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OATH OR AFFIRMATION

i George E. Wright , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Diversified Resources LLC . as

of December 31, s 2005 , 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:

gnature

Title

Notary Publi moe 4 '/'Z’ﬂfv

This report ** contains (check all applicable boxes):
Ed (a) Facing Page.
d (b) Statement of Financial Condition.
A (c) Statement of Income (Loss).
@ (d) Statement of Changes in Financial Condition.
i3 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[0 (© Statement of Changes in Liabilities Subordinated to Claims of Creditors.
d (g) Computation of Net Capital.
* [ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
* [J (i) Information Relating to the Possession: or Control Requirements Under Rule 15¢3-3.
B3 (§) 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.
*a (k) A Reconciliation between the audited and unaudited Statemeﬁts of Financial Condition with respect to methods of
consolidation.
@ (1) An Oath or Affirmation.
N/A O (m) A copy of the SIPC Supplemental Report.
N/A D (n) Areportdescribing 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 240.17a-5(e)(3).

*Exempt under Rule 15¢-3-3(k)2(b) - No customer accounts.
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' Independent Auditors' Report

" George E. Wright, Mernber

Diversified Resources LLC - &
70 Jefferson Boulavard, Suite 201 o

- Warwick, Ri 02888

We have audited the' accompanying balance sheet of Diversified Resources LLC as of .
December 31, 2005 and the related statements of income, changes in member's capital,
‘and cash flows for the year then ended. These financial statements are the responsibility
of the LLC's management. Our responsnblhty is to express an oplnlon on these financial

. statements based on our audtt

We conducted our audlt 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 supportlng the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and sngntﬁcant estimates made by management, as well as
evaluatlng the overall financial statement presentation. We believe that our audlt provides

~a reasonable basis: for our oplnlon

In our opinion, the ﬁnancnal statements referred to above present fairly, in all material
respects, the financial position of ‘Diversified Resources LLC at December 31, 2005 and

- the results of its operations and its cash flows for the year then ended in conformity W|th

accounting prmcnples generally accepted in the Unlted States of America.

U%(\/QQMO %@

MUTO, VOLLUCCI & CO LTD

‘ February 27, 2006
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Diversified Resources LLC
- Balance Sheet 4
- - December 31, 2005 -

Assets

: : o NON-
‘ALVL’OWABLE ALLOWABLE TOTAL =

‘Current assets

Cash and cash equivalents (Nots 2) 0 $14040 S - $14,040
12b(1)fees receivable . . . o S 9614 9,614
Commissions receivable - 1222 N 1,222
-Management fees recelvable (Note 6) o : - 111,113 111,113 .
Prepaid expense R ’ R . 6,292 o - 6,292
Total current assets o 21854 120727 142281
Property and equupment net (Note ") " IR “ 15,732 15,732 -
‘Other assets: I o " o i '
Securities available for sale (Note 4) oo 75215 96,634 171,849
Orgamzatlon costs,.net of $1,000in - oo '
accumulated amortlzatlon L T i - -
Totalotherassets 75215 96634 171,849
Totalassets - . $96,769  $233,093  $320.862

 Liabilities and Member's “Capital :

Current liabilities:

Accrued expenses o “ 8 6487 s. $‘ 6,48f

Employee withholdings .- | : R B e " 886 " 886
Total current liabilities . AR *7,_373 B 7',37‘3?
Member's capital (Note 5) R : - s 80306 233003 322489

Total liabilties and member's capital | 396769  $233003  $329,862

]

1

See independent auditors' report
"and accompanying notes.
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Dwersnﬁed Resources LLC
o : Statement of Income
: " For the Year Ended December 31 2005

Revenue

-Securities commissions
_ Investment' management fees (Mote 6)
Variable products. commissioris
- Dividend and interest income :
Gain realized on sales of securlt es avallable for sale

Total revenue

| Expenses:

Amortization

- Automobile expenses . -
Charitable contributions
Commissions -

Continuing. professional educatlon
Depreciation ‘

. Employee benefits : S
Employee pension contnbutlon (Note 7) _
Entertainment :

- General insurance
Licenses, registrations and dues :

. Marketing :
Member’s pension (Note 7)

- Office expenses
Payroll
‘Payroll taxes
Professional fees

" Professional liability i insurance
Rent (Note 8)

Taxes - other
Telephone
Utilities

Total expenses -

Net income

See indeoendeht auditors' report
- and accompanying notes. . -

s

$ 47,999
417,104
44,452
1,821

17.489

528,865 .

200

17,394
545

129,905

1,838

4,093
1,525
8,783
4,508
475
5,520
8,712
42,000
13,048
- 52,456
4,029
7,408.
7,545
18,000
606
4,735

2,280
235,605

- $293,260



Diversified Resources LLC
Statement of Changes in Member's Capital
: For the Year Ended December 31 2005

' See independent auditors' report

and accompanying notes.

4

$188,459

Member‘s capltal begmnmg of the perlod ‘

’Comprehenswe income: | : B .
Net income’ : _ - 293,260
Accumulated other comprehensive mcome o S S

Unrealized holding gains on securities available for sale
(Not tax affected See Note 2) ' ’ 70,448

Total comprehensuve income B . 363,708 -

Add: member's capital contributions - : 63,712

‘Less: member's distributions f 293,390

| Member's capital, end of the period $322,489
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Diversified Resources LLC
A Statement of Cash Flows - .
o For the Year Ended December 31, 2005

| Cash flows from operatlng actwntles : :

Net i mcome

Adjustments to reconcﬂe net mcame to net cash ‘
provided by operatmg actlvmes , Ly
 Amortizaton . . C
Depreciation . o '
" Gain realized on sales of securities ava|lable for sale )
Increase (decrease)in cash from changes
in assets and liabilities: '
~ 12b(1) fees receivable L .
Commissions receivable: R
Management fees recelvcxble ' o ‘
Prepaid expense
Accrued expenses’
Employee withholdings -

 Total adjustments

Net cash provided by operating activies = = | }
Cash flows from investment activities: SRR |

Purchase of property and equipment. o

~ Purchases of securities available for sale -

Sales of securities available for sale
Net cash used.in inVestment activities -
Net cash provnded by (used in) financi mg actlvmes

" Member’s distributions
- Member's capital contribution” -

Net cash used in financing activities
Increase in cash
Cash and cash'e‘quivéle,nts, beginning of the year _

Cash and cash eqUivalents,end of ;th‘e.year'

See independent au;iitors' report
and accompanying notes. |

-5-

$293,260

200
4,093
(17,489)

- (3,577)
973

(15,491)
(6.292) -

549
(67)

‘ (37,101)

256,159

(9,573)
(57,293) |

42,256

(24,610) .

(293,390)

63,712

 (229,678)

1,871

12189

$14,040
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Diversified Resources LLC -
. Notes to Financial Statements

‘ Busnness Activity

. Operated as a limited ||ab|||ty company organlzed as of the January 1,2001 in the State of Rhode

Island, the registered broker and dealer in securmes limits its operations ‘as described in SEC Rule

'--1503 1(a)(2)(vn) (Subscriptions o mutual funds Firm ID No. -031346) along with placement of varlabte _ |

annuities and variable life insurance policies. The LLC is a member of the National Association of
Securities Dealers (NASD). The financial statements present a combination organization of a broker
dealer and a registered inves‘ment adwsor (see Note 6) ~ The majority of activity arises from
Southeastern New England. | . S ' o

Summary of Significant Acc’oUnting Policies -

 Handling Customers"Funds :

Customers checks are made payable dtrectly to- the mutual funds ordered by the customer The
checks are promptly submitted to the mutual fund firms, i.e., not held beyond overnight, and do not
enter the accounts of the LLC. The same procedure is followed with placements of variable annumes

-and’ vanable ||fe insurance pohmes to insurance compames

Cash and Cash Equuvatents

The LLC consuders all investments in short-term money market accounts and similar mutual funds to

be cash equivalents, along wrth all short-term debt securities purchased with a maturity of three-
_months orless.’ o ‘

Amounts Recewable

Both commissions and fees rer,elvable are recorded at the -amount the LLC expects to collect on
balances outstandlng at December 31 2005 :

Investments )

" All securities are classified as “available for sale.” Securities classified as “available for sale™ are

carried in the financial statements at fair value. Realized gains and losses, determined using the
first-in, first-out (FIFO) cost method, or for mutual funds, the average cost basis, are included in
eammgs unreallzed holdlng gams and Iosses are reported rn other comprehenswe income.

. Revenue Recoogmonv

Commission income from 'se'cuntres‘ transactions, investment management fees and vanable :
contracts is recorded on a trade date baS|s or when eamed :

. Advertlsmg

The Company expenses aII advertnstng when mcurred There was no advertrsmg expendrture", :

during the year ended Decembe r 31, 2005 |

Amortrzatron

Organlzatron costs have been arnortlzed on a stralght -line basis over-60 months startrng January 1,
2001. They are now fulty amortized. T

i

. See lndependent audltors report

g -6-



DrverSIf‘ed Resources LLC
Notes to Fmanclal Statements

Summary of Srgnrt‘ cant Accountlng Pohcres (oontlnued)

; Degrecratto

Deprecratlon is computed usmg the stralght-lrne method over useful lives of 5to 7 years.

Income Taxes

Federal income taxes are not payable by, or provnded for; the LLC. The sole ‘member is taxed
individually on the LLC's: earmnqs accordlngly, the fi nanctal statements do not contam a provnsnon for
federal and state income taxes ‘ .

Estnmates ‘

The preparatton of financial statements in conformlty with generally accepted accountlng principles
requires management to makea estimates and 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 dunng the reporting period. Actual
- results could drffer from those estlmates _ :

Property and Equrpment

Property and equipment, stated at cost, consisted-of the following at December 31, 2005:

Office equipment o “ o 3 . - $22,021

Furniture and fixtures . - . -~ = . | ‘ o 14,339
- Software ST R 3 1,100
C o 1 . 37,460
Less accumulated depreciation U o C 21,728
-~ $15,732
. Securities Available for Sale
‘ : : ) ' RS ‘ N Unrealized
e _ Fair Holding
' - - Cost - Value Gain
Common stock, with restrrcted endorsement of the ‘ L ' B
NASDAQ Stock Market, Inc. 7 $48,340 © $66,842 $18,502
Common stock, without restricted endorsement | . _ :
of the NASDAQ Stock Market, Inc. : 7 12400 ° 35,180 - 22,780
" Warrants, with restricted endorsement, of the Natronal o i - ‘
Association of Securities Dealers, Inc. to purchase shares ‘ g : ,
of common stock of the NASDAQ Stock Market Inc. - 6,650 - 29,792 23,142

Mutualfunds -~ o © - 34011 40,035 6,024

$101,401 $171,849 $70,448

 See independent auditors' report.
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Diversified Resources LLe
Notes to Fmanclal Statements '

-Net Capltal and Reserve Reqwrements o '

o

As a regnstered broker and dealer in secuntres the LLC is subject to the Uniform- Net Capltal Rule

(Rule 15¢3-1),- which requires that the LLC maintain minimum net capltal of $5,000 and a ratlo of

: aggregate mdebtedness to net n,ap|tal not exceedlng 15to 1.

“At December 31, 2005, the LLC had a net capltal of $78,114, WhICh was $73 114 in excess of its

required net capital of $5 000. At December 31 2005 the LLCs aggregate mdebtedness to net
capital ratio was 9.4 to 1. -

Fee OnIy Serwces -

Since 1993 Dwersnf ed Resoun,es LLC has been a Reglstered Investment Advisor (RIA) The RIAs
purpose is to offer fee based asset management to its clients. (See Note 1) For the period ended -
December 31, 2005 the LLC, as RIA, exclusively used SEI Investments, which offers no load mutual
funds in°Asset Allocation models. Clients of the LLC make their checks payable only to SEI Trust

g Company. The LLC does not accept checks made out to itself, nor'does it accept cash.

10.

Pension Plan. ‘
The LLC's member maintains a SEP IRA - plan which includes 'e'mployees The amount of- annual
contributions is at the discretion of management. Of the $57,783 annual 2005 contnbutlon $2, 283 is -

in accrued expenses at December 31 2005. t

Related Party Transactlon e

'The LLC rents its oﬁ' ice space from its member on a month-to—month baS|s During 2005 the LLC

paid $18, 000 in rent.
Operatlng Lease

The LLC leases a vehicle wnth & remammg term of 27 months Under this leasing arrangement the

. corporation pays the- property taxes, insurance, and other related expense on the leased vehlcle

Total minimum |ease expense was $16, 363 for the year ended December 31, 2005.

Mlnnmum future obhgattons on the operatmg lease |n effect December 31, 2005 are:

2006 812396 |
2007 . . 12,396 |
2008 . - S 3099

Subsequent Events

For the period January 1, 2006 to February 27, 2006, the LLC distributed $55,000 to its member.

" .See independent auditors' report.

e
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51 Jefferson Blvd.
Suite 400 ,
Warwick, RI
02888

401/461-9400
Fax:

-401/461-1270

'P.O.Box 3116

Newport, RI
02840

401/846-1800
Fax:~ o
401/846-0994

e-mail:

mvollucci@ mutovollucci.com
mmuto @ mutovollucci.com

~ Muto, Vollueei & Co., Ltd. - . . |
Certfed Publc Acountants . |NSEPENDENT AUDITORS' REPORT ON ADDITIONAL INFORMATION

George E. Wright, Member .
Diversified Resources LLC -
- 70 Jefferson Boulevard, Suite 201
Warwick, RI 02888 . =

We have audited the accompanying financial statements of Diversified Resources LLC as
of and for the year ended December 31, 2005, and have issued our report thereon dated
February 27, 2005. Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The accompanying computations of net
capital, basic net capital requirement and aggregate indebtedness (additional information)
of Diversified Resources LLC as of December 31, 2005 included in the accompanying
prescribed-form is. presented for purposes of complying with the rules and regulations of

the Securities and Exchange Commission (SEC) and are not intended to be .a complete
presentation of the LLC member's capital and changes in member's capital and is not a
required part of th= basic financial statements, :

Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, presents fairly, in all material respects, the -
computations of net capital, basic net capital requirements, and aggregate indebtedness,
in relation to the basic financial statements taken as a whole in accordance with the
_requirements of the SEC, which differ from accounting principles generally accepted in the
United States of America. Accordingly, this additional information in prescribed form is not
designed for those who are not informed about such differences. .

Ut UD.i0) b
MUTO, YoLLUCC! 87C0./LTD.
February 27, 2006 -
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No(e Differences exist between the above computatlon of net caputal and the computation included in the
Company’s corresponding unaudited anc amended FOCUS report on Form X-17A-5, Part llA filing at
December 31, 2005 The reconcmatlon is on Page 11.
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137

iy

11,282

$ 78,114

P

December 31, 2005. The reconcullatuon |s as follows
Net capital as reported ,

“Added: Cash equivalents

Added: Prepaid assets

Subtracted: Liabilities

Subtracted: Property and equnpment

A1- .

Note: Differences exist between the above computatlon of net capntal and the computatlon included in the
Company’s corresponding unaudited and amended FOCUS report on Forrn X-17A—5 Part 11A filing at

" . $95,990

608
6,292
2,283

22,493
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Note: Differences exist between the above computation of net capital-and the computation included in the:
Company's corresponding unaudited and amended FOCUS report on Form X-17A-5, Part llA filing at
December 31 2005. See reconcmatlon nems in the computatlon of net capltal ,
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INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
’ REQUIRED BY SEC RULE 17a-5 -



. 51 Jefferson Bivd.

Suite 400
Warwick, Rl
02888

401/461-9400
Fax:
401/461-1270

P.O. Box 3116
Newport, Rl -
02840

401/846-1800
Fax:

. 401/846-0994

e-mail: i
mvollucci@ mutovollucci.com
mmuto @ mutovollucci.com

Muto, Volluci & Co., Ltd.

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

George E. erght Member

- Diversified Resources LLC

70 Jefferson Boulevard, Suné 201
Warwnck ‘Rl 02888 -

~In planning and pgerforming ou'r,audit of the 'ﬁna'ncial statements of Diversified Resources

LLC for the year ended December 31, 2005, we considered its internal control structure,
including control activities for safeguardlng securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the fi nanctal statements and not
to provide assurance on lnternal control :

Also, as requnred by rule 17a- (g)(1) of the Securities and Exchange Commvssmn (SEC),

we made a study of the practices and procedures followed by the LLC including the tests .

‘of such practices and procedures that we considered relevant to the objectives stated in

rule- 17a-5(g) in making the. periodic computations of aggregate indebtedness and net
capital ‘under rule--17a-3(a)(11) and for determining compliance with the exemptive -
provisions of 15¢3-3. Because the LLC does not carry securities accounts for customers
or perform custocial functions rélatmg to customer securities, we did not review the
practices and procwdures followed by the LLC in any of the folIowung

1. Maklng quarterly secuntles exammattons counts, verifications, and comparisans

2. Recordation of differences required by rule 17a-13’

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reser/e Regulation. T of the Board of Governors of the Federal Reserve
System : ‘

The management of the LLC is respansible‘for establishing and maintaining an internal

" control and the practices and procedures referred to in the preceding paragraph. In

fulfiing this respcnsibility, estimates: and judgments by management are required to
assess the expectad benefits and related costs of internal controls 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 SEC'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 LLC has responsnbuhty are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management' ‘
authonzatlon and recorded property to- perm|t preparatton of financial

-13- -



Dlversnﬂed Resources LLC

Page 2

statem“ents in conform\ity with ‘generally 'accepted accounting principles. Rule 17a-5(g“)'lyists‘

additional objectives of the practices .and p‘rocedures listed in the preceding paragraph

- Because of mherent hmrtatlons in mternal control or the practrces 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 that they may become inadequate because
of changes in condi trons or that the effectlveness of their desngn and operatlon may .

‘ detenorate

'Our con5|derat|on of the mtemal control structure would not necessan|y disclose aII'

matters in internal control that might be material weaknesses under standards established
by the American Institute of Certifi ed Public Accountants. A material weakness is a-
condition in which the: design or.operation of the.specific internal control elements does not:
reduce toa relatlvely low level the risk that errors on-a financial statement 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 rntemal

- control that we consrcler to be matenal weaknesses as defined above.

- We understand that practices and procedures that accomphsh the objectives referred to m'

the second paragraph. of this report are considered by the SEC to be adequate for its
purposes in accordarice with the Secuntles 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 madequacy for such purposes. Based on this understanding
and on our study, we: believe that the LLC's practices and procedures were adequate at .
December 31, 2005 to meet the SEC's ob;ectlves

ThIS report is mtended solely for the use of management the SEC, the NASD ‘and other
regulatory agencies that 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 anyonz other than these specuf ed partles for any other purpose

Ut:%f)}@% 4(’@%@

MUTO, VOLLUCCI&CO LTD.

February 27 2006
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