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OATH OR AFFIRMATION
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(a) Facing Page.
E((b) Statement of Financial Condition.
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(e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.
L‘ﬂ/ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
%{g) Computation of Net Capital.
[z/(h) Computation for Determination of Reserve Requirements Pursuant to Rule 13¢3-3.
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(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
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(1) An Oath or Affirmation.
[0 (m) A copy of the SIPC Supplemental Report.
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INDEPENDENT AUDITOR'S REPORT

To the Directors of
Professional Funds Distributor, LLC
King of Prussia, Pennsylvania

We have audited the accompanying statements of financial condition of Professional Funds Distributor, LLC (the
Company) as of December 31, 2005 and 2004, and the related statements of operations and member’s equity, and
cash flows for the years then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with U. S. generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. Anaudit 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 Professional Funds Distributor, LLC as of December 31, 2005 and 20904, and the results of its operations and its
cash flows for the years then ended in conformity with U. S. generally accepted accounting principles.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained on pages 7 to 10 is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but is supplementary information required by rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in the audit of the

basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Siuia Cary 5 0 Creesr, LT

SIANA CARR & O'CONNOR, LLP

February 19, 2006

1500 E. Lancaster Avenue, Paoli, Pennsylvania 19301  Telephone (610) 296-4200 Fax: (610) 296-3659 Email: solutions @scocpa.com




PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Statements of Financial Condition

December 31, 2005 and 2004

Assets 2005 2004
Cash and cash equivalents $229,501 $ 86,132
Accounts receivable 24,065 20,414
Deposits 6,439 7,156
Marketable securities 167 64
Property and equipment, net 1,834 2,262
Total assets $262,006 $116,028
Liabilities and member’s equity
Liabilities:

Accrued expenses $ 8910 $ 9,410

Payables to non-customers 187,273 39,516
Total liabilities 196,183 48,926
Member’s equity 65,823 67,102
Total liabilities and member’s equity $262,006 $116,028

(The accompanying notes are an integral part of these financial statements.)
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PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Statements of Operations and Member’s Equity
For the Years Ended December 31, 2005 and 2004

2005 2004
Revenues:
Consulting income §$ 125,000 $ 106,250
Interest income 252 165
Unrealized gain on marketable securities 3 4
Total revenues 125,255 106,419
Expenses:
Advertising 19,640 24,790
Consulting 106,000 94,000
Depreciation 672 663
Insurance 725 412
Licenses and permits 78,729 19,632
Loss on sale of assets 329 -0-
Office supplies & expense 4,250 4,193
Postage and delivery 1,068 1,064
Professional fees 5,949 6,950
Rent 4,000 4,000
Travel and entertainment 2,610 2,271
Expense reimbursements from customer (117,438) (68,975)
Total expenses 106,534 89,000
Net income 18,721 17,419
Member’s equity - beginning of year 67,102 55,183
Member distributions (20,000) (5,500)
Member’s equity - end of year $ 65,823 $ 67,102

(The accompanying notes are an integral part of these financial statements.)
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PROFESSIONAL FUNDS DISTRIBUTOR, LLC

Statements of Cash Flows

For the Years Ended December 31, 2005 and 2004

2005 2004
Cash flows from operating activities:
Net income $ 18,721 $17,419
Adjustments to reconcile net income to
net cash provided (used) by operating activities:
Depreciation 672 663
Loss on sale of assets 329 -0-
Unrealized gain on marketable securities (3) )
Increase in accounts receivable (3,651) (9,360)
(Increase) decrease in deposits 717 (2,774)
Increase {decrease) in accrued expenses (500) 1,448
Increase (decrease) in payables to non-customers 147,757 (18,995)
Net cash provided (used) by operating activities 164,042 (11,603)
Cash flows from investing activities:

Purchase of property and equipment (573) (1,247)

Purchase of marketable securities (100) (60)
Net cash used by investing activities (673) (1,307)
Cash flows from financing activities:

Member distributions (20,000} (5,500)
Net cash used by financing activities (20,000) (5,500)
Net increase (decrease) in cash and cash equivalents 143,369 (18,410)
Cash and cash equivalents - beginning of year 86,132 104,542
Cash and cash equivalents - end of year $229,501 $ 86,132

(The accompanying notes are an integral part of these financial statements.)
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PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Notes to Financial Statements
December 31, 2005 and 2004

o)

@

&)

ORGANIZATION AND BACKGROUND

Professional Funds Distributor, LLC (the Company), is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the National Association of Securities Dealers. The Company
is a single member Delaware limited liability company.

SIGNIFICANT ACCOUNTING POLICIES

Cash flow information

For purposes of cash flows, cash and cash equivalents include cash deposited in banks and cash invested in money
market mutual funds.

Accounts receivable

The Company carries its accounts receivable at cost and establishes an allowance for doubtful accounts based on
a history of past write-offs and collections. A receivable is considered past due if payments have not been
received by the Company for 90 days. Accounts are written off as uncollectible if no payments are received after
90 days. At December 31, 2005 and 2004, the Company considered accounts receivable to be fully collectible;
accordingly, no allowance for doubtful accounts is required.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the period. Actual results could differ from those estimates.

Income taxes

The Company is not a taxpaying entity for federal or state income tax purposes, and thus no income tax expense
has been recorded in the statements. Income of the Company is taxed to the member on his individual tax return.

CONCENTRATIONS OF CREDIT RISK
Cash in excess of FDIC insurance

At various times during the year, the Company’s cash balances exceeded the federally insured limit. At December
31, 2005, the Company’s uninsured cash balances totaled $158,025.




PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Notes to Financial Statements
December 31, 2005 and 2004

C))

)
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MAJOR CUSTOMER

During 2003, the Company entered an agreement with its sole customer to serve as a distributor and principal
underwriter to several families of mutual funds. Under this agreement, the Company is to be reimbursed for all
registration fees and other out-of-pocket expenses. Reimbursements from this customer totaled $117,438 and
$68,975 for the years ended December 31, 2005 and 2004, respectively.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of
a minimum net capital and a ratio of aggregate indebtedness to net capital, not exceeding 15 to 1. At December
31, 2005, the Company had net capital, as defined, of $33,460, which was $20,382 in excess of its minimum
required net capital of $13,078. The Company’s ratio of aggregate indebtedness to net capital was 5.86 to 1 as
of December 31, 2005.

The SEC customer protection rule (Rule 15¢3-3) requires the maintenance of reserves for customers accounts.
The Company is exempt from this under SEC Rule 15¢3-3(k)(1), because its business is limited to the distribution
of mutual funds and/or variable life insurance or annuities. The Company does not hold customer funds or
safekeep customer securities. Therefore, Schedules II and III on pages 8 and 9 are not applicable.

RELATED PARTY TRANSACTIONS

The Company has a one year servicing agreement, which renews annually, with a party related through common
ownership under which it receives office space and professional services. Servicing fees paid under this
agreement totaled $100,000 and $89,000 for the years ended December 31,2005 and 2004, respectively, and have
been included in consulting expense.

LEASE COMMITMENTS

The Company leases their office space under a license agreement with its sole customer. This agreement renews
annually. Rent expense incurred in connection with this lease was $4,000 for the years ended December 31, 2005
and 2004. The Company was reimbursed for rent expense in accordance with the distributor agreement (see Note
4).
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Schedule I
PROFESSIONAL FUNDS DISTRIBUTOR, LL.C
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2005
Net capital:
Total member’s equity $ 65,823
Less - ownership equity not allowable for net capital -0-
Total member’s equity qualified for net capital 65,823
Less - total non-allowable assets 32,338
Less - haircuts on securities 25
Net capital $ 33,460
Aggregate indebtedness $196,183
Total aggregate indebtedness $196,183
Computation of basic net capital requirement:
Net capital requirement C $ 13,078
Net capital 33,460
Excess of net capital $ 20,382
Excess of net capital at 1000% $ 13,842
Ratio of aggregate indebtedness to net capital 5.86t0 1




PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Computation for Determination of Reserve Requirement
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2005

Schedule 11

Not Applicable: The Company’s business
is limited to the distribution of mutual funds and/or
variable life insurance or annuities, The Company does
not hold customer funds or safekeep customer securities.




PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Information Relating to Possession or Control Requirement

Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2005

Schedule III

Not Applicable: The Company’s business
is limited to the distribution of mutual funds and/or
variable life insurance or annuities. The Company does
not hold customer funds or safekeep customer securities.



PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Notes to Supplemental Schedules
December 31, 2005

Reconciliation of the andited computation of Net Capital (Schedule I) and the computation of Net
Capital included in the Company's unaudited December 31, 2005 Focus Part I1A filing.

Not Applicable: There are no differences between the audited
computation of Net Capital (Schedule I) and the computation
of Net Capital included in the Company’s unaudited
December 31, 2005 FOCUS Part IIA filing.
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Independent Auditor’s Report on
Internal Control
Required by SEC Rule 17a-5

PROFESSIONAL FUNDS DISTRIBUTOR, LLC
Year Ended December 31, 2005

SIANA CARR & O’CONNOR, LLP
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INDEPENDENT AUDITOR'S REPORT

To the Directors of
Professional Funds Distributor, LLC
King of Prussia, Pennsylvania

In planning and performing our audit of the financial statements and supplemental schedules of
Professional Funds Distributor, LLC (the Company) for the year ended December 31, 2005, we
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing cur opinion on the financial statements
and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does
not carry securities accounts for customers or perform custodial functions relating to customer securities,
we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

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

3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customer as required by Rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling that responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of controls and the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

1500 E. Lancaster Avenue, Paoli, Pennsylvania 19301 Telepbone (610) 296-4200 Fax: (610) 296-3659 Email: solutions@scocpa.com




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

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be material in relation to the 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 internal control, including control
activities 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 SEC 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, 2005, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, the NASD
Regulation, Inc., and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties.

gwa (arr & QZWW, M>

SIANA CARR & O’CONNOR, LLP

February 19, 2006



