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OATH OR AFFIFMATION"
i, ROBERT G. DORSEY A {'

my knowledge and belief the accompanying financial statement and suppomng schedules pertaining to the firm of

ULTIMUS FUND DISTRIBUTORS, IIC : - - ‘ v as
of DECEMBER 31 20 06 | , 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

suedr (or affirm) that, to the best of

ctassified solely as that of a customer, except as follows:

SUEA. PILCHER ' {
- Nofary PUbIlC, State of Ohio | A ,d
4My Commisslon Explres 10/27/2009 : ‘ SlgnWE O
| -, - . PRESIDENT -~
_: ' Title

et

e Notary Publlc

" This report ** contains (check all applicable boxes)
(a) Facing Page.

(b)
(<)
(d)
(e)
(9
()

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

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

Statement of Changes in Liabilities Subordinated.to Claims of Creditors.
Computation of Net Capital.

{i) Information Re]atlpg to the Possession or Control Reqmr‘emems Under Rule 15¢3- 3

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

(k) A Reconciliation between the audited and unaudited Statements of Fmanc:al Condition with respecl to methods of
consolidation. ! .

(1) An QOath or Affirmation.

FZ)

P

[t

B

K]

0

B .
[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
a

O

E]

IE

O (m) A copy of the SIPC Supptemental Report.

O

{(n) Areport dcscnbmg anv material inadeguacies found to exist or found to have existed since the date of the previousaudit.

*=*fCor conditions ofcénﬁdenn’ai treatiment of certain por}ions of this filing, see section 240.17a-5(e)(3).

.




Ultimus Fund Distrill)utors, LLC

December 31,2006
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FRANZ CPAs, Inc.

!
Certified Publi!c Accountants
i
[1180 Reed Hartrman Highway, S;Jite 110 - Cinicinnati, Ohio 45242
{513) 489-4848 - FAX (513) 489-4856

Independent A}lditor'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, 2006, and the related statements of
income, changes in member equity, and cashiﬂows for the year then ended that you are
filing pursuant to rule 17a-3 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Comﬁany's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

~We conducted our audit in accordance with auditing standards generally accepted in the

United States of America. Those standards requlre 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,: lon 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 préscntatlon We believe that our audit
provides a reasonable basis for our opinion.

" In our opinion, the financial statements refcrred to above present fairly, in all material

respects, the financial position of Ultimus Fund Distributors, LLC at December 31, 2006,
and the results of their operations and their cash flows for the year then ended in
conformity with accounting principles gcnerally accepted in the United States of
America.

Nz I, T

February 21, 2007
Cincinnati, Ohio }
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Ultimus Fund Distributors, LLC

Statement of Financial Condition

December %’pl, 2006
Assc:ts
Cash - $ 228,534
Receivable from customers _ _ 16,284
Prepaid registration fees : 27,754
Total current assets - $ 272,572
1

Liabilities and Member Equity

Liabilities:
Accounts payable - related party (Note 4) ‘ $ 5,000 |

Total currcnf liabilities ' 5,000

Commitments and contingent liabilities ) -

Member equity | 267,572

Total liabilities and member equity | $ 272,572

‘
|

The accompanying notes are an inte!gral part of these financial statements
i
!
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Ultimus Fund Distributors, LLC
] _
Statement ot[' Income
for the Year Ended Diecember 31,2006
. - | ]
Revenues: ‘

| Distribution fees | S 114,631
Contingent deferred sales charge income 4,538

Total revenues 119,169

‘ Expenses:

| Management fees - related party (Note 4) 60,000
| Registration fees - 29,764
| - Professional 7,934
Total expenses i 97,698

Net Income ' $ 21,471

The accompanying notes are an inte'gralipart of these financial statements
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Ultimus Fund Distributors, LLC .

Statement of Changgs‘ in Member Equity
for the Year Ended December-31, 2006 .

t

Balarice at December 31,2005+ | - $ 246,101

Net income 21471

Member contributions

$ 267,572

Balance at December 31, 2006

|
|
|
|
|
|
|
|
|
!
1
|
!
|
|
I
3
|
|
|
l
|
I
|
l

The accompanying notes are an integral part of these financial statements
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Cash flows from :operating activities:

Net income

Changes in operating assets and liabilities:
Receivable from customers

Prepaid fegistraittion fees
Accounts payable

Total changes'

Net cash providéd by operating activities

Change in cash .

Cash at béginnihg of the year

Cash at end of thé year

Ultimus Fund Distributors, LLC

Statement of Fash Flows
for the Year Ended December 31, 2006

$ 21,471

(783)
(3,731)
5,000

486

21,957

21,957

206,577

$ 228,534

The accompanying notes are an integral part of these financial statements
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Ultimus Fund Di:stributors, LLC

!
Notes to Financial Statements
December‘31, 2006

|

Ultimus Fund Distributors, LLC (the Compan:y) is a broker-dealer registered with the
Securities and Exchange Commission (SEC),lNational Association of Securities Dealers
(NASD) and various state securities regulatory agencies. The Company is an Ohio
Limited Liability Company that is a wholly-owned subsidiary of Ultimus Fund Solutions,
LLC (Member). The Company began operatlons on May 31, 2000 and received NASD

1. Organization and Nature of Business

.membership approval effective August 18, 2000

1
The Member provides comprehensive mutual fund services, mcludmg organization,
consulting, fund administration, fund accountmg and pricing, transfer agency and
shareholder services, to new and existing mutual fund groups. The Company serves as
the principal underwriter for mutual fund gro{lps that have contracted with the Member
for the provision of mutual fund services. !

2. Significant Accounting Policies
Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires the Company to make estlmates and assumptions that affect certain
reported amounts and disclosures. Accordmgly, actual results may differ from those
estimates. i

I
Distribution Fee Income II

The Company contracts with mutual fund gr(l)ups 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 earned on a monthly basis over the term of
the respective contracts. |

The Company also generates distribution fees pursuant to certain cash management
services agréements. 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 serwces The CDSC income was discontinued in
August 2006 as a result of the fund convertmg to a no-load commission structure.

Income Ta.xes
The Company is treated as a partnership for fedcral income tax purposes. Consequently,

federal income taxes are not payable by, or prowdcd for, the Company. The Company’s
net income is allocated to the Member in accordance with regulations of the Company.
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Ultimus Fund Distributors, LLC

Notes to Financial Statemehts

Decemberi31, 2006
Registration Fee Expense ;
: i

Registration fees are recorded at cost and amortlzed on a pro rata basis over the
respective licensing period. The Company i incurs fees for NASD and various state
licensing requirements. 1

1 .

Cost Reimbursement l

Mutual fund groups or their sponsor rcimbursfc the Company for costs associated with the
licensing of individual representatives; Fund/SERV, networking and other transaction
costs; and the costs of reviewing and filing sales literature with the NASD. These costs
represent flow-through items and are not reflected in the Company’s financial statements.

Statement of Cash Flows i
For purposes of the Statement of Cash Flows) | the Company has defined cash equlvalents
as highly liquid investments, with original maturities of less than ninety days.

|
l

Accounts receivable from customers include :lzmounts 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 prov1ded

3. Receivable From Customers

4. Related Party Transactions _
: I

The Member assumes certain costs of the Coxlnpany pursuant to 2 Cost Assumption
Agreement originally dated June 20, 2000 and subsequently replaced by an agreement
dated March 1, 2005. Specifically, the Complany operates out of an office leased by the
Member. In addmon employees and other resources of the Member support the
Company’s operations, such as certain adm1n1strat10n 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, 2006 the total
management fee equaled $60,000.

|

!

|

!

|

9

|



‘Ultimus Fund Distributors, LLC " * '

Notes to Financial Stitements
- December;31, 2006

5. Net Capi'tal Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which requu‘es the maintenance of minimum net capital.

At December 31, 2006, the Company had net capltal of $226,030, which was $201,030 in-

excess of its I’CC]UII'Cd net capital of $25,000.

6. Concentration of Revenues

A significant portion of the Company’s revenues are derived from two customers.
Revenue earned from these particular customers accounted for approximately 27% and
20% of all revenues earned during 2006. In addltlon 100% of the Company’s CDSC
income was derived from one customer.

7. Uninsured Cash Balance
The Company maintains its cash deposits with a single financial institution that is insured

by the Federal Deposit Insurance Corporatloxﬂ up to $100,000. Uninsured balances
totaled approx1mately $128,534 as of December 31, 2006.
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FRANZ CPAs, Inc.

Certified Publié Accountants

11180 Reed Hartman Highway, Sunte 110 -« Cinginnati, Ohio 45242
{513) 489-4848 - FAX {513) 489-4856

Independent Auditor's Reportjon Supplemental Information
- [
|

Member

Ultimus Fund Distributors, LLC :
We have audited the accompanying ﬁnancial" statements of Ultimus Fund Distributors,
LLC as of and for the year ended December 31 2006, and have issued our report thereon
dated February 21, 2007. Our audit was conducted for the purpose of forming an opinion
on the basic financial statements taken as a whole The information contained in
Schedule 1 is presented for purposes of addmonal analysis and 1s not a required part of
the basic financial statements, but is supplcmentary 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. 3
: |

Pursuant to SEC Rule 15¢3-1(a)(2)(v) (the Net Capital Rule), the Company is required to
maintain a minimum net capital rcquiremeht of $25,000. No material differences exist
between the computation reported on by the mdependent auditor (Schedule I) and the
Company’s unaudited filing of Part Il or Part I1A of the FOCUS report.

The Company operates pursuant to SEC Rul¢ 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. :

[ . | ;. .

| /f% 2 Cit Zoe
February 21, 2007 : :
Cincinnati, Chio
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Ultimus Fund Distributors, LLC

Schedule I

! < December 31 2006

Computation of Net Capital

Total partner capital from Statement of Financial Condition

:Deduct partner capital not allowable for net capital

Total partner capital qualified for net capital

Add'

' Other (deductions) or aliowable credits

Total capital and allowable subordinated

Deductlons and/or charges:

' Total nonallowable assets from Statement of Fmanma] Condition

* Secured demand note deficiency

. Liabilities subordinated to claims of gcrltcra] creditors
allowable in computation on net capital '

borrowings

i Commodity futures contracts and spot commodities - propnetary

' capital changes
Other deductions and/or charges

‘Other additions and/or credits

:Net capital before haircuts on securitiesipositions

-

i 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

Page 1 of 2

' ,omputatlon of Net Capital for Brokers and Dealers Pursuant to Rule 15c3- |

§ 267,572 :

267,572

267,572 4

(41,542) ;

226,030

$ 226,030

Sec Independen: Auditor’s Report on Supplemental Information

12
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Add: .
Drafis for immediate credit

no equivalent value is paid or credited
Other unrecorded amounts

Total aggregate indebtedness

Minimum netrcapital required
Minimum dollar net capital requirement
Net capital requirement ‘
Excess net capital

Excess net capital at 1000 percent

See Independent Auditor's Repol

Ultimus Fund Distributors, LLC

Schedule [

! Computation of Aggregate Indebtedness

.Totlal A.L Liabilities from Statement of Financial Condition

Market value of securities borrowed for which

|
|
|

Percentage of aggregate indebtedness to netI capital

Cqmputation of Net Capital for Brokers and Dealers Pursuant to Rule 15¢3-1
December 31, 2006

3 5,000
3 5,000
2%

Computation of Basic Net Capital Requirement

3 333
3 25,000
3 25.000
3 201.030

$ 225,530

rt on Supplemental Information

Page 2 of 2
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FRANZ C‘!PAS,_lnc.

Certified Publ;'c{Accountants

' 1
11180 Reed Hartman Highway, Suiite 110 - Cincinnati, Chio 45242
(513) 489-4848 - FAX (513) 489-4856

Independent Auditor's Report o:n Internal Accounting Control

|
l
Member !

Ultimus Fund Distributors, LLC

In planning and performing our audit of the ﬁnanmal statements and supplemental
schedules of Ultimus Fund Distributors, LLCM(the Company), for the year ended
December 31, 2006, we considered its 1nterna1 control in order to determine our auditing
procedures for the purpose of expressing our oplmon on the financial statements and not
to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities 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 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
2. Recordation of differences required by rule 17a-13
3. 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 i1s responsnble for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulﬁlhng this responsibility, estimates and Judgmcnts by management are required to
assess the expected benefits and related costs of controls 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 SEC's above-mentioned objectives. Two
of the objectives of internal control and the p'ractlces and procedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safegnarded fagamst 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 lislted in the preceding paragraph.

!
14
|



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

Because of mherent hmltatlons in internal control or the practices and procedures referred
to above, error or fraud may occur and not be dctected 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
contro] 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 mlsstaternents 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 employc%es 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 Exichange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all matenial
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Compalfy‘s practices and procedures were adequate

~ at December 31, 2006, to meet the SEC's objectives.

This report is.intended solely for the 1nformat10n and use of the Member, management,
the SEC, NASD, and other regulatory agenc1es 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.

PNz M T

February 21, 2007
Cincinnati, Ohio




