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OATH OR AFFIRMATION

I, J. Edward Pike, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement and
supporting schedules pertaining to the firm of Fifth Third Funds Distributor, Inc. as of March 31, 2007 are true and

correct. | 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.

__w“i‘é't'ﬂ'a'l"'* /ﬂ' %/{ / (A

goiANE R. WENDEL BAKER Signature
Public, State of Ghi _
My Coa;hrrlyu's.sjon wﬁiggo“ Financial and Operations Principal

Title

Notary Public

._]

his report** centains (check all applicable boxes):
(a) Facing page
{b) Statement of Financial Condition
(c) Staterient of Income
(d) Staternent of Cash Flows
(e) Staternent of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital
Staternent of Changes in Liabilities Subordinated to Claims of Creditors
{g) Computation of Net Capital
{h} Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanations, or 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.
Schedule of Segregation Requirements and Funds in Segregation Pursuant to Commodity Exchange Act

(k) A Reconciliation between Audited and Unaudited Statement of Financial Condition with respect to methods of
consolidation.

(1) An Cath or Affirmation.
(m) A Ccpy of the SIPC Supplemental Form.
{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
100 East Broad Street, Suite 2100
Columbus CH 43215

Telephone {614) 225 8700
Facsimile (614} 224 1044

Report of Independent Auditors

To the Board of Directors and Stockholder of
Fifth Third Funds Distributor, Inc.

In our opinion, the accompanying statement of financial condition and the related statements of
operations, of changes in stockholder's equity and of cash flows, present fairly, in all material respects,
the financial position of Fifth Third Funds Distributor, Inc. (a wholly owned subsidiary of The BISYS
Group, Inc.) (the “Company™) at March 31, 2007, and the results of its operations, changes in its
stockholder’s equity and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements are the responsibility
of th2 Company’'s management. Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit of these statements in accordance with
auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement
presantation. We believe that our audit provides a reasonable basis for our opinion.

The Company is a member of a group of affiiated companies and, as disciosed in the financial
statements, has extensive transactions and relationships with its affiliates. Because of these
relationships, it is possible that the terms of these transactions are not the same as those that would
result from transactions among unrelated parties.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplemental schedules on pages 9 and 10 are presented for purposes of additional
analysis and are not a required part of the basic financial statements, but are 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 alt material respects in relation to the basic financiai statements taken as
a whole.

?’m‘MMM LLP

May 29, 2007



Fifth Third Funds Distributor, Inc.

{A wholly owned subsidiary of The BISYS Group, Inc.}
Staternent of Financial Condition

March 31, 2007

—

Assets
Cash ' 3 1,731,456
Distribution fees receivable 698,857
Receivable from affiliates, net 17,571
Prepaid expenses 19,177
Other receivables 50,689
Total assets $ 2,517,750
Liabilities and Stockholder’'s Equity
Liabilities
Distribution fees payable $ 690,494
Accrued distribution related expenses 202,243
Other accrued expenses 37,400
Total liabilities 930,137
Stockholder's equity
Comraon stock, $1 par value; 1,000 shares authorized,
10 shares issued and outstanding 10
Capita! in excess of par value 900,000
Retained earnings 687,603
Total stockholder's equity 1,687,613
Total liabilities and stockholder's equity $ 2,517,750

The accompanying notes are an integral part of these financial statements.
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Fifth Third Funds Distributor, Inc.

{A wholly owned subsidiary of The BISYS Group, Inc.)
Staternent of Operations

Year Ended March 31, 2007

Revenues
Distribution fees $ 7961173
Commissions 683,474
Base distribution fees 125,000
Other income 87,741
Total revenues 8,837,388
Expenses
Distribution and distribution related expense 8,114,147
Commission expense 530,500
Administrative service fee to affiliate 83,303
Professional fees 26,152
Licenses and fees 75373
Intangit les tax 13,966
Other expenses 7 3,392
Total expenses 8,846,833
Loss before income tax benefit (9,445)
Income tax benefit (3,458)
Net loss $ {5,987)

The accompanying notes are an integral part of these financial statements.
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Fifth Third Funds Distributor, Inc.

{A whally owned subsidiary of The BISYS Group, Inc.)
Statement of Changes in Stockholder’s Equity
Year [2nded March 31, 2007

Total
Common Capital in Retained Stockholder's
Stock Excess of Par Earnings Equity
Balance at March 31, 2006 $ 10 § 900,000 § 693590 $ 1,593,600
Net loss - - (5,987) (5,987)
Balance at March 31, 2007 3 10 § 900,000 & 687603 $ 1,587,613

The accompanying notes are an integrai part of these financial statements.
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Fifth Third Funds Distributor, Inc.

(A wholly owned subsidiary of The BISYS Group, Inc.)
Statement of Cash Flows

Year Ended March 31, 2007

Cash flows from operating activities

Net loss

Adjustraents to reconcile net loss to net cash

used in operating activities
Increase in distribution fees receivable
Increase in receivable from affiliates, net
Increase in prepaid expenses
Increase in other receivables
Increase in distribution fees payable
Increiase in accrued distribution related expenses
Decrease in other accrued expenses

Net cash used in operating activities
Net change in cash

Cash
Beginning of year
End of year

Supplemental disclosures of cash flow information
Cash paid during the year for income taxes

(5,987)

(127,821)
(407,704)
(6,799)
(40,121)
119,458
134,927
(23,021)

(357,068)

(357,068)

2,088,524

$

1,731,456

The accompanying notes are an integral part of these financial statements.
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Fifth Third Funds Distributor, Inc.

(A whally owned subsidiary of The BISYS Group, Inc.)
Notes to Financial Statements

March 31, 2007

1. Organization

Fifth Third Funds Distributor, Inc. {the “Company™) is a wholly owned subsidiary of The BISYS
Giroup, Inc. ("BISYS"). The Company is registered with the Securities and Exchange Commission
("SEC™) as a broker-dealer and is a member of the National Association of Securities Dealers, Ing.
(“NASD").

The Company serves as a distributor and principal underwriter to Fifth Third Funds (the “Funds”)
and, as a result, substantially all of the Company’s revenues are earned from the Funds.

2 Significant Accounting Policies

Cash

The Company maintains cash deposits in @ bank which, from time to time, exceed the amount of
dzposit insurance available. Management periodically assesses the financial condition of the bank
and believes that any potential credit loss is minimal. :

Revenue Recognition

Distribution fees represent 12b-1 and shareholder servicing fees paid by the Funds pursuant to the
Distribution Agreement (the “Agreement”) between the Funds and the Company. Fees eamed by
the Company are principally determined based on average daily net assets of the Funds and are
accrued monthly.

Investors in certain classes of the Funds’ shares pay commissions to the Company for the
purchase of those shares based on a percentage of the value of the shares purchased. The
Company, in tum, pays commissions to the broker-dealers who originated the sales. Commission
income is recorded net of commission expense such that net commission income represents
ccmmissions earned by the Company as selling broker-dealer.

The Company follows Financial Accounting Standards Board Staff Position No. 85-24-1. Contrary
to the net accounting method described ahove, the implementation of this standard requires the
Company to record commission revenue and an equal offsetting commission expense when the
expense is funded by a third-party financing agent. As a result, the Company recorded $530,500 of
commission revenue and $530,500 of commission expense during 2007.

Bese distribution fees are fees eamed from the Funds’ distribution plan for providing ongoing
management and oversight of distributor activities. These fees are billed and earned monthly. The
fees contain a fixed annual component plus a variable portion if additionat services are provided.

Licenses and fees rebill represent payments made by the Funds’ adviser to compensate the
Company for certain expenses incurred. The expenses include NASD licensing and advertising
review fees.




Fifth Third Funds Distributor, Inc.

(A wholly owned subsidiary of The BISYS Group, Inc.)
Notes to Financial Statements

March 31, 2007

Distribution and Distribution Related Expense

Distribution expense represents 12b-1 fees paid to other broker-dealers which originally sold the
*und’s shares that generated the distribution fees pursuant to the Agreement. Distribution fees not
paid to selling brokers are used to support other distribution related activities as allowed under the
Distribution Plan. Distribution related expenses include, but are not limited to, the printing of
prrospectuses and reports used for sales purposes, advertisements, expenses of preparation and
printing of sales literature, expenses associated with electronic marketing and sales media and
communications, and other sales or promotional expenses.

lntangibles Tax
The intangibles tax represents a net worth based tax paid by dealers in intangibles in the state of
Ohio.

Ihcome Taxes

EISYS and its affifiates fite a consolidated Federal income tax return that includes the Company.
EISYS apportions Federal income tax expense or benefit among all the affiliates based on their
taxable income or loss, using corporate statutory rates adjusted for the effect of any temporary
differences of the Company. There are no state income taxes associated with the Company.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
ir the United States of America requires management to make estimates and assumptions that
a‘fect 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.

3. Related-Party Transactions

During the year ended March 31, 2007, BISYS and certain of its subsidiaries provided various
services to the Company, such as collecting and paying agent, use of office facilities, equipment,
personnel and other administrative services. The Company is charged an administrative service
fee for these services designed to cover the costs of providing such services. The monthly amount
charged to the Company increased effective July 1, 2006 and amounted to $83,303 for the year
ended March 31, 2007. The administrative service fee would not necessarily be the same if an
unrelated party provided these services to the Company.

4, Not Capita! Requirement

As a registered broker-dealer engaged in the sale of redeemable shares of registered investment
companies and certain other share accounts, the Company is subject to the SEC's Uniform Net
Capital Rule 15¢3-1 {the “Rule™), which requires the maintenance of minimum net capitai and
requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. At

March 31, 2007, the Company had net capital under the Rule of $1,196,761, which was $1,134,752
in excess of its minimum required net capital of $62,008. The Company’s ratio of aggregate
indebtedness to net capital at March 31, 2007 was .78 to 1.




Fifth Third Funds Distributor, Inc.

(A wholly owned subsidiary of The BISYS Group, Inc.)
Notes to Financial Statements

March 31, 2007

5, Flegulatory Compliance

The Company has claimed exemption from the provisions of SEC Rule 15¢3-3 under
Subparagraph (k)(1)}—all customer transactions are limited to the sale and redemption of
redeemable securities of registered investment companies and the Company does not handle
customer funds,

6. Contracts

The Company has an Agreement with the Funds under which it provides distribution services. The
Agreement continues in effect until terminated by either party. The Company receives commissions
.on sales of certain new Fund shares and 12b-1 and shareholder servicing fees paid by the Funds
fcr shares sold which are still outstanding.

The Company enters into sales agreements with various selling broker-dealers related to the sale
of the shares of the Funds. The Company pays these broker-dealers distribution expense (12b-1
fees) as outlined in their respective agreements.

The Company has an agreement with a third party financing agent with respect to the purchase
and sale of B and C shares of certain mutual funds, which have 12b-1 distribution plans and
contingent deferred sales charge features. Under this agreement, the financing agent pays the
Company the amount of the commission due to the selling broker-dealers in exchange for all future
contingent deferred sales charges and 12b-1 fees due the Company from the Funds.

The Company has a Distributor Services Agreement with the Funds' investment adviser for which
thiz Company provides ongoing management and oversight of distributor activities. The Funds’
investment adviser has agreed to compensate and reimburse the Company to the extent that the
Funds are not authorized to so compensate and reimburse the Company. The revenue is realized
as base distribution fees. The agreement contains a fixed annual fee pius a variable portion if
additional services are provided. The agreement continues in effect until terminated by either party.

. In the normal course of business, the Company may enter into contracts that contain a number of
representations and warranties, which may provide for general or specific indemnifications. The
Ccmpany's exposure under these contracts is not currently known, as any such exposure would be
based on future claims, which could be made against the Company. Management is not currently
aware of any such pending claims.

7. Subsequent Events

On May 2, 2007, BISYS announced that it has entered into an agreement under which Citibank
N.A. would acquire all of its outstanding shares. The transaction is expected to close in the second
hatf of 2007 and is subject to BISYS sharehoider approval and to regulatory approvals in the United
Stztes, Ireland and Bermuda.

Effective May 12, 2007, the Company no longer serves as distributor and principal underwriter to
the Funds. As a result, the associated contracts (Note 6) were terminated.



SUPPLEMENTARY INFORMATION



Fifth Third Funds Distributor, Inc.

{A wholly owned subsidiary of The BISYS Group, Inc.)

Schedule | - Computation of Net Capital Under Securities and
Exchange Commission Rule 15¢3-1

March 31, 2007

Total s’ockholder's equity from statement of financial condition $ 1,587,613
Deductions for nonallowable assets
Distribution fees receivable $ 303,415
Receivable from affiliate, net 17,571
Prepaid expenses 19177
Other receivable 50,689 380,852
Net capital 1,196,761
Net capital requirement (greater of 6-2/3% of aggregate
indebiedness or $5,000) 62,009
Excess net capital $ 1,134,752
Total aggregate indebtedness 3 930,137
Percentage of aggregate indebtedness to net capital 78%

There are no material differences between the computation above and the computation included
in the unaudited FOCUS report, Form X-17a5, Part Ii, filed as of March 31, 2007.

g



Fifth Third Funds Distributor, Inc.

(A wholly owned subsidiary of The BISYS Group, Inc.)

Schedule Il - Determination of Reserve Requirements and Information
Relating to Possession or Control Requirements Under

Securities and Exchange Commission Rule 15¢3-3

March 31, 2007

The Company claims exemption under the exemptive provisions of Rule 15¢3-3 under Subparagraph
(k)(1)}—-all customer transactions are limited to the sale and redemption of redeemable securities of
registered investment companies and the Company does not handle customer funds.
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
One North Wacker
Chicago IL. 60606
Telephone {312) 298 2000
Facsimile (312) 208 2001
Report of Independent Auditors on Internal Control Pursuant to
Securities and Exchange Commission Rule 17a-5

To the Board of Directors and Stockholder of
Fifth Third Funds Distributor, Inc.

in planning and performing our audit of the financial statements of Fifth Third Funds Distributor, inc. (a
wholly owned subsidiary of the BISYS Group, Inc.) (the “Company”) as of and for the year ended
March 31, 2007 in accordance with auditing standards generally accepted in the United States of
America, we considered the Company's internal control over financial reporting (“internal control”) as a
basls for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s
internal control.

Alsc, as required by Rule 17a-5{g){1) of the Securities and Exchange Commission (the "SEC"), we
havie made a study of the practices and procedures followed by the Company, including consideration
of control activities for safeguarding securities. This study included tests of compliance with such
practices and procedures, that we considered relevant to the objectives stated in Rule 17a-5(g), in
making the following:

1. The periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a){(11);
and

2. 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
relaling to customer securities, we did not review the practices and procedures followed by the
Comgpany in any of the following:

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

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

The management of the Company is responsible far establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estirnates and judgments by management are required to assess the expected benefits and related
cosls of controls and of the practices and procedures referred fo in the preceding paragraph, and to
assuss whether those practices and procedures can be expected to achieve the SEC's above-
mertioned objectives. Two of the objectives of internal control and the practices and procedures are to

11



PRICENATERHOUSE(COPERS

provide management with reasonable, but not absolute, assurance that assets for which the Company
has responsibility are safeguarded against [oss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded property fo
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
precading paragraph.

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

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assighed functions, to prevent or detect
missiatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
repoit financial data retiably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more: than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control,

Our consideration of internal control was for the limited purpose described in the first, second and third
paragraphs and would not necessarily identify all deficiencies in internal conirol that might be material
weaknesses. We did not identify any deficiencies in internal control and 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
nat 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 March 31, 2007 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, 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.

May 129, 2007

FEND
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