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OATH OR AFFIRMATION

I, MAQ‘T‘N Sk gt , swear {oraffiem) that, 1o the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Copimoee. DisrRiBuTw  Seaviess, Mo . as

of  Nehn. Ewsogp DEcenter. 310 ,2007F |, are true and correct. 1 further swear (ee-affitin) that
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classified solely as that of a customer, except as follows:
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{b) Statement of Financial Condition.

{c} Statement of Income (Loss).

(d) Statement of Ghanges—in-Einancial Condition. Cast CLowy,

(c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital, < e N ¢

(f) Statement 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 cxplanation of the Computation of Net Capital Under Rule 1 5¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
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(I) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

{n} A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OUB 0 O00B0EBER8RE

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



- .

GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Table of Contents

Independent Auditors’ Report

Statement of Financial Condition

Statement of Income

Statement of Changes in Stockholders’ Equity
Statement of Cash Flows

Notes to the Financial Statements

Supplemental Schedule:

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

Independent Auditors” Report on Internal Control Required by SEC Rule 172-5(g)

Page(s)

£W o

6-10

11
12-13




e

KPMG LLP Telephone 617 988 1000
99 High Street Fax 617 507 8321
Bosion, M& 02110-2371 Internet Www.US.kpmg.com

Independent Auditors’ Report

The Board of Directors
Gartmore Distribution Services, Inc.:

We have audited the accompanying statement of financial condition of Gartmore Distribution Services,
Inc. (the Company) (formerly known as Gartmore Broker Dealer, Inc.) (a wholly owned subsidiary of
Gartmore US Holding, Company, Inc.) as of December 31, 2007, and the related statements of income,
changes in stockholders 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 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 require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of matenal misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. 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, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above presents fairly, in all material respects, the
financial position of Gartmore Distribution Services, Inc, as of December 31, 2007, and the results of its
operations and its cash flows for the year then e¢nded in conformity with U.S. generally accepted
accounting principles.

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 | is presented for purposes 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 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.

KPMa LEP

February 19, 2008

KPMG LLP, a .S, limitad liability partnership, is the U.S.
mamber fum of KPMG Intemations), 8 Swiss cocperative,



GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Statement of Financial Condition
December 31, 2007
(In thousands})

Assets

Assets:
Cash and cash equivalents
Deferred tax asset (see note 4)
Prepaid expenses and other assets

Total assets

Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued expenses
Total liabilities

Stockholders’ equity:
Common stock (10,000 shares outstanding; authorized 100 shares; $0.01 par value)
Additional paid-in capital
Retained deficit
Cumulative translation adjustment account

Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to financial statements.
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GARTMORE DISTRIBUTION SERVICES, INC.

(formerly Ga

rtmore Broker Dealer, Inc.)

(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Sta

tement of Income

Year ended December 31, 2007

Revenue
Interest income

Total revenue

Expenses:
Professional fees
Other costs

Total expenses
Operating loss before income taxes
Income tax benefit (see note 4)

Net loss

See accompanying notes to financial statements.

(In thousands)

694
12

706

396
753

1,149

(443)
172

(271)
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GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Statement of Cash Flows
Year ended December 31, 2007
{In thousands)

Cash flows from operating activities:
Net loss
Changes in operating assets and liabilities:
Prepaid expenses and other assets
Accounts payable and accrued expenses

Cash used in operating activities

Cash flows from financing activities:
Capital contribution

Net cash provided by financing activities
Foreign currency translation adjustment

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

See accompanying notes to financial statements.

(271)

(193)
(38)

(502)

725

725

225
150

375
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GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Notes to the Financial Statements

For the year ended December 31, 2007
{in thousands)

Organization

Gartmore Distribution Services, Inc. (formerly Gartmore Broker Dealer, Inc.) (the Company) is registered
as a broker-dealer with the Securities and Exchange Commission (SEC) and the Financial Industry
Regulatory Authority (FINRA). The company is a Delaware Corporation that is a wholly owned subsidiary
of Gartmore US Holding Company, Inc. (GHC), a Delaware Corporation, which is a wholly owned
subsidiary of Gartmore Investment Management Limited (GIML), a UK entity. The ultimate parent is
Oxford Partners, L.P., a partnership registered in the Cayman Islands. The Company was incorporated on
November 17, 2006 for the primary purpose of serving as the distributor for private placements of
securities issued by funds for which members of the Gartmore group of companies are acting as investment
manager, investment advisor, or general partner.

The financial statements and accompanying notes are prepared in accordance with accounting principles
generally accepted in the United States of America (U.S. GAAP).

Summary of Significant Accounting Policies

The financial statements are presented in U.S. dollars.
A summary of the significant zccounting policies, which have been applied consistently, is set out below.

{a) Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect 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 reporting period. Actual results could differ from those
estimates.

{(b) Cash and Cash Equivalents

The Company considers all cash on deposit and temporary investments with an original maturity
date of less than 90 days to be cash equivalents.

{c) Foreign Currencies

The Company has entered into several agreements with its affiliates, several of whom conduct
business in the United Kingdom. Therefore the functional currency of the Company is the pound
sterling. In connection with foreign-denominated payables and receivables, the Company recognizes
a foreign currency gain or loss on fluctuation of the U.S. dollar in relation to the pound sterling.
Assets and liabilities denominated in foreign currencies are translated at year-end rates of exchange,
while the income statement accounts are translated at average rates of exchange for the year. The
foreign currency translation adjustment arising from translation of the balance sheet is reported in
stockholders’ equity, net of tax. Gains or losses resulting from foreign currency transactions are
included in the statement of income.

6 (Continued)
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GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)

{A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

(d} Income Taxes

Notes to the Financial Statements

For the year ended December 31, 2007

(in thousands)

The Company is included in the consolidated federal, state and local income tax returns of GHC. The
Company is charged or credited with an amount equal to its separate tax lability or benefit as if it
were filing on an individual company basis.

The Company accounts for income taxes under the provisions of SFAS No. 109. Accounting for
Income Taxes, as amended (SFAS No. 109). SFAS No. 109 requires an asset and liability approach
to accounting for income taxes, which generally requires that deferred income taxes be recognized
when assets and liabilities have different values for financial statement and tax reporting purposes.
SFAS No. 109 allows recognition of deferred tax assets that are more likely than not to be realized in
future years. If necessary, a valuation allowance is established to reduce the carrying amount of
deferred income taxes to amounts that are more likely than not to be realized.

Related-Party Transactions

The Company receives revenues under a revenue sharing agreement with Gartmore Investment Limited
(GIL) for the private placement of securities issued by funds for which GIL acts as investment manager.

The Company reimburses GIML for providing administrative and operational services to the Company.
These services include, but are not limited to, payroll services, human resources, travel expense
reimbursement, and other operational services.

Gartmore Delaware, Inc. (GDI), a Delaware Corporation, is a wholly owned subsidiary of GHC and the
U.S. employing company of the Gartmore Group. The Company reimburses GDI for providing
administrative and operational services to the Company. These services include, but are not limited to,
payroll services, human resources, travel expense reimbursement, and other operational services.

The Company had the following related-party transactions during the year:

VYalue of
(income) Balance
expense for the (owed to) due
year ended from entity at
December 31, December 31,
Entity Nature of transaction 2007 2007
Gartmore Investment Limited
(GIL) Revenue sharing agreement  § (694) —
Gartmore Investment
Management Limited (GIML) Expense sharing agreement 411 —
Gartmore Delaware Inc.
(GDI) Expense sharing agreement 337 —_—
7 (Continued)



0

GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Helding Company, Inc.)

Notes to the Financial Statements

For the year ended December 31, 2007
(in thousands)

All transactions with GIL, GIML, GDI, and other affiliates are charged or credited through inter-company
accounts. The expense and revenue sharing agreements are separate legal documents, drawn up at arms
length on a fair value basis but may not be the same as those which would otherwise exist or result from
agreements and transactions among unaffiliated third parties. However, the Company believes that it is in
compliance with the Internal Revenue Service’s transfer pricing regulations.

Income Taxes

Income tax provisions (benefits) on profit on ordinary activities before income taxes consisted of:

Year ended
December 31,
2007
U.S. federal:
Deferred $ 139
U.S. state and local:
Deferred 33
Total income tax expense $ 172

The provision for income taxes differs from the federal statutory rate of 34% as follows:

Computed “expected” income tax expense at statutory rate $ 150
State income tax, net of federal benefit 22
Income tax expense 3 172

Deferred income taxes are provided for the effects of temporary differences between the tax basis of an
asset or liability and its reported amount in the Statement of Financial Conditions. These temporary
differences result in taxable or deductible amounts in future years. Details of the company’s deferred tax
assets and liabilities follow:

Year ended
December 31,
2007
Deferred tax assets:
Net operating loss carryforwards 8 33
Capitalized start-up costs 178
Translation adjustment 2)
Total deferred tax assets $ 209
8 (Continued)
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GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
{A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Notes to the Financial Statements

For the year ended December 31, 2007
{in thousands)

Based on the Company’s forecast of future income, management believes it is more likely than not that the
Company will realize the deferred income tax assets at December 31, 2007.

Recently Issued Accounting Standards and Interpretations

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an
interpretation of FASB Statemem No. 109 — Accounting for Income Taxes (FIN 48), effective for the
Company beginning on January 1, 2007. The FASB later decided that nonpublic entities may defer FIN 48
requirements on accounting for uncertainty in income taxes until their annual financial statements for the
year beginning after December 15, 2007. FIN 48 clarifies the accounting for income taxes by prescribing
the minimum recognition threshold a tax position is required to meet before being recognized in the
financial statements. FIN 48 also provides guidance on disclosure, and transition. The Company is
currently assessing the impact, if any, that will result from adopting FIN 48,

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157).
SFAS No. 157 establishes a framework for measuring fair value and requires expanded disclosure about
the information used to measure fair value. The statement is effective January 1, 2008. The Company is
currently assessing the impact, if any, that will result from adopting SFAS No. 157.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities {SFAS No. 159), effective as of the beginning of an entity’s first fiscal period that
begins after November 15, 2007. SFAS No. 159 permits entities to choose to measure many financial
instruments and certain other items at fair value. (SFAS No. 159) is expected to expand the use of fair
value measurement. The standard has not been early adopted. The Company is currently assessing the
impact, if any, that will result from adopting SFAS No. 159.

Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1. The Company has elected to use the basic method permitted by
SEC Rule 15¢3-1, which requires that the Company maintain minimum net capital, as defined, equal to
12.5% of aggregate indebtedness for the first year of operations and thereafter equal to the greater of $5 or
6%% of aggregate indebtedness.

At December 31, 2007, the Company had net capital of $299, which was $292 in excess of required net
capital of $7. The Company’s ratio of aggregate indebtedness to net capital ratio was 0.20 to 1.

The Company is exempt from the provisions of Rule15¢3-3 under the Securities Exchange Act of 1934 as
of December 31, 2007, in that the Company’s activities are limited to those set forth in the conditions for
exemption appearing in paragraph (k)(2)(i) of the Rule.




GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
(A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.)

Notes to the Financial Statements

For the vear ended December 31, 2007
(in thousands)

(7) Concentration of Credit Risk

The Company currently holds cash deposits with counterparties that are financial institutions. In the event
counterparttes do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the credit worthiness of the counterparty.

10 (Continued)



Schedule 1
GARTMORE DISTRIBUTION SERVICES, INC.
(formerly Gartmore Broker Dealer, Inc.)
{A Wholly Owned Subsidiary of Gartmore US Holding Company, Inc.
Computation of Net Capital under Rule 15¢3-1
of the Securities and Exchange Commission
December 31, 2007
(in thousands)
Computation of net capital;:
Total stockholders” equity 5 548
Deductions and/or charges:
Nonallowable assets 249
Total deductions and/or charges 249
Net capital before haircuts on securities positions 299
Haircuts on securities positions —
Net capital 299
Computation of basic net capital requirement:
Minimum net capital required (greater of $5 or 12.5% of aggregate indebtedness) 7
Net capital in excess of requirement $ 292
Computation of aggregate indebtedness:
Total labilities included in statement of financial condition $ 59
Ratio of aggregate indebtedness to net capital 0.20t01

Statement Pursuant to Paragraph (d){4) of Rule 17a-5: Reconsciliation of FOCUS Report

No material differences exist between the amounts appearing above and the computation reported by Gartrnore
Distribution Services, Inc. in Part [I-A of the unaudited FOCUS Report on Form X-17A-5 as of December 31, 2007,
as amended on February 19, 2008.

See accompanying independent auditors’ report.
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KPMG LLP Telephone 617 988 1000
99 High Street Fax 617 507 8321
Boston, MA 02110-2371 Internet www.us.kpmg.com

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5

The Board of Directors
Gartmore Distribution Services, Inc. (formerly Gartmore Broker Dealer, Inc.):

In planning and performing our audit of the financial statements and supplemental schedule of Gartmore
Distribution Services, Inc. (formerly Gartmore Broker Dealer, Inc.} (the Company) as of and for the year
ended December 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
basis 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.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have 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 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 (or aggregate debits) 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 the quarterly securities examinations, counts, verifications, and comparisons, recordation of
differences required by Rule 17a-13;

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 for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
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 be expected 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 transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
accordance with U.S. generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of
the practices and procedures listed in the preceding paragraph.

12 (Continued)
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Because 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 internal control to future
periods is subject to the risk that controls may become inadequate 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 assigned functions, to prevent or detect misstatements
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 report financial data
reliably 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 and second
paragraph and would not necessarily identify all deficiencies in the internal control 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
Securitics Exchange Act of 1934 and related regulations, 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 as
described in the second paragraph of this report were adequate at December 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 Financial Industry Regulatory Authority, 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.

KPMe P

Boston, Massachusetts
February 19, 2008

END
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