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OATH OR AFFIRMATION

1, ROBERT G. DORSEY ‘ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ULTIMUS FUND DISTRIBUTORS, LIC , as

of DECEMBER 31 ,20 05 | 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 solely as that of a customer, except as follows:

~ SUE A. PILCHER
-*'n‘rrw ‘Public, State of, ©h
2 mmission Explres 11@/27/2@@@ PRESIDENT

7" Notary Public
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Facing Page.

Statement of Financial Condition.
Statement of Income (Loss).
Statement of Changes in Financial Condmon

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors,

Computation of Net Capital. ‘

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Posse551on or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including approprlate 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.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report

(n)

A report describing any material madeq‘uacxes found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment ofcértain portions of this filing, see section 240.17a-5(e)(3).
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FRANZ CPAs, Inc.

Certified Public Accountants

11180 Reed Hlartman Highway, Suite 110 - Cincinnatr, Ohio 45242
(513) 489-4848 - FAX (513) 489-4856

Independent Auditor's Report

Member \!
Ultimus Fund Distributors,|LLC

We have audited the accompanying statement of financial condition of Ultimus Fund
Distributors, LLC (the Company) as of December 31, 2005, and the related statements of
income, changes in member equity, and cash flows for the year 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\ﬁnanmal statements based on our audit.
\

|

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. ’Ehose standards require that we plan and perform the audit to
obtain reasonable assurance I‘about whether the financial statements are free of material
misstaternent. An audit mcludes examining, on a test basis, evidence supporting the
amounts and disclosures in tpe financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall ﬁnancxal statement presentation. We believe that our audit
provides a reasonable basis f\or our opinion.

|

In our opinion, the financial ltatements referred to above present fairly, in all material
respects, the financial positid‘\‘n of Ultimus Fund Distributors, LLC at December 31, 2005,
and the results of their operations and their cash flows for the year then ended in
conformity with accounting pnnc1ples generally accepted in the United States of

America. ‘

| FRAnvE < PAas, TAC:
January 285, 2006
Cincinnati, Ohio




Ultimus Fund Distributors, LLC

Statement of Financial Condition

\.
|

Cash
Receivable from customers
Prepaid registration fees

Total current assets

Liabilities:

Total current liabilities
Commitments and contingent 1.
Member equity

Total liabilities and member ¢

The accompanying not

December 31, 2005

Assets

Liabilities and Member Equity

abilities

quity

206,577
15,501
24,023

246,101

246,101

246,101

es are an integral part of these financial statements
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Revenues:
Distribution fees

Ultimus Fund Distributors, LLC

for

Statement of Income

the Year Ended December 31, 2005

|

Contingent deferred sales charge i%\ncome

Underwriting fees
Total revenues

Expenses:
Management fees (Note 4)
Registration fees
Professional

Sub-servicing fees - related party (Note 4)

Total expenses

Net Income

The accompanying note

119,005
60,256
710

179,971

50,000
28,913
6,713
1,035

86,601

93,310

s are an integral part of these financial statements
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r]timus Fund Distributors, LLC
|
State\'\:ement of Changes in Member Equity
for the Year Ended December 31, 2005

Balance at December 31, 2004 $ 152,791
Net income 93,310
Member contributions -

Balance at December 31, 2005 $ 246,101

The accompanying note S are an integral part of these financial statements

6




I‘Jltimus Fund Distributors, LLC

Statement of Cash Flows
for the Year Ended December 31, 2005

|

Cash flows from operating activities:

Net income $

Changes in operating assets and %iabilities:
Receivable from customers |
Prepaid registration fees \\

93,310

(2,288)
(6,425)
(589)

Accounts payable ‘\
_ o |

\
Total changes

(9,302)

|
I
Net cash provided by operating activities
|

84,008

Change in cash

Cash at beginning of the year

84,008

122,569

Cash at end of the year $

206,577

The accompanying notes are an integral part of these financial statements




pltimus Fund Distributors, LLC
|

]\ Notes to Financial Statements

]\ December 31, 2005

1. Organization and Natu&‘re of Business

Ultimus Fund Distributors, LLC (the Company) is a broker-dealer registered with the
Securities and Exchange Commission (SEC), National Association of Securities Dealers
(NASD) and various state se‘curmes regulatory agencies. The Company is an Ohio
Limited Liability Company that is a wholly-owned subsidiary of Ultimus Fund Solutions,
LLC (Member). The Companny began operations on May 31, 2000 and received NASD

membership approval effective August 18, 2000.

The Member provides comprehenswe mutual fund services, including organization,

* consulting, fund admlmstratmn fund accounting and pricing, transfer agency and

shareholder services, to new a[md existing mutual fund groups. The Company serves as
the principal underwriter for Innutual fund groups that have contracted with the Member
for the provision of mutual fund services.

2. Significant Accounting f olicies

Estimates

The preparation of financial st‘\‘atements in conformity with generally accepted accounting
principles requires the Company to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results may differ from those
estimates.

Distribution Fee Income

'\
The Company contracts with mutual fund groups under a distribution agreement and
generally charges a flat monthly fee of $500, although fees are subject to negotiation.
Distribution fees are billed and\ recognized as eamed on a monthly basis over the term of

the respective contracts.
|

g I :
The Company also generates distribution fees pursuant to certain cash management
services agreements. Such fees are based on an established fee schedule.

Contingent Deferred Sales Charge Income

The Company generated contingent deferred sales charge (CDSC) income from a fund
that utilizes the Company’s distribution services.

Income Taxes
The Company is treated as a partnership for federal income tax purposes. Consequently,
federal income taxes are not payable by, or provided for, the Company. The Company’s
net income is allocated to the Member in accordance with regulations of the Company.




{Ultimus Fund Distributors, LLC

i Notes to Financial Statements
December 31, 2005

Registration Fee Expense

Registration fees are recorded at cost and amortized on a pro rata basis over the
respective licensing period. [ The Company incurs fees for NASD and various state
licensing requirements.

Sub-Servicing Fee Expense

The Company paid Member for certain administration, transfer agent and fund
accounting services. Effectrt/e March 1, 2005 the Company no longer directly
compensates Member for sub -servicing and instead includes sub-servicing fee expense as
part of the Cost Assumption ‘Agreement (see Note 4).

Cost Reimbursement \t

t
Mutual fund groups or their sponsor reimburse the Company for costs associated with the
licensing of individual representatrves Fund/SERYV, Networking and other transaction
costs; and the costs of reviewing and filing sales literature with the NASD. These costs

represent flow-through items l‘land are not reflected in the Company’s financial statements.

Statement of Cash Flows

‘t
|

For purposes of the Statement%t of Cash Flows, the Company has defined cash equivalents
as highly liquid investments, with original maturities of less than ninety days.

|
3. Receivable From Custon\")ers

|
Accounts receivable from customers include amounts due under distribution agreements
with thirteen mutual fund groups and amounts due under cash management services
agreements. Management expects to collect 100% of all outstanding accounts, therefore,

no allowance for doubtful _accounts has been provided.

4. Related Party Transactio\ns

The Member assumes certain c\\osts of the Company pursuant to a Cost Assumption
Agreement originally dated June 20, 2000 and subsequently replaced by an agreement
dated March 1, 2005. Specrﬁcally, the Company operates out of an office leased by the
Member. In addition, employees and other resources of the Member support the
Company’s operations, such as|certain administration, transfer agent and fund accounting
services. The Company pays a\$5 000 monthly management fee to Member under the
Cost Assumption Agreement. For the year ended December 31, 2005 the total
management fee equaled $50, OOO

As discussed above, the Company paid Member for sub-servicing prior to March 1, 2005.
Total sub-servicing fee expense‘s for the year ended December 31, 2005 equaled $1,035.

B
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{pltimus Fund Distributors, LLC
i

]\ Notes to Financial Statements

“\ December 31, 2005

i

f
S. Net Capital Requirem(%nts
i

The Company is subject to tthe Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net capital.
At December 31, 2005, the Company had net capital of $209,546, which was $184,546 in
excess of its requlred net cap1ta1 of $25,000.

6. Concentration of Revenues

A significant portion of the (‘Iompany’s revenues are derived from two customers.
Revenue earned from these particular customers accounted for approximately 37% and

23% of all revenues earned dnurmg 2005. In addition, 100% of the Company’s CDSC
income is derived from one customer.

7. Uninsured Cash BalancL

|
The Company maintains its cash deposits with a single financial institution that is insured
by the Federal Deposit Insura‘nce Corporation up to $100,000. Uninsured balances
totaled approximately $106, 577 as of December 31, 2005.

10
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FRANZ CPAs, Inc.

\\ Certified Public Accountants
|

|
11180 Reed F\-iartman Highway, Suite 110 - Cincinnati, Ohio 45242
\ (513) 489-4848 - FAX (513) 489-4856

H

Independent Auditor's Report on Supplemental Information

Member |
Ultimus Fund Distributors, ILLC

We have audited the accompanying financial statements of Ultimus Fund Distributors,
LLC as of and for the year ended December 31, 2005, and have issued our report thereon
dated January 25, 2006. Ou‘r audit was conducted for the purpose of forming an opinion
on the basic financial statements taken as a whole. The information contained in
Schedule [ is presented for p‘urposes 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 | ‘fin 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. \

Pursuant to SEC Rule 15c3-“1[(a)(2)(v) (the Net Capital Rule), the Company is required to
maintain a minimum net capita] requirement of $25,000. No material differences exist
between the computation reported on by the independent auditor (Schedule I) and the
Company’s unaudited filing of Part II or Part IIA of the FOCUS report.

\t
The Company operates pursuant to SEC Rule 15¢3-3(k)(2) (the Customer Protection
rule), limiting business to the distribution of mutual funds, including mutual fund

|
underwriter, sponsor, and retailer on a direct application basis (i.e., the Company does not
hold customer funds or safekeep customer securities). The Company is exempt from
Rule 15¢3-3. k

Fﬂﬁ/t/& < PAs, (-

January 25, 2006
Cincinnati, Ohio
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Ultimus Fund Distributors, LLC

~w Schedule 1

1
‘\
i

Computation of Net Capital for Broker and Dealers Pursuant to Rule 15¢3-1

! December 31, 2005

\ Computation of Net Capital
1

Total partner capital from Statement of Financial Condition
Deduct partner capital not allowable for net capital

Total partner capital iqualified for net capital

|
}
Add:

Liabilities subordinated to claims of general creditors
allowable in computation on net capital

Other (deductions) or allowable credits

Total capital and allox"‘yable subordinated borrowings
|
Deductions and/or ch”arges:
Total nonallowable assets from Statement of Financial Condition
Secured demand notcus deficiency
Commodity futures gonrracts and spot commodities - proprietary
capital changes

Other deductions anc\Jor charges

|
Other additions and/or, credits
Net capital before haircuts on securities positions

Haircuts on securities
Contractual securities commitments
Subordinated securities borrowings
Trading and investment securities:
Exempted securities
Debt securities
Options
Other securities

Undue concentrations
Other

Net Capital

3 246,101

246,101

246,101

(36,555)

S 209,546

See Independent Auditor's Report on Supplemental Information

12
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Ultimus Fund Distributors, LLC

Schedule I

Computation of Net Capital for Broker and Dealers Pursuant to Rule 15¢3-1

Total Al Liabilities from Statement of Financial Condition

Add:
Drafts for immediate credit

December 31, 2005

Computation of Aggregate Indebtedness

... .
Market value of securities borrowed for which
no equivalent value is paid or credited

Other unrecorded amounts

I
Total aggregate inde::btedness

i

Percentage of aggregat‘?\ indebtedness to net capital

|

Comﬁutation of Basic Net Capital Requirement

‘w\

. : [
Minimum net capital required

. Il .
Minimum doliar net caﬁxtal requirement

Net capital requirement
Excess net capital

Excess net capital at IOPO percent

$ -
S -
0%
S -
S 25000
5 25.000
S 184.546
S 209,546

See Independent Auditor's Report on Supplemental Information
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FRANZ CPAs, Inc.

Cemfed Public Accountants

11180 Reed Fartman Highway, Suite 110 - Cincinnati, Ohio 45242
(513) 489-4848 - FAX (513) 489-4856

Independent Auditor's Report on Internal Accounting Control

Member

Ultimus Fund Distributors, I’LLC
[

In planning and performing|our audit of the financial statements and supplemental
schedules of Ultimus Fund Distributors, LLC (the Company), for the year ended
December 31, 2005, we conl51dered its internal control in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not
to provide assurance on mtelrnal control.

l
Also, as required by rule 17a 5(g)(1) of the Securities Exchange Commission (SEC), we
have made a study of the przfcnces 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 and net
capital under rule 17a-3(a)(1 1) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Bh cause the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not

review the practices and proéedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requrrements for prompt payment for securities under Section 8
of Federal Reserve Regulatron T of the Board of Governors of the Federal Reserve
System

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 this responsibility, estxmates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the p\‘recedlng paragraph and to assess whether those practices
and procedures can be expectéd 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 transactrons 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 Uprocedures listed in the preceding paragraph.

|



Independent Auditor's Report on Internal Accounting Control (continued)

Because of inherent limitations in any internal control or the practices and procedures
referred to above, errors or fraud may occur and not be detected. Also, projection of any
evaluation of them to future aenods 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 matenal 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 the~ spemﬁc internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial stater‘nents being audited may occur and not be detected within a
timely period by employees i in the normal course of performing their assigned functions.
However, we noted no matters involving internal control that we consider to be material
weaknesses as defined above. \

We understand that practices g.nd 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 tt[le Securities Exchange Act of 1934 and related regulations,

and that practices and procedt%res that do not accomplish such objectives in all material
respects indicate a material inédequacy 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 mee\‘t the SEC's objectives.

This report is intended solely f\’or the information and use of the Member, management,
the SEC, NASD, 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.

Fltar 2 < PA,, TNC.
January 25, 2006
Cincinnati, Ohio
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