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OATH OR AFFIRMATION

Enna Calvi swear or affirm that to the best of
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Report of Independent Auditors

To the Board of Directors and Stockholder of

Diversified Investors Securities Corporation

In our opinion the accompanying statement of financial condition presents fairly in all material

respects the financial position of Diversified Investors Securities Corporation the Company at

December 31 2008 in conformity with accounting principles generally accepted in the United States of

America This financial statement is the responsibility of the Companys management Our

responsibility is to express an opinion on this financial statement based on our audit We conducted

our audit of this statement 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 statement is free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial

statement assessing the accounting principles used and significant estimates made by management

and evaluating the overall financial statement presentation We believe that our audits provide

reasonable basis for our opinion

February 24 2009
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Assets

Cash 2726624

Commissions and concessions receivable 7231890

Other assets 223841

Total assets 10182355

Liabilities and Stockholders Equity

Liabilities

Marketing and distribution expenses payable 264899

Due to affiliates net 6911259

Accrued expenses 30000

Total liabilities 7206158

Stockholders equity

Common stock $1 par value 1000 shares authorized issued and outstanding 1000

Additional paid-in capital 6394463

Accumulated deficit 3419266

Total stockholders equity 2976197

Total liabilities and stockholders equity 10182355

The accompanying notes are an integral part of the statement of financial condition
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Organization

Diversified Investors Securities Corp the Company wholly-owned subsidiary of Diversified

Investment Advisors Inc Diversified or the Parent an indirect wholly-owned subsidiary of

AEGON USA LLC AEGON is registered broker-dealer pursuant to the Securities Exchange

Act of 1934 and member of FINRA The Company offer shares of mutual funds and variable

annuity contracts to Diversifieds retirement plan customers

Summary of Significant Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and the disclosure of contingent assets and

liabilities at the date of the financial statements Actual results could differ from those estimates

The Company recognizes concessions on an accrual basis The Company has entered into

distribution and service agreements with various mutual fund groups whereby it may receive 12b-1

or other shareholder servicing fees for the placement and retention of assets in such mutual funds

One of these mutual fund groups is advised by Transamerica Asset Group Management Inc and

distributed by Transamerica Capital Inc both AEGON affiliates The Company has entered into

an agreement with Diversified to periodically pay the amount equal to 12b-1 and other shareholder

servicing fees as reimbursement for certain marketing and distribution expenses paid by Diversified

on behalf of the Company The amount paid is directly related to the amount received As of

December 31 2008 $1766990 of 12b-1 fees and $5200000 of revenue sharing fees are

included in commissions and concessions received and due to affiliates net

As of December 31 2008$ 264899 was included in commissions and concessions receivable and

marketing and distribution expenses payable

The fair value of financial assets and liabilities consisting primarily of receivables and payables

relating to commissions are considered to approximate the carrying value due to the short-term

nature of the financial instruments

Related Party Transactions

Due to affiliates net in the amount of $6911259 relates to amounts due to AEGON and Diversified

for services provided to the Company for corporate and distribution expenses paid on the

Companys behalf partially offset by tax receivables

Activities of the Company are substantially governed by AEGON who provides ongoing

administrative and financial support Therefore the Companys financial condition and results of

operations may not necessarily be indicative of those which would have resulted if the Company

had been operating as an unaffiliated Company

Regulatory Requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule

Rule 15c3-1 which requires the maintenance of minimum net capital and requires that aggregate

indebtedness shall not exceed 15 times net capital or $5000 whichever is greater Rule 15c3-1

also provides that equity capital may not be drawn or cash dividends paid if the resulting net capital

ratio would exceed 10 to As of December 31 2008 the Companys net capital was $2696625

which exceeds the net capital requirement of $480410 by $2216215 and its ratio of aggregate

indebtedness to net capital was 2.67 to
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The Company is exempt from the provisions of Rule 5c3-3 under the Securities Exchange Act of

1934 under paragraph k1 thereof because transactions are limited to agency trades of

registered securities of registered investment companies and no customer funds or securities are

held

Concentrations of Credit Risk

The Companys cash is held at major regional U.S bank

Income Taxes

The Company is included in the consolidated U.S Federal income tax return of AEGON and files

separate state and local returns In accordance with an agreement between AEGON and the

Company U.S Federal income tax expense is allocated to the Company based on consolidated

tax filings The Company will be reimbursed by AEGON for the utilization of its U.S Federal net

operating loss to the extent such benefits are used in the consolidated tax return For state and

local taxes temporary differences related to the Companys tax loss carryforwards have been fully

reserved Minimum state and local taxes were recorded

Tax assets and liabilities resulting from the income tax allocations are settled through in an

intercompany account due to affiliates net

The Company has analyzed all material tax positions under the provisions of FASB Interpretation

No 48 and has determined that there are no tax benefits that should not be recognized as of

January 2007 December 31 2007 and December 31 2008 There are no unrecognized tax

benefits that would affect the effective tax rates It is not anticipated that the total amounts of

unrecognized tax benefits will significantly increase within 12 months of the reporting date

Indemnifications

In the normal course of business the Company enters into contracts that contain variety of

representations which provide general indemnifications The Companys maximum exposure

under these arrangements is unknown as this would involve future claims that may be made

against the Company that have not yet occurred However based on experience the Company

expects the risk of loss to be remote


