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PricewaterhouseCoopers LLP

2001 Market Street
Philadelghia PA 19103-7042
Telephone (267) 330 3000
Facsimile {267) 33G 3300

Report of Independent Auditors

To the Board of Directors and Stockholder of
P.J. Robb Variable Corperation

In o:ur cpinion, the accompanying statement of financiat condition and the related statements of
mcome changes in stockholder's equity, and cash flows that you are filing pursuant to Rule 17a-5
undar the Securities Exchange Act of 1634, present fairly, in all material respects, the financial position
of P J. Robb Variable Corporation (a wholly owned subsidiary of The BISYS Group, Inc.} (the
Company y at December 31, 2006, and the results of its operations and its cash fiows for the year then
ended in conformity with accounting principles generally accepted in the United States of America.
The}se financial statements are the responsibility of the Company’'s management; our responsibility is
10 express an opinion on these financial statements based on our audit. We conducted 'our audit of
thes e statements in accordance with auditing standards generally accepted in the United States of
AmPrlc:a which require that we plan and perform the audit to obtain reasongble assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
testibaSis evidence supporting the amounts and disclosures in the financial statements, assessing the
accoun!mg principles used and significant estimates made by management, and evaluatlng the overall
fmanmal statement presentation. We believe that our audit provides a reasonabie baS|s for our
OpIn!OI’I ;

The Company is 2 member of a group of affiliated companies and, as disclosed in the Fnanclal
statﬂments has extensive transactions and relationships with its affiliates. Because of these
re!atzonshnps 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 far the purpose of forming an opinion on the basic financial statements takan
asd whele. The supplemental schedules on pages 10 and 11 are presented by management for
pur;goses of additional analysis and are not a required part of the basic financial statements, but are
supoiementary information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such
mformatlon has been subjected to the auditing procedures applied in the audit of the basic financial

statfments and, m our opinien, is fairly stated in all material respects in relation to the basic financial
statzments taken'as a whole. i

megé LiP l

Marth 27, 2007 !

Two Commerce Square, Suite 1700




F?.J. Robb Variable
Corporation

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

Financial Statements and Supplementary
Information Pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934 and Report of
Ir'lldependént Auditors on internal Control Pursuant
to Securities and Exchange Commission Rule 17a-5
December 31, 2006 '
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P.J. Robb Variable Corporation

(A wt}olly owned subsidiary of The BISYS Group, Inc.)
Statement of Financial Condition
December 31, 2006

Assets

Cash|

Comimissions receivable - first year, net of allowance of $46,632
Commissions receivable - renswal

Deferred tax assets

Prepaid expenses

Total assets

Liabilities and Stockholder's Equity
Liabilities
Colmmissions payable - first year
Payables to affiliate
Inter-company line of credit
Accrued expenses and other hiabilities
Total liabilities

Stockholder's equity

Coimmon stock, no par value; 2,000 shares authorized;
1,400 shares issued and outstanding
Retained earnings

Total stockholder's equity
Total liabilities and stockholder's equity

The accompanying notes are an integrat part of these financial statemenis.
1

2

1,467,839
367,867
9,567
18,336
6,212

1,869,821

1,990
68,610
233,635
87,899

392,134

35,000
1,442,887

1,477,687
. 1,868,821
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P.J. Robb Variable Corporation
{A wholly owned subsidiary of The BISYS Group, Inc.} .
Statement of Income

Year Ended December 31, 2006

Revenu?
Commission income 5 1,754,711
~ Total revenue © 1,754,711
Expensies
Bonus expense 815,180
Administrative service fees o affiliate 84,000
Management service fees to affiliate 51,639
Trademark royalty fees to affiliate 56,777
Reguiatt‘:ry fees f 42,820
Outside service fees - audit . 114,847
Outside service fees - other : : 21,750
Franchisie tax 10,130
Depreciation 452
Dues and memberships ‘ 1,157
Interest :experlse to affiliate : 7,592
Other expenses 5 4884 .
Total expenses t4,211,228
Income pefore taxes ' . 543483
Income ‘axes 211,415
Net income 3 332,068

A ———E—————

The accompanying notes are an integral part of these financial statements,

o
~




pP.J. Robb Variable Corporation

(A who!ly owned subsidiary of The BISYS Group, Inc.)

Stat¢=ment of Changes in Stockholder’s Equity

YeanEnded December 31, 2006

Balances at December 31, 2005
Net income
Balaﬁces at December 31, 2006

: Total
Common Retained i Stockholder's
Stock Earnings : Equity
5 35000 $ 1,11061% 3 1,145,619
- 332,068 332,068
3 $ 1,442687 $ 1,477,687

35,000

The accompanying notes are an intagral part of these financial statements.

4
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P.J. Robb Variable Corporation

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

Year Ended December 31, 2006

Cash flows from operating activities
Netincome
Adjusltments to reconcile net income to net cash
provided by operating activities
Depreciation
Change in commissions receivable - first year
Change in commissions receivable - renewal
Chz;mge in deferred tax assets
Change in prepaid expensas
Change in commissions payable - first year
Change in accounis payable
Change in payables to affiliate
Change in accrued expenses and other liabilities

Net cash provided by operating activities

Cashtﬂows from financing activities
Advances in inter-company line of credit

Net cash provided by financing activities
Cash at beginning of year
Cash'at end of year

Supp%lemental disclosure of cash flow information
Cash paid ior taxes

The accompanying notes are an integral part of these financiat sialements.

5

'3

332,068

452
(349,211)
(4,663)
(12,174)
(3,719)
(8,294)
(26,791)

30,334
(941)

\ (42,939)

485,730
485,730

: 1,025,048

% 1,467,839

50,000
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P. .‘.l3 Robb Variable Corporation : [

(A whotly owned substdlary of The BISYS Group,.lhc.) - |

Notes to Financial Statements

December 31, 2006 - |

1.

2.

_ Organization

1 The P.J. Robb Variable Corporation (the "Company”) is a wholly owned subsidiary ‘E)f The BISYS
- Group, Inc. {"BISYS"). The Company is registered with the Securities and Exchang'e Commission
(“SEC") as a broker-dealer and is a member of the National Assocratson of Securities Dealers, inc.
("NASD"). l
' The Company acts as a retail broker-dealer of individual variable life insurance and annuity -
products for various insurance carriers. The Company's primary revenue source is commissions
- from carriers for the sale and renewal of these products. The Company conducts businesson a
_national bass. .
t

. Significant Accounting Policies

. Revenue Recognition
“The Company recognizes commission inceme on an accrual basis when products are sold or
. renewed based on agreed-upon percentages with the insurance carriers that include certain
' percentages related to BISYS obtaining-specified volume tevels with carriers. Bonus percentages
_are adjusted monthly based on actual volume of preduct sales at BISYS. 3
Commrssron revenue on the accompanying statement of incame of $1,754,711 is recorded net of
. commission paymenis of $16,861. g
+ Commiissions Receivable &
The Company's receivables are from life insurance carriers. The Company performs appropriate
credit evaluations of its customers and generally does not reguire collateral for commlssrons
receivable.
l t
: The Company has reflected commissions receivable arising from the Company's operations on its
statement of financial position. In its capacity as a retail broker-dealer of individual variable life
insurance and annuity products, the Company coliects commissions from carriers for first year
‘product sales and subsequent renewals.

. P

: The Company maintains an allowance for commission adjustments in its commissions receivable.
'In estabnshmg the required allowance, management considers historical losses, current receivable
aging and exrstrng economic conditions.

‘Income Taxes ‘ '

‘The Company is included in the consolidated federal income tax return for BISYS, The Company's
method of income tax conforms with Statement of Financial Accounting Standards No 108,
Accountmg for Income Taxes, which establishes financial accounting and reporting 'standards for
the effect of income taxes. The objectives of accounting for income taxes are {o recognize the
+amount of taxes payable or refundable for the current year and deferred tax I|ab!%:tres and assets
for the future tax consequences of events that have been recogmzed in the financial statements.

o
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P.J.Robb Variable Corporation 5
(A wholly owned subsidiary of The BISYS Group, In¢.)
Notes to Financial Statements ‘ :
Decéember 31, 2006 _ '

. . l
The components of the provision for income taxes for the year ended December 34, 2006 are as

follows:

' Current . S8 199241

+ Deferred 12174
Total federal and state tax . $ 211,415

‘The armount in the current income taxes is included in the inter-company line of credlt The primary
component of deferred tax assets is the allowance for doubtful accounts.

"
i
¥

‘Use of Estimates ?

The preparation of financial statements in conformity with accountmg principles generally accepted
in the United States of America requires management to make estimates and assumptions that
laffect the reported amounts of assets and liabilities and disclosure of contingent assets and
fhabi]mes at the date of the financial statements and the reported amounts of revenues and
.expenses during the reporting period. Actual results could differ from those estimates.

‘Concentration of Credit Risk

The Company maintains cash deposits in one principat bank which exceeds the amount of deposit

insurance available. Management periodically assesses the financial condltton of the institution
-and believes that any potential credit loss is minimal. ' 4
Concentratson of Relationship Risk ' Y
Tha Company's sales representatives generate revenue by selling individual variable [ife insurance
policies to the clients of brokerage house financial advisors, The Company's sales representatives
thave access to more than a haif dozen major financial firms and many more mid- to-smalf sized
;f irms. Access to these brokerage firms is important for the Company because it provides access to
the financiat advisors, who in turn provide access to the clients who purchase the lnd vidual
variable life insurance policies. In 2006, more than 8§0% of the Company's revenues were

}generated from three financial firms. !

¥

3. Net Capital Requirement

As a registered broker-dealer, the Company is subject to the SEC's Uniform Net Capitai Rule
1503 1 (the "Rule"), which reguires the maintenance of minimum net capital, as defined, and
‘requires hat the ratic of aggrepats indebiedness {0 net capital, as defined, shal not exceed 1510
1. At December 31, 2008, the Company had net capitai under the Rule of $1,216,423, which was
$1,190,281 in excess of s minimum required net capital of $26,142. The Company's ratio of
aggregate indebtedness to net capital at December 31, 2006 was .32 fo 1. |

.
|

)
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P.J.!Robb Variable Corporation

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

Notes to Financial Statements

December 31, 2006 :

4.  |Related-Party Transactions

For the year ended December 31, 2006, BISYS provided various services to the Company, such as
use of office facilities, equipment, personnel and other administrative services. BISYS charges the
-Company administrative service fees for these services of $7,000 per month designed to cover the
.costs of providing such services under a management agreement dated April 1, 2005, BISYS
charges the Company management services fees for direct costs and other personnel, designed to
.cover the costs, under a management services agreement renewable annually on January 1.
BISYS charges the Company trademark royally fees associated with an affiliate's trademark
(Ascensus Insurance Services, Inc.} at the effective rate, per Section 482 of the Internal Revenue
Code of the Broker-Dealer's gross receipts, under a five year agreemeant expiring January 2, 2007.
The administrative and management service fees and trademark royalty fees would not necessarily
‘be the same if an unrelated party provided these services to the Company. For the year ended
December 31, 2006, {otal fees paid to BISYS were $192,416 and reported as administrative
services fees, management service fees and trademark royally fees to affiliate.

Additionally, BISYS allocates bonus commissions to the Company based on the percentage of
premiums placed by the Company. These bonus amounts would not necessarily be the same if
the Company were independent and an unrelated party paid bonuses to the Company. For the
year ended December 31, 2008, total bonus commissions paid by BISYS to the Company was
$461,966 and reported as commission income,

The Company has a working capital arrangement with BISYS. Under this arrangement, an agreed
lupon interest rate is charged or paid to BISYS based on whether there is an outstanding receivable
or payable to BISYS, respectively. The Company had an outstanding payable balance of $215,199
for the year ended December 31, 2006, The intergst on the net inter-company balance is
evaluated on a semi-annual basis by the Parent with a rate of 5.9375% for the periods ending
December 31, 2006 and June 30, 2008, respectively. Interest income and expense are recorded
'on a net ba5|s Interest income earned by the Company and interest expense charged to the
Company, for the year ended December 31, 2008, were 34,966 and $12,558, respectively. This
arrangement continues until terminated or modnﬁed by either BISYS or the Company

5. Regulatory Compliance

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 or of interests or participations in an
insurance company separale account, and the company does not hangie customer funds,

6. Fair Value of Finhancial Instruments

The estimated fair value of the Company's financial instruments, which primarily consist of cash,
receivables, and current obligations, approximates fair value because of the short term naturs of
these financial instruments.
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P.J. Robb Variable Corporation

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

December 31, 2006

7. Recent Accounting Pronouncements

tn July 2008, the Financial Accounting Standards Board issued FASB interpretation No. 48,

" Accounting for Uncertainfy in Income Tax Positions. This interpretation clarifies the application of
FAS No. 108, Accounting for Income Taxes, by establishing a threshold condition that a tax
position must meet for any part of the benefit of the position to be recognized in the financial
statements. FASB Interpretation No. 48 also provides guidance concerning measurement,

.derecagnitian, classification, and disclosure of tax positions and is effective for fiscal years
beginning after December 15, 2006. The Company is still evaluating the impact of adopting FASB
Interpretation No. 48.




P.J: Robb Variable Corporation

(A whol!y owned subsidiary of The BISYS Group, Inc.)

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

December 31, 2006

Totap stockholder's equity from statement of financial condition $1,477.687
Ded:f;ct nonailowable assets ) '
Commissions receivable - first year, net of allowance of $28,794 227,149
Commissions receivable - renewal 9,567
Deferred tax assets 18,336
Prepaid expenses 6,212
Net capital : ’ 1,216,423
Net Lapltal requirement {greater of 6 2/3 percent of aggregate o
indebtedness or §5 ,000) : 26,142
Excess net capital $1,190,281
Total aggregate indebtedness $ 392,134

Percentage of aggregate indebtedness ta net capital . 32%

'

Statément Pursuant to Paragraph (d)(4) of Rule 17a-5
There are no differences between the net capital as shown above and the corresponding computation
prepared by the Company for inclusian in its amended unaudited Part | A FOCUS report filing at
December 31, 2006 filed on March 27, 2007.




P.J. Robb Variable Corporation

(A wholly owned subsidiary of The BISYS Group, Inc.)
Supplemental Schedule—Determination of Reserve Requirements and
Information Relating to Possession or Control Requirement Under Securities
and Exchange Commission Rule 15¢3-3
Decpmber 31, 2006

;
t

The Company claims exemption under the exemptive provisions of Rule 15¢3-3 under Subparagraph
k)(1)|--ali customer transactions are limited to the sale and redemption of redeemable securities of
registered investment companies or of interests or participations in an insurance company separate
account, and the company does not handle customer funds.
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PricewaterhouseCoopers LLP
Two Commerce Square, Suite 1700
2001 Market Street

Phitadetphia PA 19103.7042
Telephone (267} 330 300C
Facsimile (267) 330 3300

Report of Independent Auditors on Internal Control Required |
By SEC Rule 17a-5 — Braker/Dealer

To the Board of Directors and Stockholder of
P.J. Robk Variable Comoration

In planmng and performing our audit of the financial statements of P.J. Robb Variable Corporation (the
Company ) as of and for the year ended December 31, 2006, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company's internal contred over
Fnanmal reporting {internal control) as a basis for designing our auditing procedures far the purpose of
exaressing 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
effzctiveness of the Company's internal control.

A!'s!?o, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC™), we
have made a study of the practices and procedures followed by the Company, including consideration
of control activilies for safeguarding securities. This study included tests of compliance with such
pmctlces and procedures, that we considered relevant to the ob;ectlves stated in Rule 17a-5(g}, in
mczkrng the followmg

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

2. Determinlng compliance with the exemptive provisions of Rule 15¢3-3. ;
Because the Company does not carry securities accounts for customers or perform custedial functions
relatmg to customer securities, we did not review the practices and procedures followed by the

Company 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. «

12
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The management of the Company is responsible for establishing and marntatn:ng |nterna| control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibitity,
estrmates 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 preceding paragraph, and to
assess whether those practices and procedures can he expected to achieve the SEC's abave-
mentioned objectives. Two of the objectives of internal control and the practices and pracedures are to
provrde management with reasonable, but nct absolute, assurance that assets for which the Company
hars 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
pérmit the preparation of financial statements in conformity with generally accepted accaunting
prrncrples Rute 17a-5(g) lists additicnal objectives of the practices and procedures hsted in the
pr-"cedrng paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
erfor or fraud may occur and not be detected. Also, projection of any evatuation 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. "

i

A .control deficiency exists when the design or operation of a control does not allow menagemeni or
employees, in the normal course of performing their assigned functions, fo prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of

cmtroi deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generaily 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 materraf weakness is a significant deficiency, or combination of significant defi crencres that results in
more than a remote likelihcod that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Qur consideration of internal control was for the limited purpose described in the first, second, and third
pdragraphs and would not necessarily identify alt deficiencies in internal control that might be material
weaknesses We did not idenlify any deficiencies in internal control and control activities for
safeguardrng securities that we consider to be material weaknesses, as defined aboveé.

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 purpases |n accordance with
the Securities Exchange Act of 1934 and related regulaticns, 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, 2006 to meet the SEC's eb;ectwes

—
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Thfis report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc. ("NASD"), and other regulatory agencies that
rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of ragistered
brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified parties. ’
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