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NAME OF BROKER DEALER: | “—\OFFICIAL USE ONLY
Lord Abbett Distributor LLC |
J A FIRM ID. NO.
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
M. Zapolm _ : (201) 395-2136
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|__B. ACCOUNTANT IDENTIFICATION |
I

INDEPENDENT PUBLIC ACCOUNTANT whose opition is contained in this Report*

\ BDO Seldman, LLP
| (Name — if individual, state last, first, middle name)
330 Madison Avenue New York New York 10017-5001
(Address) i (City) (State) PHOC ; )
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Certified Public Accountant
[ Public Accountant ' DEC 2 2 m
[ Accountant not in residence in United States or any of its possessions,
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*Claims for exemption from the requirement that the anr:ual report be covered by the opinion of an independent public accountant

must be supported by a statement of facts and circumstances relied on as the basis for the exempnan See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

! |
I, Robert S. Dow, affirm that, to the best of my krowledge and belief the accompanying financial statements and
supplemental material pertaining to Lord Abbett Distributor LLC (“Company”), as of September 30, 2006 and for

the year then ended, are true and correct. I further affirm that neither the Company nor any member or officer has
any propnetary interest in any account cla551ﬁed solely as that of a customer,

]

ELZABETH ESPINAL mwmwm ZZ / /g/
MOTARY PUBLICOF NEW SERSEY before me this /

mmmm‘ ’l ﬁ Nov' M ) Signature
/ Managigg Member
y% Qéf% &)p WICL“, . Titte

Nolary Publlc

(a) ‘Facing Page. |
(b) ‘Statement of Financial Condition.

(c) Statement of Operations. !

(d) ‘Statement of Cash Flows. |

(e) fStatemem of Changes in Member’s Equity.

(H: thes to the Financial Statements X

(g), Computanon of Net Caplta] pursuant to rule 15¢:3-1 and statement pursuant to Rule 17a-5(d)(4).
h). Computanon for Determma'non of Reserve chulremcnts Pursuant to Rule 15¢3-3.

(|) Informatlon Re]anng to the Péssesswn or Control Requirements Under Rule 15¢3-3.

(]) A Reconciliation, lncludmg Appropnate Explananon of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatlon for Determmahon of the Rcserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation Between the Audited and Unaudned Statements of Financial Condition With Respect to Methods of
Consohdanon RN S

‘_.

. g

() An Qath or Affirmation. ;
(m) Independent Auditor’s Repo'rli: g

;_zm,xgu' DE]IIZIEIVEZIDDE]EHZ

(n) Independent Auditor's Report on internal accounting control required by SEC Rule 17a-5.
. ’ - ' -.‘,.“£‘(:--
]

- F
**For conditions of confidential trea]tmem of certain portions of this filing, see section 240.17a-5(e)(3).
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Lot Abbet & Co. LLC
i Jersey City, Néw. {ersey :

BDO Seidman, LLP 330 Madison Avenue
BD O Accountants and Consultants New York, New York 10017
. @ Telephone: (212) 885-8000

Fax: (212) 697-1299

Independent Auditors’ Report
' |
i

o

A

We have audltedithe accompanymg statement of ﬁnanmal condmon of Lord Abbett
Dlstr1butor LLC ( l‘Cornpany”«) & wholly-owned sub31d1ary of Lord, Abbett & Co LLC,
as of Septemberl30 2006.] This -finan¢ial statement is ‘the - responsibility of the

Company §, mAnagement.. Our rcsponsﬂallrty Is to express an ‘opinion on this financial
statement based 01‘1 our audit.

\
We conducted our audit in accordance with audrtmg standards generally accepted in the

‘ Umted States of Amerlca Those standards require that we plan and perform the audit to

obtaln reasonable assurance about whether the statement of financial condition is free of

" material nnsstatement An aucht includes consideration of internal control over financial

reporting as a basm for dc51g mng audit, procedures ‘that, are appropriate -in the
circumstances, but not for the prrpose of expressmg an opinion on the effectiveness of
the Cornpany 8 mtemal contiol*over financial reporting. Accordmgly, we EXpress no
such opinion. An audlt also includes exammmg, on a-test basis, evidence supportmg the
amounts and dlsclosures 111 the sfatement of financial condition, assessing the

- accounting prmc1p1es used and., r.1gmfrcant‘estunates made by management, as well as

evaluating the overall financial- statement “presentation. We~ believe that our audit
provides a reasona?ble basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in
all material respects, the financial position of Lord Abbett Distributor LLC as of

‘September 30, 2006, in conformity with accounting principles generally accepted in the

United States of America.
/5 4o Wt—-—, s’

November 16, 2006
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September 30, 2006

Lord Abbett Distribut

- Statement of Financial C

-Assets

i

Cash and cash equivalents’ (mcludmg Loid Abbett U.S. Govemment and

Government Sponsored Enterpnses Money Market Fund of $36,672,244) $ 37,485,541

Prepald distribution costs ' 9,058,144
Receivable for distribution and service fess and sales commissions 10,404,548
Due from Managing Member (Note 3} 28,758
Other . . 304,937

1 ' .
et

Liabilities and Membler s Equity

" § 57,281,928

. Llablhtles
Accounts payable and accrued expenses= -, ' - - $ 18,172,802
" Due to Managing Member (Note3)1 "% , & R e e 4,595,471
.,'_. * . Total liabilities | . * : |- 7« = 3 aiy ¥ ©o 22,768,273
'Cominitment and contingencies (Notes 1 and 4) i :
. Member’s equity (Note 1) N L e o |
Capital = * ' P S | 410,496,358
Accumulated deficit ¢ % . .., . L T (375,982,703)
' 1 Total member’s équity 34,513,655
: ¢

$ 57,281,928

See accompanying summary of business and significant
accounting policies and notes to statement of financial condition.




" Organization

Cash and Cash’
" Equivalents

Lord Abbett Distribut

Lord Abbeit Distributor LLC (“Company”) is a New York limited

liability cornpany engaged in the general business of underwriting

and distributing securities of investment companies. The
Company is a broker-dealer registered with the Securities and
Exchange (Commission and a member of the National Association
of Securities Dealers and the Securities Investor Protection
Corporation. Lord; Abbett & Co. LLC (“Managing Member™), a
Delaware limited liability company, has a 100% interest in the

Company.

Company rzvenue is largely dependent on the total value of assets
and sales of domestic investment companies (“Investment
Companies™) which-are sponsored and managed by the Managing
Member. Accordmgly, fluctuations in' financial markets impact
the Company’s revenue and results of operatlons The Investment
Compaﬁxes are related parties to the Company.; All transactions
w1th the Investment Compames are'deemed to be at arms length.

The Manag;i mg Member has represented it will continue to make
capital contributions to the Company to ensure the continued
operations of the Company and compliance with capital
requirentents through September 30, 2007.

The Company maintains cash balances at various financial

institutions. At times, the amount on deposit at these institutions
exceeds the $100,000 maximum balance insured by the Federal
Deposit Insurance Corporation (“FDIC”).

Investments in Lord Abbett U.S. Government and Government
Sponsored Enterprises Money Market Fund are considered cash
equivalents.




Prepaid Distribution
Costs

Djstributio'n and Service
: Ff:es

Sales Commissions

Allocated Expenses |

Income Taxes

Use of Estimates

L_ord Abbett Distributc

Fees parid in advance to brokers in connection with the sale of
Class A, B and C shares of the Investment Companies are
capitalized and amortized over one year.

D1str1but10n and service fees are accrued monthly based on the
average net assets of the Investment Companies. The income from

"Class A and C contingent deferred sales charges collected is

deferrecl and amortized over six months with one-half of the
income bemg recogmzed in the month collected.

Sales comlmssmns income is recorded upon sale of securities of

_the [nvestnent Compames A .

+
N n

= N
. .

The Company receivés some of its services from the Managing
Member, which pl'ov1des the use of its employees, facilities and
utilities. The Company has amounts due. from/to the Managing
Member 1esulting from such transactions (Note 3). Expenses
directly related to distribution activities are specifically allocated
to the 1Company and other shared costs such as employees,
facilities and utilities are allocated based on relative time spent on
distribution activities and other means.

The Company is not a taxable entity for Federal, state and local
income tax purposes. Accordingly, there is no provision for
incomeltaxes in the accompanying financial statements. Any taxes
are the responsibility of the Managing Member.

The preparation of a statement of financial condition in
conformity with accounting prmc1ples generally accepted in the
United States of America requires management to make estimates
and assumptions that affect the reported amounts therein. Actual
results may differ from these estimates.
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' Requirements 1|
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2. Purchase and :
Sales Agreement

3. * Related Party
+ Transactions

- fﬁ.-z . Contingencies

1. Regulatory Net | .-

. . . I

Lord Abbett Distributs

Notes to Statement of Financial C

.The Cpmpany is subject to the SEC’s Uniform Net Capital Rule
" (Rule 1563 1), which requires the maintenance of  minimum
.regulai:orwr net capital and requires that the ratio of aggregate

indebtedress to regulatory net capital, both as defined, shall not
exceed 15 to 1. Regulatory net capital and aggregate mdebtedness
may fluctuate on a daily basis.

As of September 30, 2006, the Company had regulatory net
capital of $14,931,668 and a regulatory net capital requirement of
$1,517,864. The Comipany’s ratio of aggregate indebtedness to
regulatory net capital was 1.52 to 1 at September 30, 2006.

,On August 1 1996 the Company entered mto a purchase and
“sales; agreement w1th a counterparty that glves the purchaser an

excluswe right and obhganon to purchase future distribution fees
I‘CCEIdeIl and any contmgent deferred salés charges on Class B

.shares' of the Investrment Companies. ThlS agreement, which was

last-arhended: on June 30, 2006, has an initial term of two years
and expirzs on'June 1, 2008: This agreement will be automatically
extended for additional one-year periods unless either of the
parties provides at least nine months notice of their intent not to
renew.

Interc()nq)any receivables and payables with the Managing
Member are primarily due to expense allocations by the Managing
Member.

Lord, ‘Abbett & Co. LLC and its wholly—owned subsidiary, Lord
Abbett Distributor LLC (together, the “Firm”) have been named
as co- def,ndants in an action that alleges that: the Firm received
excessive fees from the Lord Abbett Funds. At this time, it is not
p0351b1e 10 assess whether the Firm will incur any liability in this
action and, if so, the amount of such liability.




P : BDO Seidinan, LLP 330 Madison Avenue
: ' Accountanis and Consultants New York, New York 10017
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Fax: (212} 697-1299

Independent Audltors Report
-~ On Internal Accountmq Control
Requ:red by Securities and:

i* Exchange ‘Commission Rule 17a- 5

i
Lord; Abbett & Co. LLC
Jersey Clty, New Jersey

"-~In planmng and performmg our audit of the financial statements ‘and supplemental
“'material of Lord Abbett Distributor LLC (“Company”) for the year ended
. -September 30, 2096 we considered its internal control; including control activities for
safeguardmg securities, in order to determine our auditing procedures for the purpose of
" expressing our OplI]_lOD on the fmanmal statements and supplemental material and not to

r

prov1de assurance on mternalfcontrol B LT

e :,;“‘4-..‘,;&. ‘H_,,..:x._._v R

E Also, as requlred by Rule 17a S(g)(l) of the Securities and Exchange Commission -

& ; (("SEC”), we hav1e made a’ stu:iy of the practices and procedures followed by the
* Company mcludmg tests of. such practices and procedures that we considered relevant
to the ob]ectlves stated m_Rule 17a~5(g) n the followmg )

av A

L. Makmg the périodic ¢computations of aggregate mdebtedness {or aggregate
+ debits) and net capital under Rule 17a-3(a)(11) and the reserve required by
Rule 15¢3-3(e).

2. Making ‘quarterly securities examinations, counts, verifications, and
comparisons and the recordation of differences required by Rule 17a-13.
| ,

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

4. Obtaining and maintaining physical possession or control of all fully'paid and
excess margin securities of customers as required by Rule 15¢3-3.
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The management !of the Company is respons1ble for establishing and maintaining

internal control and the practices and procedures referred to in the preceding paragraph.
.In fulfllhng this responsrbﬂrty, estimates and judgments by management are required to

assess the expected beneﬁtSrand related costs of controls and of the practices and

procedures referreti to in the préceding’ paragraph and to assess whether those practices
‘and: procedures can be expectcd to achieve the SEC’s above-mentioned objectives. Two

|
of the objectlves of internal ‘control and the practices and procedures are to provide
management w1th reasonab]e but not absolute assurance that assets for which the

'Compa.ny has respons1b111ty are safeguarded against loss from unauthorized use or .
chsposrtlon and that transactions are executed in accordance with management’s

authorization and recorded properly to permit the preparation of: financial statements in

:conforrruty with accounttng principles generally accepted in the United States of

America, Rule 17a-5(g) lists additional objectives of the practices and procedures listed

in the precedmg paragraph

: Because of mherent 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 -riskthat they may become
inadequate because of changes it conditions or that the effectrveness of their design and
operation may deterlorate . _ ' ' '

Our consrderatron of mternal cortrol - ‘would not necessarﬂy é’dlsclose all matters in
internal control that might bé material’ weaknesses under standards established by the
American Instrtute of Certified Public Accountants. A material weakness is a condition
in which the desrgn or operation of the specific 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 statements being -audited may occur and not be

~ detected within a'timely period oy employees in the normal course of performing their

assigned functions. However, we notéd no matters involving internal control, including
control activities for safeguarding securities, that we consider to be material weaknesses

~ as defined above.
) I

We understand that practices and procedures that-accomplish the objectives referred to

in the second paragraph of thiis 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 re8pepts 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 September 30, 2006 to meet the SEC’s objectives.

t




BDO Seidman, LLP - | -'*‘:—‘..' .
B D Accountants and Consultants
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+ The report is mt“anded sole]y ior the use of management, the SEC, the N.A.S.D.
Regulatlon Inc. and other regulatory agencies which rely on Rule 17a-5(g) under the
¢ : 'Secuntles Exchange Act-of 1934.in their regulation of registered brokers and dealers,

and is Dot mtended t6 be and should not be used by anyone other than these specified
T Uparties. 1

%‘AOJM%, c

Certified Public Accountants

New York, New York

November 16, 2006
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