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OATH OR AFFIRMATION

[, Donald S.Rumery

swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Managers Distributors, Inc.

as of
December 31 19 2001

are true and correct. I further swear {or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as foilows:
N/A

> 2

Signature

/
/4(444«4,%
Tide

y
My Commission Expites April. 30, 2005

This report** contains (check all applicable boxes):

& (a) Facing page.

X (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

X  (d) Staterment of Changes in Financial Condition. . .

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

Tl (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

O (h). Compuraticn for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0 (1) Informarion Relating to the Possession or control Requirements Under Rule 15¢3-3.

®  (§) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

=0 (k) A Reconciliation berween the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

O @ An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Report. '

O

{n) A report des¢ribing any marerial inadequacies found to exist or found to have existed since the date of the previous audit.
x (o)Auditor's rceport on the(z1 stuc(i)y ané evaluation o‘gfl 1in erna? con}\l.rpois
x (p)Exemption provision under Rule 15¢3-3

**For conditions of confideniial treatment of cerrain portions of this filing, see section 240.17a-3(e)(3).
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Independent auditor's report

To the Board of Directors:

Managers Distributors, Inc.
Norwalk, CT

We have audited the accompanying balance sheets of Managers Distributors, Inc. as of
December 31, 2001 and 2000, and the related statements of income, changes in shareholder's
equity and cash flows for the year ended December 31, 2001, and for the period of December
27, 2000 (date of inception) to December 31, 2000. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Managers Distributors, Inc. as of December 31, 2001 and 2000, and the
results of its operations, changes in shareholder's equity and cash flows for the year ended
December 31, 2001 and for the period December 27, 2000 (date of inception) to December 31,
2000, in conformity with accounting principles generally accepted in the United States.

| /%%?W 4¢P

February 20, 2002

37 NORTH AVENUE, NORWALK, CONNECTICUT 06851-3832

MEMBER OF § DFK INTERNATIONAL WITH AFFILIATED OFFICES WORLDWIDE



MANAGERS DISTRIBUTORS, INC.

BALANCE SHEETS

As of December 31,
2001 2000
Assets
Cash and cash equivalents $ 234,379 $ 20,000
Accounts receivable 69,825 0
Prepaid expenses 9,000 0
Total assets $ 313,204 $ 20,000
Liabilities and shareholder's equity
Current liabilities
Accrued income taxes payable $ 16,047 $ 250
Accounts payable 4,486 0
Accrued expenses 131,127 0
Total liabilities 151,660 250
Shareholder's equity
Common stock (50,000 shares authorized, 1,000 shares
issued and outstanding; par value $.01 share) 10 10
Paid in capital 129,990 19,990
Retained earnings (deficit) 31,544 (250)
Total shareholder's equity 161,544 19,750
Total liabilities and shareholder's equity $ 313,204 $ 20,000

See accompanying notes.
2



MANAGERS DISTRIBUTORS, INC.

STATEMENTS OF OPERATIONS

For the period from
For the year December 27, 2000
ended (date of inception) to
December 31, 2000 December 31, 2000
Revenue $ 1,034,612 0
Expenses:
Salaries 664,893 0
Employee benefits 71,792 0
Payroll taxes 44,536 0
Professional fees 4,538 0
Travel 121,378 0
Conferences 5,978 0
Printing 2,913 0
Trade shows 18,748 0
Office expenses 21,174 0
NASD fees 4,216 0
Miscellaneous 26,031 0
Total expenses 986,197 0
Income before other income and provision for income taxes 48,415 0
Other income 7,625 0
Income before provision for income taxes 56,040 0
Provision for income taxes 24,246 250
Net income (loss) $ 31,794 (250)

See accompanying notes.
3




MANAGERS DISTRIBUTORS, INC.
STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY

For the year ended December 31, 2001 and
for the period from December 27, 2000 (date of inception) to December 31, 2000

Common Paid in Accumulated
Stock Capital Deficit Total
Balance, December 27, 2000 $ 0 $ 0 $ O $ 0
Issuance of stock 10 19,990 0 20,000
Net loss 0 0 (250) (250)
Balance, December 31, 2000 S 10 $ 19,990 $ (250) $ 19,750
Additional capital contributions 0 110,000 0 110,000
Net income 0 0 31,794 31,794
Balance, December 31, 2001 $ 10 $ 129,990 $ 31,544 $ 161,544

See accompanying notes.
4



MANAGERS DISTRIBUTORS, INC.

STATEMENTS OF CASH FLOWS

For the period from
For the year December 27, 2000
ended (date of inception) to

December 31, 2000 December 31, 2000

Cash flows from operating activities:
Net loss $ 31,793 $ (250)
Adjustments to reconcile net loss to net
cash used by operating activities:

(Increase) in accounts receivables (69,825) 0
(Increase) in prepaid expenses (9,000) 0
Increase in accrued expenses 131,127 0
Increase in accounts payable 4,487 0
Increase in accrued income tax payable 15,797 250
Net cash used in operating activities 104,379 0
Cash flows from financing activities:
Cash purchase for common stock 0 20,000
Cash contributions to capital 110,000 0
Net cash provided by financing activities 110,000 20,000
Cash flows from investing activities 0 : 0
Net cash flows 214,379 20,000
Cash and cash equivalents, at beginning of period 20,000 0
Cash and cash equivalents, at end of period A 234,379 $ 20,000
Supplemental disclosure of cash flow information
Income taxes paid $ 8,198 $ 0
Interest paid $ 0 $ 0

See accompanying notes.
5



MANAGERS DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE 1- PRINCIPAL BUSINESS ACTIVITY AND SIGNIFICANT ACCOUNTING
POLICIES

Incorporation and principal business activity

Managers Distributors, Inc. ("the Company"), a wholly owned subsidiary of The
Managers Funds, LLC ("LLC"), is incorporated under the laws of Delaware. The
Company is a broker-dealer registered with the Securities and Exchange Commission
("SEC") pursuant to Section 15 under the Securities Exchange Act of 1934 and is a
member of the National Association of Securities Dealers, Inc. ("NASD"). The
Company's principal business is to act as a distributor of mutual fund shares for a
family of funds known as Managers Funds.

Use of estimates

The preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts and disclosures. Actual results could differ from those
estimates.

Cash and cash equivalents
Cash equivalents represent balances in the Managers Money Market Fund, to which
the LLC provides administrative and shareholder services.

NOTE 2- RELATED PARTY TRANSACTIONS
In January 2001, the Company entered into an agreement with the LLC to provide
distribution services for mutual fund shares in The Managers Funds. The fee is based
on a percentage of certain Company overhead expenses. The LLC assumes certain of
the Company's expenses such as occupancy, telephone and utilities, bookkeeping and
certain personnel costs. The officers of the Company service as officers to related
companies, including the Company’s parent.

The accounts receivable of $69,825 as of December 31, 2000, is from the Company's
parent for services rendered.

NOTE 3 - INCOME TAXES
The income tax provision consists of the following:

2001 2000
Federal $ 16,984 $ 0
State ‘ 7,262 250

$ 24,246 $ 250



MANAGERS DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE 4- EMPLOYEE BENEFIT PLAN _
The LLC maintains a 401(k) profit sharing plan ("the Plan") covering the employees
of the Company. The Company's contributions to the Plan are based upon a

percentage of the employee's eligible annual compensation. Plan expenses for the
year ended December 31, 2001 was $36,500.

NOTE 5- NET CAPITAL REQUIREMENTS

As a registered broker-dealer, the company is subject to Uniform Net Capital Rule
15¢3-1 of the Securities and Exchange Commission. This rule requires the
maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of
December 31, 2001, the Company had net capital of $78,379, of which $68,268
was in excess of the minimum required net capital of $10,111. The Company's ratio
of aggregate indebtedness to net capital was 1.93 to 1 as of December 31, 2001.
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SUPPLEMENTARY REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of
Managers Distributors, Inc.

In planning and performing our audit for the financial statements of Managers Distributors, Inc.
for the year ended December 31, 2001, we considered its internal control structure, including
procedures for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on
the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures (including tests of compliance with such practice
and procedures) followed by Managers Distributors, Inc. that we considered relevant to the
objectives stated in rule 17a-5(g), to make the periodic computations of aggregate indebtedness
(or aggregate debits) and net capital under rule 17a-3(a)(11) and reserve required by rule 15¢3-
3(e). We did not review the practices and procedures followed by the Company (i) in making
the quarterly securities examinations, counts, verification and comparisons and the recordation
of differences required by rule 17a-13; (ii) in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers as required by rule 15¢3-3
and (111) in complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Governors of the Federal Reserve System, because the
Company's transactions are limited to the purchase, sale and redemption of redeemable
securities of registered investment companies. The Company also promptly transmits all
customer funds and delivers all securities received in connection with activities as broker-
~dealer, and does not otherwise hold funds or securities for, or owe money or securities to,
customers.

37 NORTH AVENUE, NORWALK, CONNECTICUT 06851-3832

MEMBER OF § DFK INTERNATIONAL WITH AFFILIATED OFFICES WORLDWIDE
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The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, management is required to make estimates and judgments to assess
the expected benefits and related costs of internal control structure policies and procedures and
of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the Commission's above-mentioned
objectives.

The objective of an internal control structure and of the practices and procedures is to provide
management with reasonable, but not absolute, assurance that assets for which the Company
has responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properly
to permit the preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of
any evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Qur consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weaknesses under the standards established
by the American Institute of Certified Public Accountants. A material weakness is a condition
in which the design or operation of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in amounts that would be
material in relation to financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control structure, including procedures for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations, and
that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at December 31,
2001 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers and other regulatory agencies
which rely on rule 17a-5(g) under the Securities and Exchange Act of 1934 and should not be
used for any other purpose.

/d{o/m{ V/WAZ 27
February 20, 2002
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Re: The Managers Distributors, Inc.
CRD#27314

Pursuant to Rule 17a-5(e)(4), for the year ending December 3.1, 2001, The Managerls1
Distributors, Inc. exclusively distributes registered open-end investment company s ares.
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