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DIVERSIFIED RESOURCES, LLC 
STATEMENT OF FINANCIAL CONDITION 

DECEMBER 31, 2023 
 

 

 
Assets 

 Cash $ 227,841 
 Accounts receivable 449,296 
 Prepaid expenses 14,437 
 Furniture and equipment, net of accumulated depreciation of $54,701 65,784 
 Investment in mutual fund (cost basis $36,684) 35,289 
     
 

  Total assets $ 792,647 
 
 

 
Liabilities and Member’s Equity 

 
 

 Liabilities  
 Accounts payable $ 13,784 
 Accrued pension  58,000 
 Accrued payroll 65,143 
     
 

  Total liabilities $ 136,927 
 
 

 Member’s equity       655,720 
     
    

  Total liabilities and member’s equity $ 792,647 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to the financial statements. 

5  



DIVERSIFIED RESOURCES, LLC 
STATEMENT OF OPERATIONS  

FOR THE YEAR ENDED 
DECEMBER 31, 2023 

 

 

Revenue       
  Investment advisor fees   $  1,645,519 
  Mutual fund commissions  166,205 
  Insurance and annuity commissions   43,341 
  Other fees  2,500 
  Dividends  1,576 
  Change in unrealized gains and losses  1,415 
        

Total revenue 1,860,556 
 
Expenses 

Compensation:     
    Salaries    289,529 
    Bonuses      55,000 
    Retirement plan contribution      59,577 
    Group insurance      31,949 
    Payroll taxes      28,737 
       Total compensation    464,792 
   
Technology and communication      89,138 
Consulting fees      40,000 
Legal and Professional fees      39,877 
Occupancy      35,960 
   
Office      23,851 
Travel, meals and entertainment      17,701 
Insurance      15,493 
Regulatory fees      12,116 
   
Marketing and advertising        8,721 
Dues and subscriptions        5,636 
Local taxes        4,391 
Depreciation        1,070 
   
Other        5,909 

        
 

Total expenses 764,655 
   
 
 

Net Income $   1,095,901 
 

 
 
 
See accompanying notes to the financial statements. 
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 DIVERSIFIED RESOURCES, LLC 
STATEMENT OF CHANGES IN MEMBER’S EQUITY  

FOR THE YEAR ENDED 
DECEMBER 31, 2023 

 

 

 
Member’s equity, December 31, 2022                 $      445,819 
 
Member contributions    
 
Member distributions        (886,000) 
 
Net Income       1,095,901 
     
 

Member’s equity, December 31, 2023                  $      655,720 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to the financial statements. 
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DIVERSIFIED RESOURCES, LLC 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED 
DECEMBER 31, 2023 

 

 

Cash flows from operating activities: 
 Net Income  $   1, 095,901 
 Adjustments to reconcile net income to net cash provided by operating  
  activities: 
  Depreciation 1,070 
  Dividends automatically reinvested (1,576) 
  Change in unrealized gains and losses (1,415) 

 Changes in operating assets and liabilities 
     Increase in accounts receivable  (62,423) 
       Decrease in prepaid expenses  2,505 
       Increase in accounts payable and accrued expenses  70,723 
          
 

Total adjustments 8,884 
          
 

Net cash provided by operating activities 1,104,785 
   
 

 
Cash flows from investing activities 
  Purchases of furniture and equipment (62,234)      

 
Cash flows from financing activities 
  Distributions to member (886,000)      
 
 
    

Net increase in cash  156,551 
Cash, beginning of year 71,290 
      
 

Cash, end of year $     227,841 
 

 
 
Non-cash investing activities: 
 
During the year dividend income of $1,576 from the mutual fund investment was automatically 
reinvested to purchase additional shares of the mutual fund. 
 
 
 
 
 
 
 
 
 
See accompanying notes to the financial statements.  
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DIVERSIFIED RESOURCES, LLC 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 
 DECEMBER 31, 2023 

 

 

NOTE 1 – ORGANIZATION 
 
Diversified Resources, LLC (“the Company”) was organized in 2001 in the State of Rhode Island.  
The Company is registered with the Securities and Exchange Commission as a Registered 
Investment Advisor (“RIA”) and also as a Broker and Dealer. The Company earns fees as an RIA 
for asset management services and investment advice and also earns commissions as a broker from 
the sale of mutual fund shares and annuity and insurance products.  
 
Client funds and investments under management by the Company are held by a third-party 
custodian, SEI Investments Company or one of its affiliates (“SEI”).  SEI offers no-load mutual 
funds in various asset allocation models. The Company does not hold funds, investments or other 
customer accounts for its clients.  
 
During 2023 Karen J. Bacon assigned her 100% member interest in the Company to the Karen J. 
Bacon Revocable Trust – 2023. 
 
The Company is subject to regulation by the Securities Exchange and Commission. The Company 
is a member of the Financial Industry Regulatory Authority and the Securities Investor Protection 
Corporation. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of presentation  
 
The Company’s financial statements are prepared in accordance with accounting principles 
generally accepted in the United States of America.  
 
Accounting basis 
 
The Company uses the accrual basis of accounting for financial statement reporting.  Accordingly, 
revenues are recognized when fees for services are earned and expenses are recognized when the 
obligation is incurred. 
 
Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Actual results may differ from these estimates.  
 
Cash  
 
Cash is a checking account held at a bank. 
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 DIVERSIFIED RESOURCES, LLC 
NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2023 
 
 

 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 
Furniture and equipment 
 
Furniture and equipment are recorded at cost and depreciated using the straight-line method over 
the estimated useful lives of the related assets.  
 
Investments 
 
All investment 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 net income. Changes in unrealized gains and losses are also included in net income. 
 
Fair value measurements 
 
Under generally accepted accounting principles, there is a hierarchy for inputs used in measuring 
fair value that maximizes the use of observable inputs and minimizes the use of unobservable 
inputs by requiring that the most observable inputs be used when available. Observable inputs are 
those that market participants would use in pricing the asset or liability based on market data 
obtained from sources independent of the Company. Unobservable inputs reflect management’s 
assumptions about the inputs market participants would use in pricing the asset or liability 
developed based on the best information available in the circumstances. The fair value hierarchy 
is categorized into three levels based on the inputs as follows: 
 

Level 1. Quoted prices for identical assets or liabilities in active markets that the 
Company has the ability to access.  

Level 2. Quoted prices in markets which are not active, quoted prices for assets or 
liabilities which are not identical to those being valued, inputs other than 
quoted prices that are observable either directly or indirectly. 

Level 3. Inputs that are both unobservable and significant to the valuation. 
 
Revenue recognition 
 
Commissions 
The Company earns commissions from sales of several types of investments, including shares of 
mutual funds and other securities, annuities, and various insurance products. Commissions and 
related clearing expenses are recorded on the trade date and paid within several days of the trade. 
The Company believes that the performance obligation is satisfied on the trade date because that 
is when the underlying financial instrument and purchaser are identified, the pricing is agreed upon 
and the risks of ownership have been transferred to the purchaser. 
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DIVERSIFIED RESOURCES, LLC 
NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2023 
 
 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

The Company also earns commissions paid by mutual funds over the period of time that the 
Company’s customers continue to hold investments in the mutual funds. The services performed 
for such commissions are considered to be performed over time as the Company advises its 
customers to continue holding investments in the mutual funds, and the revenue is therefore 
recognized at the time of payment. 
 
Investment advisory fees 
The Company provides investment advisory services for many of its customers on a continuing 
basis. The Company believes the performance obligation for providing advisory services is 
satisfied over time because the customer is receiving and consuming the benefits as they are 
provided by the Company. Fee arrangements are based on a percentage applied to the customer’s 
assets under management. The fees are calculated and charged to the client accounts by the 
custodian of the client accounts at the end of each quarter, and the Company recognizes the revenue 
at that time.  The fees are typically remitted by the custodian to the Company several days after the 
end of the quarter. 
 
Income taxes 
 
The Company is treated as a disregarded entity for federal and state income tax purposes.  Taxable 
income of the Company is passed through to the grantor of the Company’s sole member and is 
reported on her individual tax return.  Accordingly, no federal or state income tax expense has been 
recorded in the Company’s financial statements. 

 
NOTE 3 – RELATED PARTY TRANSACTIONS 
 
The Company rents its office space from its sole member on a month-to-month basis. The lease 
provides that the Company pays condominium fees and real estate taxes in addition to the base rent 
of $2,000 per month.  Rent expense including base rent and condominium fees was $33,000 in 
2023.  The Company also paid $4,391 of real estate taxes which is included in local taxes on the 
statement of operations.  
 
For the year ended December 31, 2023 a consulting fee in the amount of $40,000 was paid to a 
relative of the Company’s owner. 

 
NOTE 4– RETIREMENT PLAN 
 
The Company maintains a defined contribution and profit sharing retirement plan under Section 
401(k) of the Internal Revenue Code. This plan covers all employees meeting eligibility 
requirements based on age and length of service and is funded by employee payroll deferrals and 
Company contributions. The Company made a safe harbor non-elective contribution of 3% for 
any eligible employee’s annual compensation. In 2023, the safe harbor contribution totaled 
$19,577. The amount of annual contribution for profit sharing is at the discretion of management. 
The Company made a profit sharing contribution of $40,000 to the plan in 2023. 
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DIVERSIFIED RESOURCES, LLC 
NOTES TO THE FINANCIAL STATEMENTS  

FOR THE YEAR ENDED DECEMBER 31, 2023 
 

 
 

NOTE 5 – CONCENTRATION OF CREDIT RISK 
 
Financial instruments that potentially subject the Company to concentrations of credit risk consist 
principally of cash and accounts receivable. The Company maintains its cash in a bank account, 
the balance of which, at times, may exceed Federal insured limits. Exposure to credit risk is 
reduced by placing such deposits in high quality financial institutions. A substantial portion of 
accounts receivable are investment advisory fees due from SEI, the custodian of investment 
accounts belonging to the Company’s clients. Such fees are charged to the client accounts at the 
end of each quarter, and are typically remitted by SEI to the Company within several days. 
 
NOTE 6 – FAIR VALUE MEASUREMENTS 
 
The Company’s investment in a mutual fund is carried at fair value, using the published net asset 
value per share of the fund as of December 31, 2023.  The net asset value per share is the price at 
which the fund offers and redeems its shares.  Fair value measurements as of December 31, 2023 
are summarized as follows: 
 
    Level 1 Level 2 Level 3 Total 
 
Investment in Mutual Fund $  35,289 - - $  35,289 
 
NOTE 7 – NET CAPITAL REQUIREMENT 
 
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 
(Rule 15c3-1), which requires maintaining a minimum net capital and requires that the ratio of 
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.  The Company is 
required to maintain minimum net capital of $9,128.  At December 31, 2023 the Company had net 
capital of $123,707 and excess net capital of $114,579.  At December 31, 2023 the Company’s 
aggregate indebtedness to net capital ratio was 1.11 to 1. 
 
NOTE 8 – SUBSEQUENT EVENTS 
 
The Company’s management has evaluated all subsequent events through February 29, 2024 the 
date the financial statements were available to be issued, and has determined that there are no 
subsequent events which occurred that require recognition or additional disclosure in these 
financial statements. 
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SCHEDULE I 
DIVERSIFIED RESOURCES, LLC 

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 
 OF THE SECURITIES AND EXCHANGE COMMISSION 

AS OF DECEMBER 31, 2023 
 

 

Net capital 
 Total member’s capital $ 655,720 
 Add Allowable credits  -- 
 Liabilities subordinated to claims of general creditors allowable in 
  computation of net capital  -- 
 Less Non-allowable assets  (528,837) 
      
 

Net capital before haircuts and undue concentration on securities  
 positions  126,883 
Haircuts and undue concentration on securities positions (3,176) 
   
 

Net Capital $ 123,707 
 

 

 
Aggregate indebtedness 
 Items included in the statement of financial condition: 
  Accrued expenses and other liabilities $   136,927 

     
 

   $    136,927 
 
 

Ratio: aggregate indebtedness to net capital  1.11 to 1 
 
 

Computation of basic net capital requirement 
 Minimum net capital required (6 2/3% of total aggregate 

 indebtedness) $ 9,128 
 Minimum dollar net capital required $ 5,000 

Net capital required (greater of 6 2/3 % of total aggregate 
indebtedness and minimum dollar net capital required)   $ 9,128 

 
   

Net capital in excess of requirement $ 114,579 
 

Net capital less greater of 10% of aggregate indebtedness or  
120% of minimum dollar net capital $ 110,014 

 
 

Reconciliation of December 31, 2023 audited computation of net capital and Company’s 
unaudited December 31, 2023 Part IIA of Form X-17A-5. 
 
Unaudited December 31, 2023 net capital per December 31, 2023 Part IIA 
  as originally filed  $ 123,707 
Reconciling items -- 
    
 

Net capital as above $ 123,707 
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SCHEDULE II 
DIVERSIFIED RESOURCES, LLC 

COMPUTATION FOR DETERMINATION OF CUSTOMER ACCOUNT 
RESERVE OF BROKERS AND DEALERS  

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION  
AS OF DECEMBER 31, 2023 

 
 

 

 
 

The Company does not hold customers’ cash or securities and, therefore, has no obligations 
under SEC Rule 15c3-3 concerning reserve requirements.   
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SCHEDULE III 

DIVERSIFIED RESOURCES, LLC 
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS 

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION  
AS OF DECEMBER 31, 2023 

 
 

 
 

 
The Company does not directly or indirectly receive, hold, or otherwise owe funds or securities 
for or to customers and does not carry accounts of customers.  Therefore the Company has no 
obligations under SEC Rule 15c3-3 concerning possession or control requirements. 
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