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PART I - FINANCIAL INFORMATION

Item 1.      Financial Statements

The Company’s unaudited condensed consolidated financial statements included in this Form 10-QSB are as follows:

(a)  Unaudited Condensed Consolidated Balance Sheet as of June 30, 2005;
(b)  Unaudited Condensed Consolidated Statements of Operations for the three and six month periods ended June 30,

2005 and 2004;
(c)  Unaudited Condensed Consolidated Statements of Cash Flow for the six month period ended June 30, 2005 and

2004;
(d)  Notes to Unaudited Consolidated Financial Statements.

These unaudited condensed 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 June 30, 2005 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

(Unaudited)
June 30, 2005

ASSETS
Properties, net of accumulated depreciation $103,115.89 $ 1,966,547
Equipment, net of accumulated depreciation $6,265.00 10,150
Cash and cash equivalents 12,022
Receivables 1,960
Note Receivable 107,500
Prepaid Expenses 20,965
Restricted Cash 470,000
Other Assets 15,275
Total Assets $ 2,604,418

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages payable 1,396,698
Mortgages payable, related parties 223,630
Notes payable 314,500
Notes payable, related parties 187,715
Interest Payable 45,266
Accounts payable, accrued expenses and other liabilities 471,580
Total Liabilities 2,639,389

Minority Interest 124,513

STOCKHOLDERS' EQUITY
Unissued Shares 192,500
Series A Preferred Stock, 7,500,000 shares authorized,
    $0.01 par value, 7,109,600 issued & outstanding 71,097
Series B Preferred Stock, 20,000,000 shares authorized,
    $0.01 par value, 160,861 issued & outstanding 1,609
Series C Preferred Stock, 22,500,000 shares authorized,
    $0.01 par value, 250,000 shares issued & outstanding 2,500
Common Stock, 100,000,000 shares authorized, $0.001
    par value, 15,627,139 issued and outstanding 15,218
Paid In Capital 8,574,351
Accumulated Deficit (8,788,688)
Net Income (228,072)
Total Equity (159,484)

Total Liabilities & Stockholders' Equity $ 2,604,417

The accompanying notes are an integral part of these consolidated financial statements.
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SECURED DIVERSIFIED INVESTMENT, LTD.
Consolidated Statements of Operations

(Unaudited)

Three Month Periods Ended Six Month Periods ended
June 30 June 30

2005 2004 2005 2004
REVENUES:
Rental Income $ 136,180 $ 143,228 $ 283,650 $ 283,238
Brokerage 15,821 1,125 108,409 6,567
Total Net Revenues 152,000 144,353 392,060 289,805

OPERATING EXPENSES:
General and Administrative
Expenses 681,962 1,194,580 1,500,078 1,723,317

Operating Loss (529,962) (1,050,227) (1,108,018) (1,433,512)

Other Income and (Losses)
Gain on Equity Investment 20,415 (4,289) 36,204 (4,289)
Interest Expense (55,662) (25,219) (107,424) (76,393)
Interest Income 24,874 1,647 27,302 7,547
Minority Interest 13,369 (3,036) 22,882 2,990
Other 608,950 (26,700) 610,821 (35,780)
Total Other Income and Losses 611,946 (57,597) 589,786 (105,925)

Net Income (Loss) from
continuing operations 81,984 (1,107,824) (518,233) (1,539,437)

Discontinued Operations:
Net Income (Loss) - 37,506 290,161 (74,896)

NET INCOME (LOSS) $ 81,984 $ (1,070,318) $ (228,072) $ (1,614,333)

Net income (loss) per share,
continuing operations $ (0.13) $ (0.18)
Net income (loss) per share,
discontinued operations $ 0.01 $ (0.01)
Basic and diluted loss per share $ 0.01 $ (0.12) $ (0.02) $ (0.19)

Basic and diluted weight
average shares 13,068,155 8,624,539 13,068,055 8,552,176

The accompanying notes are an integral part of these consolidated financial statements.

F - 2

Edgar Filing: SECURED DIVERSIFIED INVESTMENT LTD - Form 10QSB

5



Table of Contents

SECURED DIVERSIFIED INVESTMENT, LTD.
Consolidated Statements of Cash Flows

(Unaudited)

Six Month Periods ended June 30
2005 2004

Cash flows from operating activities:
Net Loss (228,072) $ (1,614,333)
Adjustment to reconcile net loss to net cash provided by
operating activities:
Depreciation and Amortization 23,943 84,725
Consulting prepaid expense 140,000
Minority Interest (22,882) (2,990)
(Gain) Loss on equity investment (36,204) 4,289
(Gain) on disposal of subsidiary (290,161) -
Issuance of shares for consulting and real estate services 143,125 697,905
Issuance of shares 50,000 -
(Increase) decrease in assets and liabilities:
Receivables 43,063 33,819
Inventory - 2,489
Note Receivable (870,500) 400,000
Prepaid expenses (165,499) 18,543
Accrued interest added to notes payable (7,098) -
Payroll liabilities 615,102 -
Accounts payable, accrued expenses 7,424 489,998
Net cash provided (used) by operating activities (597,759) 114,445

Cash flow to investing activities:
Collection of note receivable - 52
Purchase of equipment (14,963) -
Investment in real estate (50,000) (400,000)
Proceeds from sale of real estate - 400,000
Proceeds from sale of subsidiary interest, net of investment 629,759 -
Net cash provided in investing activities 564,796 52

Cash flows from financing activities:
Proceeds from stock issuance - 45,000
Minority Interest 22,882 34,128
Proceeds on notes payable - related party 10,000 150,000
Payments on notes payable - related party (19,258) (342,197)
Proceeds from notes payable 62,500 -
Payments on notes payable (66,572) (27,762)
Net cash provided by (used in) financing activities 9,552 (140,831)

Net increase (decrease) in cash (23,411) (26,334)

Cash, beginning period 35,433 125,545

Cash, end of period 12,022 $ 99,201
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Supplemental disclosures:
Cash paid for interest $ 93,628 $ 152,341
Cash paid for income tax $ 800 $ -

Non-cash investing and financing activities:
Property acquired through stock issuances, net of debt $ - $ 367,500
Property acquired through stock issuances, net of debt $ - $ 33,930
Stock issued to Director for Notes Payable $ - $ 25,000
net of debt $ - $ -
Conversion of note to stock $ 10,976 $ -

The accompanying notes are an integral part of these consolidated financial statements.

F - 3

Edgar Filing: SECURED DIVERSIFIED INVESTMENT LTD - Form 10QSB

7



Table of Contents

SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

NOTE 1 - Basis of presentation and Going Concern

Basis of presentation:

The accompanying unaudited condensed consolidated interim financial statements have been prepared in accordance
with the rules and regulations of the Securities and Exchange Commission for the presentation of interim financial
information, but do not include all the information and footnotes required by generally accepted accounting principles
for complete financial statements. The audited consolidated financial statements for the year ended December 31,
2004 were filed on May 18, 2005 with the Securities and Exchange Commission and is hereby referenced. In the
opinion of management, all adjustments considered necessary for a fair presentation have been included. Operating
results for the three-month and six-month periods ended June 30, 2005 are not necessarily indicative of the results that
may be expected for the year ended December 31, 2005.

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 $8,788,687 as of June 30, 2005. The Company reported a net loss of $228,072 on June 30,
2005. The continuing losses continue to adversely affect the Company’s liquidity and ability to operate. The Company
continues to face serious significant business risks including, but not limited to, its ability to maintain vendor and
supplier relationships by making timely payments when due.

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 raise additional capital, obtain financing and succeed in its future
operations. The financial statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts and classification of liabilities that might be necessary should the Company be unable to
continue as a going concern.

Management intends to refinance existing properties and use the proceeds to fund operating shortfalls. There are no
assurances that the refinancing will occur or that the cash it generates will be adequate to meet the Company’s cash
requirements, which will affect the Company’s ability to continue to operate. In addition, the Company intends to raise
additional funds through a private placement of its securities. However, 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.

NOTE 2 - Nature of Operations

The Company was incorporated under the laws of the state of Utah on November 22, 1978. On July 23, 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, par value $0.01. On November 15, 2002, the Company
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

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. Currently, the Company owns shopping centers in Dickinson, North
Dakota; Las Vegas, Nevada; and Orange, California; the Company also owns a single story office building in Newport
Beach, California and an undeveloped vacant lot in Dickinson, North Dakota. The Company is currently focusing on
acquiring properties in markets with strong regional economies. However, there are no certainties that the Company
will be able to acquire any properties unless it raises capital.

NOTE 3 - Significant Accounting Policies

Consolidation. The accompanying consolidated financial statements include the accounts of the Company and it’s
wholly and majority owned subsidiaries, which include Diversified Commercial Brokers (DCB) LLC (53.8%),
Nationwide Commercial Brokers, Inc. (100%) - with limited operations to date; Decatur Center LLC (100%) - an
inactive company; and Diversified Commercial Mortgage LLC (100%) - an inactive company. 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 a certificate of deposit, in excess of federal deposit insurance limits, as collateral for a line of credit.

Revenue recognition. The Company’s revenues are derived from rental income and brokerage commission fees
derived from the sale of third party real estate transactions. Rental revenues are recognized in the period services are
provided. Brokerage commission fees are recognized when revenue is received.

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 1st trust deed on real property serve as collateral for the loan. The deposit is
returnable subject to the borrower meeting certain payment and financial reporting conditions. The Company also
maintains a $400,000 deposit in a bank as collateral for a line of credit of $400,000.

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.
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

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. Losses from the
equity investments reduce receivables from the associated companies.

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.

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 December 31, 2004 and 2003, all potential
common shares are excluded from the computation of diluted loss per share, as the effect of which was antidilutive.

Reclassification. For comparative purposes, prior period’s consolidated financial statements have been reclassified to
conform to report classifications of the current period.

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.

F - 6
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

Following is a summary of segment information by geographic unit for the six months ended June 30, 2005:

CA NV ND TOTAL
Sales  & Renta l
Income

$261,871 $0 $130,189 $392,060

Net income (loss) (41,517) 0(186,555) (228,072)
Total Assets 2,558,164 0 46,3002,604,464
C a p i t a l
Expenditure

0 0 0 0

Depreciation and
amortization

23,943 0 0 23,943

Following is a summary of segment information by geographic unit for the six months ended June 30, 2004:

CA NV ND TOTAL
S a l e s  &  R e n t a l
Income

$157,530 0 $126,261 $145,452

Net income (loss) (1,475,467) 21,748(160,614)(1,614,333)
Total Assets 2,678,447 0 0 2,011,636
Capital Expenditure 0 0 0 0
Depreciation and
amortization

22,266 22,266

Recent accounting pronouncements. In December 2004, the FASB issued FASB Statement No. 123R, "Share-Based
Payment, an Amendment of FASB Statement No. 123" ("FAS No. 123R"). FAS No. 123R requires companies to
recognize in the statement of operations the grant- date fair value of stock options and other equity-based
compensation issued to employees. FAS No. 123R is effective beginning in the Company's first quarter of fiscal 2006.
The Company believes that the adoption of this standard will have no material impact on its financial statements.

In December 2004, the FASB issued SFAS Statement No. 153, "Exchanges of Nonmonetary Assets." The Statement
is an amendment of APB Opinion No. 29 to eliminate the exception for nonmonetary exchanges of similar productive
assets and replaces it with a general exception for exchanges of nonmonetary assets that do not have commercial
substance. The Company believes that the adoption of this standard will have no material impact on its financial
statements.

In March 2004, the Emerging Issues Task Force ("EITF") reached a consensus on Issue No. 03-1, "The Meaning of
Other-Than-Temporary Impairment and its Application to Certain Investments." The EITF reached a consensus about
the criteria that should be used to determine when an investment is considered impaired, whether that impairment is
other-than-temporary, and the measurement of an impairment loss and how that criteria should be applied to
investments accounted for under SFAS No. 115, "ACCOUNTING IN CERTAIN INVESTMENTS IN DEBT AND
EQUITY SECURITIES." EITF 03-01 also included accounting considerations subsequent to the recognition of
other-than-temporary impairment and requires certain disclosures about unrealized losses that have not been
recognized as other-than-temporary impairments. Additionally, EITF 03-01 includes new disclosure requirements for
investments that are deemed to be temporarily impaired. In September 2004, the Financial Accounting
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

Standards Board (FASB) delayed the accounting provisions of EITF 03-01; however the disclosure requirements
remain effective for annual reports ending after June 15, 2004. The Company will evaluate the impact of EITF 03-01
once final guidance is issued.

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error Corrections.” This statement applies to
all voluntary changes in accounting principle and requires retrospective application to prior periods’ financial
statements of changes in accounting principle, unless this would be impracticable. This statement also makes a
distinction between “retrospective application” of an accounting principle and the “restatement” of financial statements to
reflect the correction of an error. This statement is effective for accounting changes and corrections of errors made in
fiscal years beginning after December 15, 2005. We are evaluating the effect the adoption of this interpretation will
have on its financial position, cash flows and results of operations.

NOTE 4 - Property and Equipment

The Company acquires income-producing real estate assets in the normal course of business.

Estimated
Life

Land $ 46,300
Buildings and
improvements

2,002,694 39 years

Leasehold
improvements

20,668 2-10
years

Furniture, fixture
and equipment

16,415 3-7 years

2,086,076
(109,380)

$
1,976,696

Depreciation expense at June 30, 2005 and 2004 was $23,943 and $65,250, respectively. No interest was capitalized
in either period.

NOTE 5 - Related Party Transactions

Seashore Diversified Investment Company (SDIC). Certain of the Company’s directors and officers were also directors,
officers and shareholders of SDIC. During 2004 and 2003, SDIC advanced monies to the Company under a revolving
note, bearing interest at 9%. The advance is due on demand. At June 30, 2005, the outstanding balance totaled
$165,875 with $28,562 in accrued interest.

C. Wayne Sutterfield (Sutterfield). At June 30, 2005, the Company owed Sutterfield, a director and significant
shareholder, two notes, $67,000 and $71,630 secured by 2nd trust deed on the T-Rex Plaza Mall and a 3rd trust deed on
5030 Campus. The notes bear interest at 8% and are due in 2006. Sutterfield is a minority owner in DCB LLC. In
addition to the interest payment on the 3rd trust deed, the Company, pursuant to the terms of the operating agreement,
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

William S. Biddle (Biddle). Biddle receives a monthly fee of $2,500 from Nationwide Commercial Brokers, Inc.
(“NCB”) in exchange for providing his brokers’ license to NCB. At June 30, 2005, the Company had outstanding fees
payable totaling $22,500.

In December 2004, the Company sold 37% interest in its Spencer Springs subsidiary to Biddle and Robert Leonard
(major shareholders) for $200,000. In March 2005, the Company sold its remaining interest in Spencer Springs to
Biddle for $577,777, which is comprised of $300,000 in cash and a promissory note for $277,777 accruing interest at
3% per annum, all due and payable on October 28, 2007. The note is secured by a $950,000 second trust deed on a
shopping center located in Las Vegas, Nevada, formerly owned by the Company (Spencer Springs). On May 2, 2005,
Biddle paid off the outstanding obligation plus all interest.

Prime Time Auctions, Inc (Prime Time). Prime Time is a shareholder of the Company. To date there are two
outstanding loans due Prime Time totaling $85,000 all of which bears interest at 15%, secured by the underlying
property, and maturing through 2005.

Robert Leonard (Leonard). Leonard, a significant shareholder of the Company has advanced $20,000 to the
Company’s subsidiary, Nationwide Commercial Brokers.

NOTE 6 - Notes Payable - Related Parties

Unsecured note, bearing interest at 9%, interest only,
due on demand

$ 165,875

Interest expense on the notes payable - related parties amounted to $7,422 and $5,169 for the six-month periods ended
June 30, 2005 and 2004, respectively, and $3,727 and $2,536 for the three-month periods ended June 30, 2005 and
2004, respectively.

NOTE 7 - Notes Payable

Secured line of credit, bearing interest at 5.25%, due on
Nov 30, 2005

$314,500

Total notes payable $314,500
Less current portion $314,500
Long term portion of note payable $ -0-

F - 9
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

NOTE 8 - Mortgages Payable

Mortgage note, bearing interest at 11.5%, due on June 25,
2006, secured by 1st trust deed on Katella Center

$ 370,000

Mortgage note, bearing interest at the “1 year constant
maturity treasury rate” plus 3.5%, adjusting annually,
currently 5.875%, principal and interest monthly, maturing
February 2, 2013, secured by 1st trust deed on 5030
Campus

691,813

Mortgage note, bearing interest at 8%, due on Feb. 4,
2008, secured by 2nd trust deed on 5030 Campus

110,000

Mortgage note, bearing interest at 12%, due on July 19,
2006, secured by 1st trust deed on T-Rex Plaza Mall

224,885

Total mortgages payable $ 1,396,698

NOTE 9 - Mortgages Payable - Related Parties

Mortgage note, bearing interest at 8%, due on Feb. 17, 2006, secured
by 2nd trust deed on T-Rex Plaza Mall

$ 67,000

Mortgage note, bearing interest at 8%, due on Dec. 31, 2006, secured
by 3rd trust deed on 5030 Campus

71,630

Mortgage note, bearing interest at 15%, due on Nov 19, 2005, secured
by 1st trust deed on vacant lot, Dickinson, North Dakota

60,000

Mortgage note, bearing interest at 15%, due on July 1, 2005, secured
by 2nd trust deed on Katella Center

25,000

Total mortgages payable- related parties $ 223,630

Interest expense on the Mortgages payable - related parties amounted to $9,602 and $4,864.76 for the six-month
periods ended June 30, 2005 and 2004, respectively, and $4,818 and $3,686.09, respectively, for the three-month
periods ended June 30, 2005 and 2004.

NOTE 10 - Stockholders’ Equity

In February 2003, the Company created three series of preferred stock, all of which are convertible at the option of the
holder: (1) Series A consisting of 7,500,000 shares with a par value of $0.01, a liquidation preference of $1.00 per
share, convertible into an equal number of common shares 36 months after issuance, with the same voting rights as
common stock; (2) Series B consisting of 20,000,000 shares with a par value of $0.01, a liquidation preference of
$0.50 per share, and convertible into an equal number of common shares 24 months after issuance; and (3) Series C
consisting of 22,500,000 shares with a par value of $0.01, a liquidation preference of $3.00 per share, and convertible
into an equal number of common shares 24 months after issuance. In the event the price of common stock is less than
the purchase price of the preferred stock on the conversion date, the holder is entitled to convert at a rate equal to the
purchase price divided by the common stock price.
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SECURED DIVERSIFIED INVESTMENT, LTD.
Notes to Unaudited Consolidated Financial Statements

June 30, 2005

On August 19, 2004, the Company obtained a written consent from the holders of a majority of its outstanding shares
of Common Stock and Series B Preferred Stock to amend the Certificate of Designation. Such consent amends the
terms of the Series B Preferred Stock to permit the Board of Directors to permit conversion of the Series B Preferred
Stock into Common Stock prior to the expiration of the two-year prohibition on conversion. All 250,000 shares of
Series C Preferred Stock also consented to the amendment. The amendment to the Certificate of Designation became
effective October 28, 2004. After approval to amend the Certificate of Designation, 5,839,479 shares of Series B
Preferred Stock were converted to Common Stock.

During the current reporting period the Company issued the following shares:

On May 17, 2005, the Company issued 18,750 shares of restricted common stock and 31,250 shares of Preferred
Series A preferred stock for previously transacted real estate.

On May 23, 2005, the Company issued 25,000 restricted shares of common stock for public relations services.

On June 7, 2005, the Company issued 43,905 restricted shares of common stock for debt repayment.

On June 7, 2005, the Company issued 92,500 restricted shares of common stock for various real estate services.

On June 7, 2005 the Company issued 425,000 shares of restricted stock for consulting and public relation services.

On June 7, 2005, the Company issued 10,000 restricted shares of common stock for web design and internet services.

NOTE 11- Commitment and Contingencies

Deferred maintenance. The Company has determined that T-Rex Plaza Mall needs repairs to its roof, heating and air
conditioning ventilation units, the facade and parking lot. During 2004 the Company spent $29,500 repairing the
parking lot. The estimated costs for said repairs are between $250,000 and $350,000.

Lease agreements. The Company is obligated under various ground leases (T-Rex Plaza Mall, Katella Center, and
5030 Campus), which include CPI increases, and an office lease requiring monthly payments through 2053. Annual
minimum lease payments for the next five years under existing agreements are as follows:

2006 $ 295,807
2007 281,434
2008 285,007
2009 288,652
2010 292,400

Thereafter 14,174,391

The lease expenses were $124,938 and $175,647 for the six-month periods ended June 30, 2005 and 2004,
respectively, and $62,609 and $84,960 for the three-month periods ended June 30, 2005 and 2004, respectively.
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June 30, 2005

Officer employment agreements. During 2003, the Company executed employment agreements with its officers that
extend through 2006. Effective April 1, 2005, the officers have rescinded their employment agreements and forgiven
the entire amount of their accrued salaries. The Company has entered into new employment agreements with the
officers. Shares and stock options issued under the previous agreements will be rescinded. The employment
agreements will provide for a reduced issuance of common stock and options vesting over the term of the agreement.

Unpaid taxes. The Company has not paid approximately $10,039 in 2004 property taxes on the T-Rex Plaza Mall due
March 1, 2005, and approximately $21,158 in property taxes and penalties on 5030 Campus Drive due April 10, 2005.
These amounts are currently delinquent.

Litigation. On January 11, 2005, the Company terminated the employment of Luis Leon, formerly the Chief Executive
Officer of the Company. On April 6, 2005, Luis Leon filed a complain against the Company in the Superior Court of
California, County of Orange, alleging causes of action for breach of contract, promissory estoppels, intentional
misrepresentation, violations of the California Labor Code. The Complaint seeks damages in an amount including
$116,359 of unpaid salary, $16,667 for one month unpaid vacation time, $5,548.27 for unpaid insurance benefits
through August 15, 2005, reimbursable expenses of $288plus a statutory penalty of $16,666. Mr. Leon also seeks a
grant of options to purchase $250,000 of Company Common Stock. The Company intends to vigorously defend the
action. Given the early stage of litigation, the likelihood of an unfavorable outcome cannot reasonably be estimated,
however, the estimated amount of the potential loss is approximately $140,000 plus costs of defense.

NOTE 12 - Stock Options

The following is a summary of the stock option activity:

Outstanding
a t
December
31, 2004

3,000,000

Granted 400,000
Forfeited -
Exercised -
Outstanding
at June 30,
2005

3,400,000

Following is a summary of the status of options outstanding at June 30, 2005

                                                                                                              Ou t s t and ing
Options                                                                    Exercisable Options

Exercise
Price

Number Weighted
Ave.
Remaining
Life

Weighted
Ave.
Exercise
price

Number Weighted
Ave.
Exerc ise
Price
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June 30, 2005

NOTE 13 -Equity Investments in Real Estate

The Company entered into a tenant-in-common agreement on May 14, 2004 with Denver Fund, I to purchase a
shopping center in Las Vegas, Nevada. The Company owns a 51% interest in the property and accounts for this
interest under the equity method. Both parties to the agreement are jointly and severally liable for the obligations of
the property and share in management decisions. The agreement provides the minority tenant with a preferential return
on profits while operating losses are allocated based upon the pro-rata ownership interest.

The following information is a summary of the balance sheet as of June 30, 2005:

Current Assets $ 51,813
Property and equipment, net 5,843,545
Other Assets 9,888
Total Assets 5,905,246

Current Liabilities 166,159
Other Liabilities 55,113
Long-Term Debt 4,047,329
Total Liabilities 4,268,601
Equity 1,636,645
Total Liabilities and Equity $ 5,905,246

Total revenues and net income for the six-months ended June 30, 2005 and 2004, were $414,417 and $70,988,
respectively, and $217,732 and $40,029, respectively, for the three-months ended June 30, 2005 and 2004. The
Company’s 51% of net income, $15,789 and $36,204, respectively, from property operations for the three-months and
six-moths ended June 30, 2005, were included in other income and losses in the accompanying consolidated
statements of operations. The long term debt is subject to a prepayment penalty should the Company and Denver Fund
I chose to repay the entire amount of the debt prior to maturity. As of June 30, 2005, the estimated prepayment penalty
was $398,452.

Note 14- Sale of a Subsidiary

Spencer Springs, LLC - In December 2004, the Company sold a 37% interest in its Spencer Springs for $200,000 to
Biddle and Robert Leonard (significant shareholder). Subsequently, in March 2005, the Company sold its remaining
interest in Spencer Springs to Biddle for $577,777, $300,000 in cash and a promissory note for $277,777 accruing
interest at 3% per annum, all due and payable on October 28, 2007. On May 2, 2005, Biddle paid off the outstanding
obligation plus all interest.

Note 15- Subsequent Events

In July 2005, the Company sold its entire 100% interest in Nationwide Commercial Brokers, Inc., to Robert J.
Leonard, a major shareholder of the Company, for $50,000. The Company realized a gain of $24,312 on the disposal
of the subsidiary. Additionally, the Company sold its inactive (dormant) subsidiary, Diversified Commercial
Mortgage, Inc., to Nationwide Commercial Brokers, Inc., for $1,000. Diversified Commercial Mortgage had no assets
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June 30, 2005

Three months ended
June 30, 2005

Six months ended
June 30,2005

Net Income (Loss)
from continuing
operations

$81,984 $(228,072)

Gain (Loss)
discontinued
Operations

24,312 24,312

Net Income (Loss) $106,296 $203,760

On July 28, 2005, the Company paid off its outstanding line of credit which had a balance of $395,000 at the time.
The Company paid off the balance with the certificate of deposit collateralizing the subject line of credit.

The Company and its tenant in common partner, Denver Fund I, have opened escrow to sell the Cannery West
Shopping Center, Las Vegas, Nevada, for $9,500,000 to an unrelated third party. Escrow is scheduled to close
September 1, 2005, or may be extended to October 1, 2005, with the payment of a $50,000 extension fee. The buyers’
have deposited in escrow $50,000 which becomes non-refundable at the expiration of the due diligence period. There
are commissions payable of $95,000 each to Denver Fund I and Nationwide Commercial Brokers who will pay the
Company $76,000. Nationwide Commercial Brokers was formerly a wholly owned subsidiary of the Company.
Additionally, National Commercial Brokers, who’s principal Ron Robinson was a former director of the Company)
will receive a commission of $190,000.

On August 16, 2005, the Company received a short payoff in the amount of $42,500 note secured by a second deed of
trust on commercial property in Alexandria, Minnesota. The original amount of the note was $50,000
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Item 2.     Management’s Discussion and Analysis

Forward-Looking Statements

Historical results and trends should not be taken as indicative of future operations. Management’s statements contained
in this report that are not historical facts are forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities and Exchange Act of 1934 (the “Exchange Act”),
as amended. Actual results may differ materially from those included in the forward-looking statements. The
Company intends such forward-looking statements to be covered by the safe-harbor provisions for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995, and is including this statement for
purposes of complying with those safe-harbor provisions. Forward-looking statements, which are based on certain
assumptions and describe future plans, strategies and expectations of the Company, are generally identifiable by use
of the words “believe,”“expect,”“intend,”“anticipate,”“estimate,”“project,”“prospects,” or similar expressions. The Company’s ability
to predict results or the actual effect of future plans or strategies is inherently uncertain. Factors which could have a
material adverse affect on the operations and future prospects of the Company on a consolidated basis include, but are
not limited to: changes in economic conditions, legislative/regulatory changes, availability of capital, interest rates,
competition, and generally accepted accounting principles. These risks and uncertainties should be considered in
evaluating forward-looking statements and undue reliance should not be placed on such statements. Further
information concerning the Company and its business, including additional factors that could materially affect the
Company’s financial results, is included herein and in the Company’s other filings with the SEC.

Management’s Discussion and Analysis

Overview

The following discussion should be read in conjunction with the condensed unaudited consolidated financial
statements and notes thereto of the Company appearing elsewhere in this report.

The Company currently owns and manages a portfolio of four improved real estate properties (three retail shopping
centers and one single-story office building) and one unimproved parcel of land. The five properties are located in Las
Vegas, Nevada; Dickinson, North Dakota; and Orange County, California.

Recent Developments

On April 5, 2005, the Board of Directors appointed Clifford L. Strand as the Chief Executive Officer and Mr. Strand
resigned his position as President. The Company then entered into an employment agreement with Ms. Jan Wallace to
serve as the President for a term of six months, subject to earlier termination. Ms. Wallace is a principal of Wallace
Black Financial & Investment Services (“WB”), which has been engaged as a consultant to perform certain investor
relations and public relations tasks. Pursuant to the consulting agreement with WB, the Company has agreed to pay a
monthly consulting fee of $10,000, of which $7,500 will be paid to Ms. Wallace for her services as an officer of the
Company. In addition, the Company has granted WB 400,000 shares of restricted Common Stock and options to
purchase 400,000 additional shares of Common Stock at exercise prices ranging from $0.50 per share to $2.00 per
share. In consideration for her services as President, Ms. Wallace will also receive approximately 54,900 shares of
Common Stock per month during her service. Biographical information on Ms. Wallace is contained in the Company’s
annual report Form 10-KSB for the year ended December 31, 2004.
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On May 24, 2005, Ron Robinson resigned as a member of the Company’s board of directors. There was no known
disagreement with Mr. Robinson on any matter relating to the Company’s operations, policies or practices.

On June 29, 2005, the Company executed several employment agreements which modified the existing agreements, in
part, by reducing the amount of the Company's accrued and future salary obligations.  A summary of the material
terms of each employment agreement is set forth in the table below. The employment agreements executed with
Messrs. Biddle, Johal, Trolf, and Strand are included as exhibits to this quarterly report.

Employees Term of
Employment

Compensation Position

William Biddle 2 years $90,000 for the first
year;
$97,200 for the
second year

V.P. of Sales and
Acquisitions

Munjit Johal 2 years $84,000 for the first
year;
$84,000 for the
second year

Chief Financial Officer

Gernot Trolf 2 years $72,000 for the first
year;
$77,760 for the
second year

Director of Operations

C.L. Strand 2 years $180,000 for the first
year;
an increase of 8%
each
following year

Chief Executive Officer

Biographical information on Messrs. Biddle, Johal, Trolf, and Strand is contained in the Company’s annual report
Form 10-KSB for the year ended December 31, 2004.

Disposition of Assets

The Cannery

On June 10, 2005, the Board of Directors determined that it was in the Company’s best interests to authorize
management to conduct the sale of the Cannery property.  Denver Fund I and the Company (as “Sellers”), entered into a
Purchase and Sale Agreement and Joint Escrow Instructions with Ray Koroghli or assignee (“Buyer”) for a sales price
of $9,500,000. The escrow is scheduled to close September 1, 2005, and may be extended to October 1, 2005 with an
extension payment of $50,000.  There are, however, substantial contingencies to this agreement which make its
closing still speculative at this time.  A deposit of $50,000 was made at the time escrow was open. This deposit
becomes non-refundable if the buyer fails to terminate escrow prior to expiration of the due diligence period.

If this transaction is consummated, there are commissions payable to a number of brokers, some of which will go
to Denver Fund I, Nationwide Commercial Brokers and National Commercial Properties. Nationwide Commercial
Brokers is a former subsidiary of the Company.  National Commercial Properties is an entity controlled by Mr. Ron
Robinson, a former director of the Company. 
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The Board of Directors further resolved that the net proceeds from the sale, approximately $2.1 million, shall be put
into an accommodator account and used to fund the purchase of another property. To further this goal, the board has
instructed management to select three (3) properties for the board to consider. Consistent with this mandate,
management is currently developing a plan to evaluate and acquire properties.
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Nationwide

Nationwide Commercial Brokers ("NCB") was incorporated on March 27, 2003, under the laws of the State of
California. It was incorporated for the purpose of real estate brokerage. It was a wholly owned subsidiary of the
Company which operates under the real estate brokerage license of William Biddle, officer, director, and major
shareholder of the Company. NCB paid Biddle $2,500 per month for his services. The Company capitalized NCB in
the amount of approximately $12,200. Although NCB was originally formed to be the exclusive broker for the
Company, the plan never materialized. In July 2005, the Company sold its 100% interest in NCB to Robert Leonard
for $50,000, a major shareholder of the Company and the Chairman of NCB.

Results of Operations

Revenue. The Company’s revenues are derived from rental income and brokerage commission fees derived from the
sale of third party real estate transactions. For the three month period ended June 30, 2005, the Company generated
total revenue of $152,000, compared to revenue of $144,353 for the same three month period in the prior year. For the
six month period ended June 30, 2005, the Company generated total revenue of $392,060, compared to revenue of
$289,805 for the same six month period in the prior year. For the three and six month period ended June 30, 2004 and
2005, rental income remained relatively unchanged. The increase in revenue for the three and six month period ended
June 30, 2005 when compared to the same reporting periods in the prior year was primarily attributable to a
significant increase in brokerage commissions that the Company received during the reporting period through its
subsidiary NCB. During the three month period ended June 30, 2005, the Company generated $15,821 from brokerage
commissions compared to $1,125 during the same period in 2004. During the three month period ended June 30,
2005, the Company generated $136,180 of revenue through rental income compared to $143,220 during the same in
2004. Following the sale of its interest in NCB, the Company anticipates that revenue will initially decrease because
the Company will no longer receive brokerage commissions and revenue is expected to increase following the
identification and acquisition of additional properties.

Operating Expenses. The Company’s only operating expenses are general and administrative expenses which consist
primarily of payroll expenses, depreciation expense, legal and accounting fees and costs associated with the
acquisition and ownership of real properties. General and administrative expenses for the three months ended June 30,
2005 decreased to $681,962 from the same reporting period in the prior year when general and administrative
expenses were $1,194,580. General and administrative expenses for the six months ended June 30, 2005 decreased to
$1,500,078 from the same reporting period in the prior year when general and administrative expenses were
$1,723,317. The decrease in operating expenses is primarily attributable to lower consulting fees paid during the three
and six months ended June 30, 2005. Significant consulting fees were incurred during the three month period ended
March 31, 2004 in connection with efforts to raise additional working capital. The Company incurred $226,774 in
consulting fees for the three months ended June 30, 2005 and $765,380 for the same three months in the prior year.
The Company incurred $385,774 in consulting fees for the six months ended June 30, 2005 and $785,380 for the same
three months in the prior year.

Operating Loss. Operating loss decreased to $529,962 for the three months ended June 30, 2005 compared to an
operating loss of $1,050,227 for the same three month period in the prior year. From the six months ended June 30,
2005 operating loss was $1,108,018 compared to $1,433,512 for the six month ended June 30, 2004. The decrease in
operating loss is primarily attributable to the significant reduction in general and administrative expenses from lower
consulting fees paid during the reporting period.
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Other Income and (Losses). Other income for the three months ended June 30, 2005 was $611,946 compared to other
losses of $57,597 for the three months ended June 30, 2004. Other income for the six months ended June 30, 2005 was
$589,786 compared to other losses of $105,925 for the six months ended June 30, 2004. The reporting of other income
is primarily attributable to management forgiving debt relating to accrued salary expense during the three months
ended June 30, 2005 netting approximately $658,000.

Net Income (Loss). Net gain was $81,984 or $(0.01) per share (basic and diluted) for the second quarter ended June
30, 2005 compared to a net loss of $1,070,318 or $(0.12) per share (basic and diluted) for the second quarter ended
June 30, 2004. Net loss was $228,072 or $(0.02) per share (basic and diluted) for the six months ending June 30, 2005
compared to a net loss of $1,614,333 or $(0.19) per share (basic and diluted) for the six months ending June 30, 2004.
The net profit reported for the three months ended June 30, 2005 is not attributable to operations, but is primarily
attributable to management forgiving debt relating to salary expense that was accrued since May 2003 netting
approximately $658,000.

Liquidity and Capital Resources

Capital Resources

The Company does not have significant cash or other liquid assets, nor does it have an established source of revenues
sufficient to cover its operating costs and to allow it to continue as a going concern. Moreover, the Company does not
currently have a financial institution as a source of financing. The Company anticipates that it will be dependent for a
significant period of time on additional investment capital to fund operating expenses, to meet debt service
obligations, and to fund additional property acquisitions before achieving profitability. Since its inception, the
Company has covered its capital requirement shortfall through additional financing from its larger shareholders.
Because of the Company’s current negative equity position, fund-raising from non-affiliated third parties may be
difficult resulting in continued reliance upon funding from its larger shareholders. These larger shareholders, however,
are under no obligations and have made no commitments to continue to fund the Company.

At June 30, 2005, the Company had $12,022 of cash and cash equivalents to meet its immediate short-term liquidity
requirements. To date, the Company has paid no dividends and does not anticipate paying dividends into the
foreseeable future.

The Company intends to fund operations for the year ending December 31, 2005 through increased revenue from
additional property acquisitions and debt and/or equity financing arrangements. Thereafter, the Company may be
required to seek additional funds to finance long-term operations. The successful outcome of future financing
activities cannot be determined at this time and there is no assurance that if achieved, the Company will have
sufficient funds to execute its intended business plan or generate positive operating results.

Cash Flows from Operating Activities

Net cash used by operating activities was $ 597,759 for the six months ending June 30, 2005 compared to net cash
provided by operating activities of $114,445 for the six months ending June 30, 2004. Management is currently
considering potential opportunities to acquire real estate. The decision to acquire one or more properties or
investments in unconsolidated real estate will generally depend upon (i) receipt of a satisfactory environmental survey
and property appraisal, (ii) an absence of any material adverse change relating to the property, its tenants, or local
economic conditions, and (iii) adequate financing. There is no assurance that any of these conditions will be satisfied
or, if satisfied, that the
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Company will purchase any additional properties or make any further investments in unconsolidated real estate.

Cash Flows from Investing Activities

Net cash from investing activities amounted to $564,796 for the six months ending June 30, 2005 compared to $52 for
the six months ending June 30, 2004.

At June 30, 2005, the Company does not have any material planned capital expenditures resulting from any known
demand based on existing trends. However, management may conclude that expenditures to improve properties are
necessary and/or desirable. The Company’s shopping center in Dickinson, North Dakota will require further
expenditures for improvement.

Cash Flows from Financing Activities

Cash used by financing activities amounted to $9,552 for the six months ending June 30, 2005 compared to $140,831
for the six months ending June 30, 2004. The primary reason for the decrease was attributable to no sales of stock and
reduction in notes payable. .     

The Company intends to acquire additional properties and make additional investments in unconsolidated real estate
and may seek to fund these acquisitions through proceeds received from a combination of subsequent equity offerings,
debt financings or asset dispositions.

Critical Accounting Estimates and Policies

The preparation of these financial statements in accordance with accounting principles generally accepted in the
United States of America requires us to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. The Company believes
that its critical accounting policies are those that require significant judgments and estimates such as those related to
revenue recognition and allowance for uncollectible receivables and impairment of real estate assets and deferred
assets. These estimates are made and evaluated on an on-going basis using information that is currently available as
well as various other assumptions believed to be reasonable under the circumstances. Actual results could vary from
those estimates and those estimates could be different under different assumptions or conditions.  

Revenue Recognition and Allowance for Uncollectible Receivables

Base rental income is recognized on a straight-line basis over the terms of the respective lease agreements. Differences
between rental income recognized and amounts contractually due under the lease agreements are credited or charged,
as applicable, to rent receivable. The Company maintains, as necessary, an allowance for doubtful accounts for
estimated losses resulting from the inability of tenants to make required payments that will result in a reduction to
income. Management determines the adequacy of this allowance by continually evaluating individual tenant
receivables considering the tenant’s financial condition, security deposits, letters of credit, lease guarantees and current
economic conditions.

Impairment of Real Estate Assets

The Company assesses the impairment of a real estate asset when events or changes in circumstances indicate that the
net book value may not be recoverable. Indicators management considers important that could trigger an impairment
review include the following:
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§  a significant change in the manner in which the asset is used.

Item 3.     Controls and Procedures

The Company carried out an evaluation of the effectiveness of the design and operation of its disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) as of June 30, 2005. This evaluation was
carried out under the supervision and with the participation of its Chief Executive Officer, Mr. Clifford L. Strand, and
Chief Financial Officer, Mr. Munjit Johal. Based upon that evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that, as of June 30, 2005, the Company’s disclosure controls and procedures are effective.
There have been no significant changes in the Company’s internal controls over financial reporting during the quarter
ended June 30, 2005 that have materially affected or are reasonably likely to materially affect such controls.

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information
required to be disclosed in reports filed or submitted under the Exchange Act are recorded, processed, summarized
and reported, within the time periods specified in the SEC's rules and forms. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed in
reports filed under the Exchange Act are accumulated and communicated to management, including the Chief
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.

Limitations on the Effectiveness of Internal Controls

The Company’s management does not expect that its disclosure controls and procedures or internal control over
financial reporting will necessarily prevent all fraud and material error. An internal control system, no matter how
well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control
system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control
systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any,
within the Company have been detected. These inherent limitations include the realities that judgments in
decision-making can be faulty, and that breakdowns can occur because of simple error or mistake. Additionally,
controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by
management override of the internal control. The design of any system of controls also is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in
achieving its stated goals under all potential future conditions. Over time, control may become inadequate because of
changes in conditions, or the degree of compliance with the policies or procedures may deteriorate.
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PART II - OTHER INFORMATION

Item 1.     Legal Proceedings

A discussion of all material ongoing legal proceeding, captioned Luis Leon v. Secured Diversified Investment, Ltd.
(case no. 05CC04651), filed in the Superior Court of California, County of Orange, can be found in the Company’s
annual report on Form 10-KSB for the year ended December 31, 2004. Except as set forth below, there are no material
developments to report.

Ms. Maria Leon, the wife of Luis Leon, was recently added as a plaintiff with her claims pertaining to medical
insurance coverage against the Company.

Item 2.     Unregistered Sales of Equity Securities and Use of Proceeds

Consulting Issuances

During the reporting period, the Company issued a total of 572,500 shares of common stock for to several consultants
in exchange for services rendered. Included in these issuances, were 245,000 shares of common to Jan Wallace,
President of the Company. The Company issued shares pursuant to an exemption from registration by reason of
Section 4(2) of the Securities Act of 1933, as amended. The Company did not engage in any general solicitation or
advertising. The transfer agent affixed the appropriate restrictive legends to the stock certificates.

Brubaker Issuance

In August 2003, the Company purchased a leasehold interest from Seacrest Limited partnership on the Hospitality Inn
in Dickinson, North Dakota. Seacrest included individuals who are major shareholders of the Company, including
Cliff Strand, Wayne Sutterfield, Robert Leonard, Sumiye Leonard and minority shareholders including Mr. Gary
Brubaker. The leasehold interest was purchased for a total of 4,000,000 shares (1,320,000 shares of common stock
and 2,680,000 shares of Preferred A stock). The dollar consideration was approximately $2.5 million. Due to
oversight, Mr. Brubaker never received his promised shares in connection with the transaction. On May 17, 2005, the
Company issued 18,500 shares of common stock and 31,250 shares of Preferred A stock to Mr. Brubaker for the
acquired real estate. Because the Company sold the leasehold interest in the Hospitality Inn in October 2004, the
Company expensed the issuance of the shares as "other expenses." The shares were issued pursuant to an exemption
from registration under Section 4(2) of the Securities Act of 1933, as amended. The Company did not engage in any
general solicitation or advertising. The transfer agent affixed the appropriate restrictive legends to the stock certificate.

Royal Issuance

In connection with the acquisition of the Hospitality Inn in August 2003, the Company assumed an unsecured note
payable to Carlos Royal in the amount of $19,980.47, dated June 19, 2003. The interest rate on the note was 9%,
which matured on June 20, 2005, with a total amount outstanding of $20,976.44. The note was paid off by $10,000.00
in cash and Mr. Royal agreeing to take 43,905 shares of common stock in the Company for the balance. The shares
were issued on June 7, 2005 pursuant to an exemption from registration by reason of Section 4(2) of the Securities Act
of 1933, as amended. The Company did not engage in any general solicitation or advertising. The transfer agent
affixed the appropriate restrictive legends to the stock certificate.
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Item 3.     Defaults upon Senior Securities

None

Item 4.     Submission of Matters to a Vote of Security Holders

No matters have been submitted to the Company’s security holders for a vote, through the solicitation of proxies or
otherwise, during the quarterly period ended June 30, 2005.

Item 5.     Other Information

None.

Item 6.      Exhibits

E x h i b i t
Number

Description of Exhibit

10.1 Employment Agreement Dated June 29, 2005 between the
Company and William Biddle

10.2 Employment Agreement Dated June 29, 2005 between the
Company and Munjit Johal

10.3 Employment Agreement Dated June 29, 2005 between the
Company and Gernot Trolf

10.4 Employment Agreement Dated June 29, 2005 between the
Company and C.L. Strand

10.5 Agreement of Purchase and Sale and Joint Escrow
Instructions dated July 1, 2005 between the Company,
Denver Fund I and Ray Koroghli or Assignee

31.1 Certification of Chief Executive Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer and Chief
Financial Officer pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
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SIGNATURES

In accordance with the requirements of the Securities and Exchange Act of 1934, the Registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Secured Diversified Investment, Ltd.

Date: August 22, 2005

By:/s/  Clifford L. Strand                                                                       
             Clifford L. Strand
Title:   Chairman of the Board and Chief Executive Officer and
             Principal Executive Officer
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