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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements

Our unaudited financial statements included in this Form 10-QSB are as follows:

F-1 Consolidated Balance Sheet as of September 30. 2006:
EF-2 Consolidated Statements of Operations for the three and nine months ended

September 30. 2006 and 2005:

F-3 Consolidated Statements of Cash Flows for the nine months ended
September 30. 2006 and 2005:

F-4 Notes to Consolidated Financial Statements:;

These unaudited consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America for interim financial information and the SEC instructions to Form
10-QSB. In the opinion of management, all adjustments considered necessary for a fair presentation have been
included. Operating results for the interim period ended September 30, 2006 are not necessarily indicative of the
results that can be expected for the full year.
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SECURED DIVERSIFIED INVESTMENT, LTD.
Consolidated Balance Sheet

September 30, 2006
(Unaudited)

ASSETS
Properties, net of accumulated
depreciation of $156,008 $ 1,828,208
Equipment, net of accumulated
depreciation of $424 3,393
Cash and cash equivalents 152,613
Receivables 106,208
Restricted cash 72,145
Prepaid and other assets 24,075
Total Assets $ 2,186,642
LIABILITIES AND
STOCKHOLDERS' EQUITY
Mortgages Payable $ 1,146,126
Mortgages Payable, related parties 138,630
Notes Payable, related parties 55,000
Interest Payable 35,523
Accounts Payable, accrued expenses and
other liabilities 316,071
Total Liabilities 1,691,350
Minority Interest 97,549

Commitments & contingencies -

STOCKHOLDERS' EQUITY
Series A Preferred Stock, 375,000 shares

authorized,

$0.01 par value, 361,808 issued &

outstanding 3,617
Series B Preferred Stock, 1,000,000 shares

authorized,

$0.01 par value, 8,044 issued &

outstanding 80
Series C Preferred Stock, 1,125,000 shares

authorized,

$0.01 par value, none issued &

outstanding -
Common Stock, 5,000,000 shares

authorized, $0.001

par value, 1,516,820 issued and

outstanding 1,517
Shares to be issued 5,830
Paid In Capital 8,785,136

Accumulated Deficit (8,398,439)
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Total Stockholders' Equity 397,742
Total Liabilities & Stockholders' Equity$ 2,186,642

see accompanying footnotes
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SECURED DIVERSIFIED INVESTMENT, LTD.
Consolidated Statements of Operations

REVENUES

Rental Income
Commission Income
Total Net Revenues

OPERATING
EXPENSES
General and
Administrative
Expenses

Operating Loss

Other Income and
(Losses)

Gain (Loss) on Equity

Investment
Interest Expense
Interest Income
Minority Interest
Other net

Total Other Income and

(Losses)

Net Loss from

continuing operations

Discontinued
Operations:

Gain from discontinued

operations

(including gain or (loss)

on disposal)

NET LOSS

Basic and diluted loss

per common share

September 30, 2006
(Unaudited)
For the Three Month For the Nine Month Periods
Periods Ended ended
September 30, September 30,
2006 2005 2006 2005
$ 82932 $ 146,593 $ 249387 $ 430,244
20,756 - 20,756 -
103,688 146,593 270,144 430,244
310,019 668,152 876,104 2,091,217
(206,330) (521,559) (605,961) (1,660,973)
- 5,839 - 42,043
(34,101) (48,706) (109,639) (156,119)
144 538 430 27,840
5,280 10,095 17,574 32,977
10,045 (7,907) 294,051 653,885
(18,632) (40,141) 202,416 600,626
(224,962) (561,700) (403,545) (1,060,348)
- 52,485 - 342,646
$ (224962) $ (509,215) $ (403,545) $ (717,702)
$ 0.0 $ 0.03) $ (0.02) $ (0.05)
15,298,060 15,627,139 23,070,874 15,272,406
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Basic and diluted weight
average shares

see accompanying footnotes
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SECURED DIVERSIFIED INVESTMENT, LTD.
Consolidated Statements of Cash Flows
September 30, 2006
(Unaudited)

For the Nine Month periods ended

September 30,

2006 2005
Cash flows from operating
activities:
Net Loss $ (403,545)  $ (717,702)
Adjustments to reconcile net loss
to net cash used in
operating activities:
Depreciation and Amortization 33,219 33,888
Consulting prepaid expense - 140,000
Minority interest (17,574) (32,977)
Shares cancelled (11,250) -
Shares to be issued 5,830 -
Gain (Loss) on equity investment - (42,043)
Gain (Loss) on disposal of
subsidiary - (342,646)
Issuance of shares for consulting
services - 167,033
Loss on sale of note receivable - 7,500
Gain on settlement of debt and
litigation (302,409) -
Increase (decrease) in assets and
liabilities:
Receivables 79,963 45,023
Note Receivable 32,277 -
Prepaid expenses (258) 2,573
Other assets 2,918 -
Accrued interest 18,368 -
Payroll liabilities 3,876 -
Accounts payable, accrued
expenses (236,485) (130,945)
Net cash used in operating
activities (795,069) (870,296)
Cash flows from investing
activities:
Collection of note receivable - 642,500
Purchase equipment and tenant
improvements (42,440) (1,464)
Investment in real estate (200,000) -
Increase in restricted cash (428) 403,766
Proceeds from sale of real estate - 76,500

- 352,646



Proceeds from sale of subsidiary
interest, net of investment
Net cash provided by (used in)

Edgar Filing: SECURED DIVERSIFIED INVESTMENT LTD - Form 10QSB

investing activities (242,868) 1,473,948
Cash flows from financing

activities:

Payment of line of credit - (396,920)
Payment of mortgage payable - (15,944)
Proceeds from notes payable -

related party - 50,000
Payments on notes payable -

related party (25,000) (854)
Proceeds from notes payable - -
Payments on notes payable (14,854) (251,980)
Net cash used in financing

activities (39,854) (615,698)
Net decrease in cash & cash

equivalent (1,077,791) (12,045)
Cash & cash equivalent,

beginning period 1,230,404 23,790
Cash & cash equivalent, end of

period 152,613 $ 11,745
Supplemental disclosures:

Cash paid for interest $ 88,906 $ 156,119
Cash paid for income tax $ - S -
Non-cash investing and financing

activities:

Conversion of note to stock $ - $ 10,976.00

see accompanying footnotes
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements
September 30, 2006

NOTE 1 - Basis of presentation and Going Concern

Basis of presentation:

The unaudited consolidated financial statements have been prepared by the “Company,” pursuant to the rules and
regulations of the Securities and Exchange Commission. The information furnished herein reflects all adjustments
(consisting of normal recurring accruals and adjustments) which are, in the opinion of management, necessary to
fairly present the operating results for the respective periods. Certain information and footnote disclosures normally
present in annual consolidated financial statements prepared in accordance with accounting principles generally
accepted in the United States of America have been omitted pursuant to such rules and regulations. These
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and
footnotes for the year ended December 31, 2005. The results of the nine months ended September 30, 2006 are not
necessarily indicative of the results to be expected for the full year ending December 31, 2006.

Going concern:

The accompanying financial statements have been prepared in conformity with generally accepted accounting
principle, which contemplate continuation of the Company as a going concern. However, the Company has
accumulated deficit of $8,398,439 as of September 30, 2006. The Company reported net loss of $403,545 at
September 30, 2006. The Company currently has limited liquidity, and has not completed its efforts to establish a
stabilized source of revenues sufficient to cover operating costs over an extended period of time. Much of this is
attributable to the capital and equity structure of the Company inherited from prior management. Additionally, the
Company is involved in litigation with a prior employee of the Company. The outcome of this litigation may
adversely affect the liquidity of the Company.

In view of the matters described in the preceding paragraph, recoverability of a major portion of the recorded asset

amounts shown in the accompanying balance sheet is dependent upon continued operations of the Company, which in

turn is dependent upon the Company’s ability to continue efforts to restructure its operations and raise additional
capital to succeed in future operations. The financial statements do not include any adjustments relating to the

recoverability and classification of recorded asset amounts or amounts and classification of liabilities that might be

necessary should the Company be unable to continue as a going concern.

Current management has restructured the Company’s operations by selling many of its poorly performing properties
and reducing the associated high cost of debt. The Company also significantly reduced overhead. The Company
continues to search and evaluate different business opportunities in efforts to generate a stabilized cash flow and funds
for future investments. Management anticipates that the Company will be dependent, for the near future, on additional
investment capital to fund operating expenses and acquisitions of properties or businesses before achieving operating
profitability. The Company intends to position itself so that it may be able to raise additional funds through the capital
markets which to date it has not been able to do so. However, the continual restructuring of the Company’s capital base
may assist in these efforts. In light of management’s efforts, there are no assurances that the Company will be
successful in this or any of its endeavors or become financially viable and continue as a going concern.

TE 2 - Nature of Operations
The Company was incorporated under the laws of the state of Utah on November 22, 1978. On July 23,

10
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements
September 30, 2006

2002, the shareholders approved a change in domicile from Utah to Nevada. In accordance with Nevada corporate

law, a change of domicile is effected by merging the foreign corporation with and into a Nevada corporation. On
August 9, 2002, a merger between the Company and Book Corporation of America was completed. Upon completion
of the merger Book Corporation of America was dissolved. On September 18, 2002, the OTCBB symbol for the
Company’s common stock was changed from BCAM to SCDI. The shareholders also approved amendments to the
Company’s Articles of Incorporation to change the par value of the Company’s Common Stock from $.005 to $.001 and
to authorize 50,000,000 shares of Preferred Stock (Series A, B and C), par value $0.01. On November 15, 2002, the
Company changed its fiscal year end from October 31 to December 31.

During 2002, the Company began pursuing the acquisition of ownership interests in real estate properties that are
geographically and functionally diverse in order to be more stable and less susceptible to devaluation resulting from
regional economic downturns and market shifts. The Company was not successful in implementing this strategy.
Currently, the Company owns a shopping center in Orange, California; a single story office building in Newport
Beach, California through its majority owned subsidiary Diversified Commercial Brokers, LLC; a 25 percent
Tenant-in-Common interest in a commercial property located in Paradise Valley, Arizona; and a 33.3 percent interest
in a property, consisting of a 2,180 square foot structure on approximately 38,587 square feet of land, located in
Phoenix, Arizona.

NOTE 3 - Significant Accounting Policies

Consolidation. The accompanying consolidated financial statements include the accounts of the Company and its’
majority owned subsidiary, Diversified Commercial Brokers, LLC (53.8%) and Secured Lending, LLC (100%). All
material inter-company transactions and balances have been eliminated.

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; for
example, the estimated useful lives of assets and the fair value of real property. Accordingly, actual results could
differ from those estimates.

Credit and concentration risk. The Company maintains deposit accounts in numerous financial institutions. From

time to time, cash deposits may exceed Federal Deposit Insurance Corporation limits. The Company maintains no

certificates of deposit in excess of federal deposit insurance limits; however, the Company’s general operating account
exceeds federal deposit insurance limits.

Revenue recognition. The Company’s revenues are derived from rental income and commission income from
mortgage brokerage operations. Revenues are recognized in the period services are provided.

As a lessor, the Company has retained substantially all of the risks and benefits of ownership of the office properties
and accounts for its leases as operating leases. Income on leases, which includes scheduled increases in rental rates
during the lease term and/or abated rent payments for various periods following the tenant’s lease commencement date,
is recognized on a straight-line basis. Property leases generally provide for the reimbursement of annual increases in
operating expenses above base year operating expenses (excess operating expenses), payable to the Company in equal
installments throughout the year based on estimated increases. Any differences between the estimated increase and
actual amounts incurred are adjusted at year end.

12
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Cash and cash equivalents. The Company considers all short term, highly liquid investments, that are readily
convertible to known amounts within ninety days as cash equivalents. The Company currently has no such
investments.

Restricted cash. The Company is required by a lender to maintain a $70,000 deposit in a bank account at the lenders
financial institution. The deposit and 15t trust deed on real property serve as collateral for the

F-5
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loan. The deposit is returnable subject to the borrower meeting certain payment and financial reporting conditions.

Property and equipment. Property and equipment are depreciated over the estimated useful lives of the related assets.
Leasehold improvements are amortized over the lesser of the lease term or the estimated life of the asset. Depreciation
and amortization is computed on the straight-line method. Repairs and maintenance are expensed as incurred.

Investments. The consolidated method of accounting is used for investments in associated companies in which the

company’s interest is 50% or more. Under the consolidated method, the Company recognizes its share in the net
earnings or losses of these associated companies as they occur rather than as dividends are received. Dividends

received are accounted for as a reduction of the investment rather than as dividend income.

Fair value. The carrying value for cash, prepaid, and accounts payable and accrued liabilities approximate fair value
because of the immediate or short-term maturity of these financial instruments. Based upon the borrowing rates
currently available to the Company for loans with similar terms and average maturities, the fair value of long-term
debt approximates its carrying value.

Long-lived assets. Effective January 1, 2002, the Company adopted Statement of Financial Accounting Standards No.
144, "Accounting for the Impairment or Disposal of Long-Lived Assets" ("SFAS 144"), which addresses financial
accounting and reporting for the impairment or disposal of long-lived assets and supersedes SFAS No. 121,
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of," and the
accounting and reporting provisions of APB Opinion No. 30, "Reporting the Results of Operations for a Disposal of a
Segment of a Business." The Company periodically evaluates the carrying value of long-lived assets to be held and
used in accordance with SFAS 144. SFAS 144 requires impairment losses to be recorded on long-lived assets used in
operations when indicators of impairment are present and the undiscounted cash flows estimated to be generated by
those assets are less than the assets' carrying amounts. In that event, a loss is recognized based on the amount by
which the carrying amount exceeds the fair market value of the long-lived assets. Loss on long-lived assets to be
disposed of is determined in a similar manner, except that fair market values are reduced for the cost of disposal.

Issuance of shares for service. The Company accounts for the issuance of equity instruments to acquire goods and
services. The stocks were valued at the average fair market value of the freely trading shares of the Company as
quoted on OTCBB on the date of issuance.

Income (Loss) per share. Basic loss per share is based on the weighted average number of common shares
outstanding during the period. Diluted loss per share reflects the potential dilution that could occur if securities or
other contracts to issue common stock were exercised or converted into common stock. At September 30, 2006 and
2005, all potential common shares are excluded from the computation of diluted loss per share, as the effect of which
was anti-dilutive.

Stock-based compensation.

The company adopted SFAS No. 123-R effective January 1, 2006 using the modified prospective method. Under this
transition method, stock compensation expense includes compensation expense for all stock-based compensation
awards granted on or after January 1,2006, based on the grant-date fair value estimated in accordance with the
provisions of SFAS No. 123-R.

Prior to January 1, 2006, the company measured stock compensation expense using the intrinsic value method of
accounting in accordance with Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to

14
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the disclosure provisions of SFAS No. 123. Thus, expense was generally not recognized for the company’s employee
stock option and purchase plans.

There were no unvested stock options as of December 31, 2005. The Company approved a stock option plan at its
recently held shareholder meeting. The Company granted 7,500 (adjusted for post split effect) in options to Luis Leon,
its former Chief Executive Officer, as part of its settlement (See Note 14).

Gain recognition on sale of real estate assets. In accordance with SFAS No. 66, Accounting for Sales of Real Estate,

the Company performs evaluations of each real estate sale to determine if full gain recognition is appropriate and of
each sale or contribution of a property to a joint venture to determine if partial gain recognition is appropriate. The

application of SFAS No. 66 can be complex and requires the Company to make assumptions including an assessment

of whether the risks and rewards of ownership have been transferred, the extent of the purchaser’s investment in the
property being sold, whether its receivables, if any, related to the sale are collectible and are subject to subordination,

and the degree of its continuing involvement with the real estate asset after the sale. If full gain recognition is not

appropriate, the Company accounts for the sale under an appropriate deferral method.

Income Taxes. Deferred income tax assets and liabilities are computed annually for differences between the
consolidated financial statements and tax basis of assets and liabilities that will result in taxable or deductible amounts
in the future based on enacted laws and rates applicable to the periods in which the differences are expected to affect
taxable income (loss). Valuation allowance is established when necessary to reduce deferred tax assets to the amount
expected to be realized.

Advertising. The Company expenses advertising costs as incurred.

Segment Reporting. Statement of Financial Accounting Standards No. 131 ("SFAS 131"), "Disclosure about
Segments of an Enterprise and Related Information" requires use of the "management approach" model for segment
reporting. The management approach model is based on the way a company's management organizes segments within
the company for making operating decisions and assessing performance. Reportable segments are based on products
and services, geography, legal structure, management structure, or any other manner in which management
disaggregates a company.

Following is a summary of segment information by geographic unit for the period ended September 30, 2005:

CA NV ND TOTAL
Sales & Rental$228,469 $0 $201,775 $430,244
Income
Net income (loss) (653,111) 0 (64,591) (717,702)
Total Assets 1,988,294 0 46,300 2,034,594

Capital O 0 0 0
Expenditure

Depreciation and 33,888 0 0 33,888
amortization

During 2005, the Company sold two improved real properties and our unimproved parcel of land located Dickinson,
North Dakota and Las Vegas, Nevada. By the end of 2005, our remaining portfolio consisted of a 100% ownership
interest in the Katella Business Center in Orange, California, and a 53.8% ownership interest in the Campus Drive

16
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Office Building in Newport Beach, California. During the first quarter of 2006, the Company acquired investment
interest in two separate properties in Arizona.
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On January 6, 2006, the Company acquired a 25 percent Tenant-in-Common interest in a commercial property located
in Paradise Valley, Arizona for $300,000. The tenant-in common partners include a director of the Company, 25
percent, and an unrelated third party, 50 percent and SDI 25%. The unrelated third party will be responsible for all
costs of operation including, but not limited to, landscaping, maintenance, taxes, insurance, property management and
debt payments.

On February 15, 2006, the Company acquired a 33.3 percent interest in a property located in Phoenix, Arizona for
$200,000. The property consists of a 2,180 square foot structure on approximately 38,587 square feet of land. The
Company’s interest was purchased from Ms Jan Wallace, an officer and director of the Company. The property will be
used to house the Company’s headquarters. The Company is not responsible for any of the expenses and does not share
in the revenue stream associated with these properties.

Following is a summary of segment information by geographic unit for the period ended September 30, 2006:

CA AZ TOTAL
Commission & $249,387 $20,765 $270,144
Rental Income
Net income (loss) (305,491) (98,054) (403,545)
Total Assets 2,128,606 58,036 2,186,642
Capital200000 42440 242440
Expenditure
Depreciation and 31,937 1,282 33,219
amortization

Recent accounting pronouncements.

In February 2006, FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments”. SFAS No. 155
amends SFAS No 133, “Accounting for Derivative Instruments and Hedging Activities”, and SFAF No. 140,
“Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities”. SFAS No. 155,
permits fair value remeasurement for any hybrid financial instrument that contains an embedded derivative that
otherwise would require bifurcation, clarifies which interest-only strips and principal-only strips are not subject to the
requirements of SFAS No. 133, establishes a requirement to evaluate interest in securitized financial assets to identify
interests that are freestanding derivatives or that are hybrid financial instruments that contain an embedded derivative
requiring bifurcation, clarifies that concentrations of credit risk in the form of subordination are not embedded
derivatives, and amends SFAS No. 140 to eliminate the prohibition on the qualifying special-purpose entity from
holding a derivative financial instrument that pertains to a beneficial interest other than another derivative financial
instrument. This statement is effective for all financial instruments acquired or issued after the beginning of the
Company’s first fiscal year that begins after September 15, 2006. Management believes that this statement will not
have a significant impact on the consolidated financial statements.

In March 2006 FASB issued SFAS 156 ‘Accounting for Servicing of Financial Assets’ this Statement amends FASB
Statement No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities,
with respect to the accounting for separately recognized servicing assets and servicing liabilities. This Statement:

1.

18
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Requires an entity to recognize a servicing asset or servicing liability each time it undertakes an obligation to
service a financial asset by entering into a servicing contract.
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2. Requires all separately recognized servicing assets and servicing liabilities to be initially measured at fair value, if
practicable.

3. Permits an entity to choose ‘Amortization method’ or Fair value measurement method’ for each class of separately
recognized servicing assets and servicing liabilities:

4. At its initial adoption, permits a one-time reclassification of available-for-sale securities to trading securities by
entities with recognized servicing rights, without calling into question the treatment of other available-for-sale
securities under Statement 115, provided that the available-for-sale securities are identified in some manner as
offsetting the entity’s exposure to changes in fair value of servicing assets or servicing liabilities that a servicer
elects to subsequently measure at fair value.

5. Requires separate presentation of servicing assets and servicing liabilities subsequently measured at fair value in
the statement of financial position and additional disclosures for all separately recognized servicing assets and
servicing liabilities.

This Statement is effective as of the beginning of the Company’s first fiscal year that begins after September 15, 2006.
Management believes that this statement will not have a significant impact on the consolidated financial statements.

In September 2006, FASB issued SFAS 157 ‘Fair Value Measurements’. This Statement defines fair value, establishes
a framework for measuring fair value in generally accepted accounting principles (GAAP), and expands disclosures
about fair value measurements. This Statement applies under other accounting pronouncements that require or permit
fair value measurements, the Board having previously concluded in those accounting pronouncements that fair value
is the relevant measurement attribute. Accordingly, this Statement does not require any new fair value measurements.
However, for some entities, the application of this Statement will change current practice. This Statement is effective
for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those
fiscal years. The management is currently evaluating the effect of this pronouncement on financial statements.

In September 2006, FASB issued SFAS 158 ‘Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106, and 132(R)’ This Statement improves
financial reporting by requiring an employer to recognize the overfunded or underfunded status of a defined benefit
postretirement plan (other than a multiemployer plan) as an asset or liability in its statement of financial position and
to recognize changes in that funded status in the year in which the changes occur through comprehensive income of a
business entity or changes in unrestricted net assets of a not-for-profit organization. This Statement also improves
financial reporting by requiring an employer to measure the funded status of a plan as of the date of its year-end
statement of financial position, with limited exceptions. An employer with publicly traded equity securities is required
to initially recognize the funded status of a defined benefit postretirement plan and to provide the required disclosures
as of the end of the fiscal year ending after December 15, 2006. An employer without publicly traded equity securities
is required to recognize the funded status of a defined benefit postretirement plan and to provide the required
disclosures as of the end of the fiscal year ending after June 15, 2007. However, an employer without publicly traded
equity securities is required to disclose the following information in the notes to financial statements for a fiscal year
ending after December 15, 2006, but before June 16, 2007, unless it has applied the recognition provisions of this
Statement in preparing those financial statements:

20
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a. A brief description of the provisions of this Statement
b. The date that adoption is required
c. The date the employer plans to adopt the recognition provisions of this Statement, if earlier.
The requirement to measure plan assets and benefit obligations as of the date of the employer’s fiscal year-end

statement of financial position is effective for fiscal years ending after December 15, 2008.The management is
currently evaluating the effect of this pronouncement on financial statements.

NOTE 4 - Property and Equipment

The Company acquires income-producing real estate assets in the normal course of business. During 2005, the
Company sold a shopping center and vacant lot in Dickinson, North Dakota and a shopping center in Las Vegas,
Nevada. Property & Equipment comprised of following at June 30, 2006:

Estimated
Life

Buildings and
improvements $ 1,945,594 39 years
Leasehold
improvements  $ 38,623 15 years
Furniture, fixture
and equipment  $ 3