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INDEPENDENT AUDITOR'S REPORT

To the Board of Diréctors and Stockholders
Diversified Capital Corporation

We have audited the accompanying balance sheet of Diversified Capital Corporation for the fiscal -
year ended June 30, 2010 and the related statements of operations, 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. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on
our audit. ‘

We conducted our audit 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 supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Diversified Capital Corporation as of June 30, 2010, and the results of its
operations and its cash flows for the fiscal year then ended in conformity with generally accepted
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purposes of forming an opinion on the basic financial statements
taken as a whole.

Member: American and Florida Institutes of Certified Public Accountant’s



‘Diversified. Capital Corporatlon
Page Two

The information contained on pages 9 and 10 is presented for purposes of additional analysis and is
- not required as part-of the basic financial statements, but is supplementary information required by
Rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subJected tothe
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in aII material respects in relatlon to the basnc financial statements taken asa whole

FINKELSTEIN BROWN NEMET & ROTHCHILD, P.A.

Miami, Florida
August 18, 2010
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DIVERSIFIED CAPITAL CORPORATION .7
‘ BALANCE SHEET
JUNE 30, 2010

ASSETS
Cash - : ~ $133,685
Commissions Receivable - Mutual Funds and -

Variable Annuities : 2,253
Investments, At Market : , - 113,955
Deferred Tax Asset B , ' 1,322
Prepaid Income Taxes - ; 421
Prepaid Expenses ~ . 1,464
Computer Equipment & Software, Less a
Accumulated Depreciation of $3,240 0

$.253,100

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES: : ‘
Commissions Payable. $ 1,802
Payroll Taxes Payable ' , 1,997

Federal Income Tax Liabilities ; . 186

STOCKHOLDERS' EQUITY:
Common Stock - Authorized 1,000,000
Shares $.001 Par Value, Issued :
and Outstanding 200,000 Shares 200

Paid In Capital In Excess of :
Par Value ' ‘ \ 9,800

Retained Earnings 239,115

See Accompanying Notes
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$ 3,985

249.115
$.253,100



DIVERSIFIED CAPITAL CORPORATION
~ STATEMENT OF OPERATIONS
- FOR THE FISCAL YEAR ENDED JUNE 30, 2010

REVENUE:

- Commissions Earned . , . $ 31640
Advisory Fees o ' 72,139

Dividend and Interest Income : 4,461 $ 108,240

SELLING, GENERALAND
ADMINISTRATIVE EXPENSES:

Bank Charges , _ o 87
Commissions 25,343
Consulting Fees : : 30,298
Computer Expenses ‘ - 863
. Directors Fee 1,500
Dues and Subscriptions 2,882
Insurance : , 303
‘Management Fees , ) 12,000
Office and Miscellaneous Expenses ‘ 8,712
Payroll Taxes , - ' 608
Professional Fees 6,750
Registration Fees and Taxes 1,876
Seminars 1,550
Travel : : 3,826 :
Wages : ' 7.500 104,098
- INCOME FROM OPERATIONS ~ ‘ 4,142

OTHER INCOME(EXPENSES):
Gain on Mark to Market — Securities

Held for Investment | N | 12,988
INCOME BEFORE INCOME TAXES | 17,130

PROVISION FOR INCOME TAXES: :
Deferred Tax Expense (Benefit) g - 2,100

Income Tax Expense o - 186 ) 2,286
INCOME S | . $_1484

See Accompanying Notes
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DIVERSIFIED CAPITAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

COMMON - PAID-IN RETAINED
STOCK =~ CAPITAL  EARNINGS TOTAL

STOCKHOLDERS' EQUITY ; ‘ ‘
JULY 1, 2009 $ 200 $ 9,800 $ 224271 - $234,271

NET INCOME : : - - 14,844 14,844

STOCKHOLDERS' EQUITY | |
JUNE 30,2010 $__200 $_9.800  $239115  $249.115

See Accompanying Notes
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‘DIVERSIFIED CAPITAL CORPORATION
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

- CASH FLOWS FROM OPERATING ACTIVITIES

Net Income , 7 : $_14.844

Adjustments To Reconcile Income To Net Cash
Used In Operating Activities: :
Gain On Investments Net of Related

Deferred Income Taxes. . ‘ . o (10,888)
Decrease in Prepaid Expenses o ’ 1,244
Increase in Commissions Payable ’ : 259
Increase in Income Tax Payable : o 186
Increase in Commission Receivables : (323)
Increase in Payroll Taxes F’ayable ’ 1,997

Total Adjustments ; , ~ (7.525)
Net Cash Flow Provided By Operating Activities ‘ i : 7,319

CASH FLOW FROM INVESTING ACTIVITIES

Sale of Stocks Proceeds 110917
Net Cash Used in Investlng Activities | 110,917
INCREASE IN CASH | | - : 118,236
CASH BALANCE - JULY 1, 2009 | , o '15,'449
CASH BALANCE - JUNE 30, 2010” a | | ’ | $.1 85

SUPPLEMENTAL DISéLOSURE OF CASH FLOW INFORMA'I'ION: : :
Cash paid during the year for income taxes ; -0-
Cash paid during the year for interest : -0-

DISCLOSURE OF ACCOUNTING POLICY:

' For purpose of the statement of cash flows, the company considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents. -

See Accompanying Notes
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NOTE 1 -

NOTE 2 -

DIVERSIFIED CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
* FOR THE FISCAL YEAR ENDED JUNE 30, 2010

SIGNIFICANT ACCOUNTING POLICIES:

The Company operates as a broker/dealer and is thus, registered with the United States
Securities and Exchange Commission, the Financial Industry Regulatory Authority and the
Florida Division of Securities. The company is located in, and operates throughout, South
Florida. -

The Company is subject to the "Net Capital Rule" of the Securities and Exchange Commission
‘which requires that the aggregate indebtedness as defined shall not exceed fifteen times net
- capital, as defined. At June 30, 2010, the Company's net capital was $222,859 and the

"Required Net Capital" as defined was $5 000. The ratio of "Aggregate lndebtedness" to Net
Capltal was 1.78%. ;

SUBSEQUENT EVENTS:

In preparing these financial statements, the Company has evaluated events and transactions
for potential recognition or disclosures through August 18, 2010 the date the financial
statements were available to be issued.

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 dlsclosures Accordingly, actual results could differ from those
estimates. : :

INCOME TAXES:
Income taxes are calculated based on the tax effect of transaction reported in the financial
statements. The benefit on the Statement of Operations consists of the change during the

year in deferred tax assets and liabilities as described in Note 3.

Current Income Tax Expenses consists of:

Federal ‘ %186
State ~ 0
$_186

See Accompanying Notes
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NOTE 3 -

NOTE 4 -

DIVERSIFIED CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

DEFERRED INCOME TAXES |

- Deferred income taxes are provided to reflect timing differences in reporting results of

operations for financial statement and income tax purposes. Timing differences, result
from the income tax effect of unrealized gains on investment securities, and a capital
loss carry forward available to offset future capital gains.

Deferred income tax expense: -

State $ 180
Federal 1,920
\ $_2100

" The deferred income tax asset is dueto the cumulative resrult of those same timing

differences. The component's giving rise to the net deferred asset is as follows:

Deferred Tax Asset  $ 5,974
Deferred Tax Liability __4,652
' $_1322

Valuation allowances are established when necessary to reduce deferred tax assets
to the amount expected to be realized. Management has determined that no valuation
allowance related to the deferred tax asset is necessary at June 30, 2009.

RELATED PARTY TRANSACTIONS:

The Company occupies office space at the facilities of its 50% shareholder on a
month-to-month basis. The shareholder provides office facilities, telephone service,
administrative and clerical personnel and various administration services for a total of .
$2,500. The management fee of $12,000 was paid to a corporation owned by a50%
shareholder. The commission expense of $25,343 includes. $2,559 paid to a 50%
shareholder. The consulting expense of $30,298 was paid to a 50% shareholder.

See Accompanﬂling Notes
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DIVERSIFIED CAPITAL CORPORATION
COMPUTATION OF NET CAPITAL PER
"UNIFORM NET CAPITAL RULE 15¢ 3-1

- JUNE 30,2010

CREDITS:. , , :
Stockholders' Equity ' $ 249,115
Deferred Income Taxes Related to Unrealized ‘ \ , ‘
Appreciation of Investments Subject to Haircut 3.939
TOTAL CREDITS | o 253,054
DEBITS: ' o
Commission Receivables . 2,253
Prepaid Expenses , ’ ' 1,885
Deferred Tax Asset : 1322
; , ' ‘ 5,460
NET CAPITAL BEFORE HAIRCUTS ON ‘ - -
'SECURITIES POSITION ‘ 247,594
Haircuts on Securities Position: , ,
Investment Securities ' $17,093
Money Market Fund 7 1,668 18,761
NET CAPITAL - | 228,833
MINIMUM NET CAPITAL REQUIREMENT:
6-2/3% of Aggregate Indebtedness
of $3,988 or $5,000, whichever ;
is greater o 5,000
EXCESS NET CAPITAL |  $_223.833
RATIO OF AGGREGATE INDEBTEDNESS o
TO NET CAPITAL : o : 1,74%
SCHEDULE OF AGGREGATE INDEBTEDNESS
Commissions Payable - S 1,802 .
Payroll Tax Liabilities ' . 1,997 B
Current Tax Liability ; 186 $.__ 3985

COMPUTATION FOR DETERMINATION OF RESERVE
- REQUIREMENTS PURSUANT TO RULE 15¢3-3

The Company claims an exception from Rule 15¢3-3 under thé kfoIIowing sectionS'

(K) (2) (1) - AII required transactions would be through a special account for the exclusive beneflt
of customers but the company had no such transactions during previous years.

- See Accompanying Accountants'’ Report
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DIVERSIFIED CAPITAL CORPORATION
RECONCILIATION OF COMPUTATION OF NET CAPITAL
PER UNIFORM CAPITAL RULE 15¢c 3-1 TO
COMPANY'S CORRESPONDING UNAUDITED
FORM X-17A-5 PART lIA FILING '

JUNE 30, 2010

NET CAPITAL PER COMPUTATION (Page 9) $ 228,833
Adjustments: ~
Income Taxes Payable : : , 186
- Deferred Income Taxes Related to Unrealized '
Appreciation of Investments Subject to Haircut (3,938)
Payroll Taxes Payable . 598
(3,154)

NET CAPITAL PER COMPUTATION INCLUDED
IN THE COMPANY'S UNAUDITED FORM ‘
X-17A-5 PART IIA FILING $225,679

~ SUBORDINATED DEBT

The Company did not have subordinated debt as of June 30, 2010 or at any t|me durlng the year then
ended.

See ACcompanying ‘Accountants' Report

10



Finkelstein
‘Brown

Nemet
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CERTIFIED PUBLIC ACCOUNTANTS

9595 North Kendall Dy. ¢ Suite 200 ‘ ‘ Dade

Miami, Florida 33176 ‘ o Fax:
' : Broward:
8211 West Broward Blvd. * Suite 370 Fax:

: (305) 595-2727

(305) 595-4691
(954) 437-0017
(954) 424-8613

Plantation, Florida 33324

Reply to: 00 Miami

SIPC SUPPLEMENTAL REPORT PURSUANT TO RULE 17A-5 (e) (4)

To the Board of Directors
Diversified Capital Corporation

O Plantation

As a result of our audit of Diversified Capital Corporation for the fiscal year ended June 30,

2010, the Company is entitled to continue taking the SIPC exemption due to the type of

business engaged in such as limiting their income to sales of mutual funds and insurance
products.

mmw*a@w@ @

FINKELSTEIN BROWN NEMET & ROTHCHILD, P.A.

Miami, Florida
August 18, 2010
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CERTIFIED PUBLIC ACCOUNTANTS

9595 North Kendall Dr. « Suite 200 Dade:
Miami, Florida 33176 ‘ ‘ Fax:
, ‘ Broward:
8211 West Broward Blvd. * Suite 370 : Fax:

(305) 595-2727
(305) 595-4691
(954) 437-0017
(954) 424-8613

Plantation, Florida 33324

Reply to: [1 Miami

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5(g)(1) FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors
Diversified Capital Corporation

In planning and performing our audit of the financial statements of Diversified Capital
Corporation for the fiscal year ended June 30, 2010, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose

of expressing our opinion on the financial statements, but not for the purpose of expressing an.

opinion on the effectiveness of the Company’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company’s internal controt..

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission we have
made a study of the practices and procedures followed by the Company including consideration
of control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered reievant 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 Rule 15c¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practlces and procedures followed by the
Company in any of the following:

1. Making quarterly securities examinations, counts verifications, and comparlsons and-

recordatlon of differences required by Rule 17a-13

- 2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

12

Member American and Florida Institutes of Certified. Public Accountant s
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To the Board of Directors -
- Diversified Capital Corporation

The management of the Company is responsrble for establlshlng and maintaining 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 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 Company has responsibility are safeguarded against loss
from unauthorized use or dlsposrtlon and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accountlng principles. - Rule 17a-5(g) lists
additional objectlves of the practlces and procedures listed. in the precedmg paragraph.

‘Because of inherent I|m|tat|ons in mternal control or the practlces and procedures referred to
above, error 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 .
conditions or that the effectlveness of their desrgn and operatlon may deteriorate.

A control deficiency exists when the desrgn or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness yet important
enough to ment attention by those charged W|th governance ' :

A material Weakness isa defrcrency, or combmatron of deficiencies, in rnternal control, such that "
there is a reasonable possibility that a material misstatement of the company’s frnancral B
- statements will not be prevented or detected and corrected on-a timely basrs

Qur consrderatlon of internal control ‘was for the limited purpose descrrbed in the first and'
second paragraphs and would not necessarily identify all deficiencies in internal control that
“might be material weaknesses. We did not identify any deficiencies in internal control and . -
* control activities for safeguarding securltres that we conS|der to. be matenal weaknesses, as
defrned above . : : )

We understand that practlces and procedures that accompllsh the objectlves referred toin the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
. practices and procedures that do not accomplrsh such objectives in all material respects indicate
- a material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures, as described in the second paragraph off
thls report were adequate at June 30 2010, to meet the SEC’s objectlves

Finkelstein
Brown ~ o -
Nemet : A 13
& Rothchild P. A ' R



To the Board of Directors
Diversified Capital Corporation

This report is intended solely for the’ mformatlon and use of the Board of Directors, management .
the SEC, and other regulatory agencies that rely on Rule 17a- 5(g) under the Securities
Exchange Act of 1934 in their regulation of reglstered brokers and dealers, and is not mtended :
to be and should not be used by anyone other than these specnfled partles

&A@y@@s\mw lotheb 0@

FINKELSTEIN BROWN NEMET & ROTHCHILD P.A.

* Miami, Florida
. August 18, 2010 . =
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