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OATH OR AFFIRMATION

i, Dona..d S. Rumery , swear {or affirm) that, to the best of
my knowledge and belicf the accompanying financial statement and supportling schedules pertaining to the firm of

Manage¢ rs Distributors, Inc. , 28
of December 31 ,20 97 are true and correct. 1 further swear (or affirm) that

neither the company nor any pariner, proprietor, principal officer or director has any proprictary interest in any account

classified solely as that of a customer, excepl as follows:

Signature F

c this_2.{ dayof .ZO_Q{

Th:s repart ** contains (check all applicable boxes): Sigﬁ/\ m |£—£ L
(B (a) Facing Page. NOTARY PUBUC ]

(b) f1atement of Financial Condition. mwmmlm—‘“}—l’

(c) Ltatement of Income (Loss).

(d) faatement of Changes in Financial Condition.

(e) Sratement of Changes in Stackholders' Equity or Partners’ or Sole Proprietors’ Capital.

(f) Otatement 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) laformation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i}  Reconciliation, including appropriatc explanation of the Computation of Net Capitat Under Rule 15¢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 unaudiled Statements of Financial Condition with respect to methods of
consolidation.

() An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) .\ reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Treasurer
Title
: L Subscribed and swom to befora mc.

0 O00EOSFAREE

ooe

**For conditions of confidential treatment of certain portions of this filing, see section 240. 17a-5(e}(3).
X (o) Auditor's Report on the Study and Evaluation of Internal Contrel.

X {(p)} Exemptive Provigion under rule 15c3-3.
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PricewsaterhouseCoopers LLP
Two Commetce Square, Suita 1700
2001 Market Street

Philadetphia, PA 19103-7042
Telaphons {267) 330 3000
Facsimile (267) 330 3300

Report of Independent Auditors

To the Board of Cirectors of
Managers Distributors, Inc..

It our opinion, the accompanying balance sheets and the related Statement of Operations, Changes in
Shareholder's Equity and Cash Flows present fairly, in all materiat respects, the financia! position of
Wanagers Distributors, Inc. (the “Company”) at December 31, 2007 and December 31, 2006, and the
results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
fiaancial statements based on our audits. We conducted our audits 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
siatements 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 presentation. We believe that our audits provide a reasonable basis for our opinion,

Cur audits were conducted for the purpose of forming an apinion on the basic financial statements
titken as a whole. The information contained in Schedule 1 is presented for pumposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
r:quired by Rule 17a-5 under the Securities Exchanged Act of 1934, Such information has been
subjected to the audiling procedures applied in the audit of the basie financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole, :

ik v {?gm 2P

Fhiladelphia, PA
f ebruary §, 2008
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Managers Distributors, Inc.

{a wholly-owned subsidiary of Managers Investment Group LLC)
Balance Sheets

Decza2mber 31, 2007 and 2006

Assets

Cash and cash equivalents

Due from related parties (Note 5)

Prepaid expenses and other current assets

Total assets

Liabilities and Shareholder's Equity
Liabitities
Distribution fee payable
Br.oker-dealer fee payable
Due to related parties (Note 5)
Accrued income taxes
Other

Total liabilities

Shaieholder's Equity
Common stock {50,000 shares authorized, 1,000 shares issued
and outstanding; par value $.01 share in 2007 and 2006)
Pzid-in capital
Retained earnings
Total shareholder's equity

Total liabilities and shareholder's equity

The accompanying notes are an integral part of these financial statements.
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2007 2006
$1406122  $1,073.565
296,592 358,641
301,926 66,980
$ 2,004,640 $ 1,489,186
$ 180,395 $ 122,876
63,259 137,670
50,000 158,906
201,666 . -
1,282 -
$ 496,602 $ 419452
$ 10 §$ 10
129,990 129,990
1,378,038 949,734
1,508,038 1,079,734
$2,004640  $1,499,186




Managers Distributors, Inc.

{a wholly-owned subsidiary of Managers Investment Group LLC)

Statements of Operations

Years Ended December 31, 2007 and 2006

Reveznue (Note 5)
Cosi of revenue

Total net revenue
Exp:nses
Allot:able cost from Parent {Note 5)
Office general and administrative
NAED fees
Advrrtising, promotion and printing
Profassional fees

Total expenses

incone from operations
Inve stment income

Income before income taxes
Provision for income taxes
Net income

The accompanying notes are an integral pant of these financial statements.
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2007 2006
$2,107,740 $ 1,803,641
(1,108,300) (1.329,813)
999,440 473,828
108,000 113,595
34,975 41,844
115,757 108,446
- 2,687
89,205 43,550
347,937 310,122
651,503 163,706
56,938 46,200
708,441 209,806
(280,137) (83,518)
$ 126,388

b 428,304




Managers Distributors, Inc.
{a wholly-owned subsidiary of Managers Investment Group LLC)

Statements of Changes in Shareholder’s Equity
Years Ended December 31, 2007 and 2006

Common  Paid-in Retained
Stock Capital Earnings Total
Baliance, December 31, 2005 $10 $ 129,990 $ 823,346 $ 953,346
Net income - - 126,368 126,388
Balince, December 31, 2006 10 129,990 949,734 1,079,734
Net income - - 428,304 428,304
Balance, December 31, 2007 $10 $ 129,990 $1,378,038 $ 1,508,038

The accompanying notes are an integral part of these financial statements.
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Managers Distributors, Inc.
{a wholly-owned subsidiary of Managers tnvestment Group LLC)

Statements of Cash Flows
Years Ended December 31, 2007 and 2006

Cash flows provided by operating activities
Net income
Adjustments to reconcile net income to net cash provided by
(used in) operating activities
Ir.crease (decrease) in amounts payable and other liabilities
Ircrease (decrease) in accrued income taxes
{increase) decrease in accounts receivable
Cecrease (increase) in prepaid expenses and other current assets
Net cash (used in) provided by operating activities
Cauh flows used in investling activities
Cash flows used in financing activities
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents
Begjinning of year

En¢l of year

2007 2008

$ 428304 $ 126,388

(124,516} 97,509
201,666 (75.764)

62,049 (205,801)
(234,946) 23,920
332,557 (33.748)
332,557 (33,748)

$ 1,073,565 $1,107,313

$ 1,406,122 $1.073,565

The accompanying notes are an integral part of these financial statements.
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Managers Distributors, Inc.
{a wholly-owned subsidiary of Managers Investment Group LLC)

Notes to Financial Statements
December 31, 2007 and 2006

Organization and Nature of Business

Managers Distributors, Inc. (the “Company”) is a broker-dealer registered with the Securities and
Exchange Commission pursuant to Section 15 of the Securities Exchange Actof 1934, isa
member of the Financial industry Regulatory Authority, Inc. ("FINRA"), and is incorporated under
the Laws of Delaware. The Company's principal business activily is to act as a distributor of
Managers Investment Group LLC’s (the "LLC") family of funds (the *Funds™) known as Managers.

The Company is a wholly-owned subsidiary of the LLC, an independently-managed subsidiary of
Affliated Managers Group, Inc. ("AMG"), an asset management holding company whose stock is
listed on the New York Stock Exchange.

Summary of Significant Accounting Policies

The financial statements are prepared in accordance with accounting principles generaliy accepted
in the United States of America. The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts included in the financial
statements and disclosure of contingent assets and contingent liabilities at the date of the financial
statements. Actual results could differ from those estimates.

Revenue

The Company eams its revenue from the distribution of mutual funds. The Company eams 12b-1
fees, underwriter's commissions and contingent deferred sales charges. The 12b-1 fees are
calculated based an various rates depending on the assets of a particular class of mutual fund
shares. Contingent deferred sales charges are earned from mutual fund shareholders at varying
rates ranging from 1% to 5%, depending on the class of mutual fund shares, determined at the
shareholder's redemption date. Any dealer re-allowance fees related to the sale of B & C class
shares of the Funds are expensed as incurred. The Company also eamns distribution revenue from
the LLC, as further described in Note 5.

Cash and Cash Equivalents
The Company considers ail highly liquid investments purchased with a maturity of three months or
less, including money market funds, to be cash equivalents.

Concentrations

Financial instruments, which potentially subject the Company to concentrations of credit risk,
consist principally of bank deposits and money market funds. The Company maintains cash
balances with financial institutions, which exceed the federally insured limit of $100,000 per
institution. The Company alse maintains investments in money market funds, which are not
federally insured.

New Accounting Standards

Effective January 1, 2007, the Company adopted FASH Interpretation No. 48, Accounting for
Uncertainty in Income Taxes ("FiN 48"). FIN 48 clarifies the accounting for liabilities related to tax
return positions that may be deemed to be uncertain. The Company does not have any material
uncertain tax positions as defined by FIN 48, accordingly, there was no impact on the Company’s
financial statements in adopting FiN 48.



Managers Distributors, Inc.

{a wholly-owned subsidiary of Managers Investment Group LLC)
Not:s to Financial Statements

December 31, 2007 and 2006

3.

Income Taxes

A summary of the provision for income taxes is as follows;

2007 2006
Current
Federal $247,954 $73,695
State 32,183 9.823

$280,137 $83,518

Net Capital Requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 of
the Securities and Exchange Commission. This rule 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, As of December 31, 2007, the Company had net capital of $881,786 of which
$848,680 was in excess of the minimum net capital required of $33,106. As of December 31, 2005,
the Company had net capital of $634,858, of which $606,895 was in excess of the minimum net
capital required of $27,963. The Company's ratio of aggregate indebtedness to net capital was
0.56 to 1 as of December 31, 2007, and was 0.66 to 1 as of December 31, 2006.

Related Party Transactions

The Company provides distribution services for mutual fund shares in The Managers Funds,
Managers AMG Funds, Managers Trust | and Managers Trust Il. The Company pays distribution
platform fees on behalf of the Funds, which are reimbursed by the LLC. Pursuant to a services
agreement between the Company and the LLC, the LLC pays the Company a fee equal to 105% of
certain service costs as defined in the agreement. The fee revenue from the LLC totaled
approximately $252,000 and $206,000 in 2007 and 2006, respectively.

The LLC assumes certain of the Company's direct and indirect overhead expenses such as
occupancy, telephone, administrative and certain perscnnel costs. The officers of the Company
serve as officers to related companies, including the LLC. The LLC pays these casts and allocates
a representative portion of those costs to the Company. The allocated costs totaled approximately
$108,000 and $114,000 in 2007 and 2006, respectively, and are included in the statement of
operations as allocable cost from parent.

The Company invests cash in the Managers Money Market Fund, to which the LLC provides
administrative and shareholder services. As of December 31, 2007 and 2006, the Company had
approximately $%,289,000 and $887,000, respectively, in the Managers Money Market Fund, which
is included in cash and cash equivalents on the balance sheet. Investment income eamed on
those investments totaled approximately $57,000 and $46,000 in 2007 and 2006, respectively.
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Managers Distributors, Inc. Schedule |
(a wholly-owned subsidiary of Managers Investment Group LLC)

Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission

December 31, 2007

Conmiputation of Net Capital

Totzl shareholder's equity $1,508,038
Ded.ict non-allowable assets for net capital {598,518)
Other deductions and/or charges -
Net zapital before haircuts on secunities positions 909,520
Hair -uts on securities positions (27.734)
Net capital $ 881,786

Camputation of Aggregate Indebtedness

Totz | liabilities from Statement of Financial Condition $ 496,602
Total aggregate indebtedness $ 496,602

Computation of Basic Net Capital Requirement '

Net capital requirement $ 33,106

Net capital in excess of requirement 848,680
Net capital $ 881,786

Exci2ss net capital at 1000% $ 852125

Ratia of aggregate indebtedness to net capital 056to1

There are no differences betweaen the computation of basic capital under Rule 15c3-1 of the Securities
and Zxchange Commission above and as contained in the unaudited FOCUS Report dated January 16,
200¢.,
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Managers Distributors, Inc. Schedule Il
{a wholly-owned subsidiary of Managers Investment Group LLC)

Coinputation for Determination of Reserve Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2007 '

The operations of the Corporation are limited to the purchase, sale, and redemption of redeemable
securities of registered investment companies. Accordingly, the reserve and possession or cantrol
provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934 do not apply under the exception
follo ¥ed by Paragraph (k)(1){3) of that Rule.




PRICEWATERHOUSE(COPERS

PricowsaterhouseCoopers LLP
Two Commerce Square, Suite 1700
2001 Market Straet

Philadetphia, PA 19103-7042
Telephona (267) 330 3000

Report of Independent Auditors on Internal Control Facsimile (267) 330 3300

Required By SEC Rule 17a-5

To 13oard of Directors of
Managers Distributors, In¢.:

In p'anning and performing our audit of the financial statements of Managers Distributors, Inc. (the
“Coinpany”) as of and for the year ended December 31, 2007, in accordance with auditing standards
genarally accepted in the United States of America, we considered the Company’s internat control over
financial reporting {intema! contral) 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 ffectiveness of the Company's internal control. Accordingly, we do not express an opinion on the
effe ctiveness of the Company's internal control.

Alst, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we
hav:2 made a study of the practices and procedures followed by the Company, including consideration
of controf activities for safequarding securities. This study inctuded tests of compliance with such
praclices and procedures, that we considered relevant to the objeclives stated in Rule 17a-5(g), in
makt.ing 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
relating to custorner securities, we did not review the practices and procedures followed by the
Coripany in any of the following:

1. Mzaking 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 Govemnars 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,
estinates and judgments by management are required to assess the expected benefits and related
cos's of conlrols and of the practices and procedures referred to in the preceding paragraph, and to
ass 2ss whether those practices and procedures can be expected to achieve the SEC's above-
mentioned objectives. Two of the objectives of intemal contiol 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 execuled in accordance with management's authorization and recorded properiy to
pennit the preparation of financial stalements in conformity with generally accepted accounting

10



PRICEVATERHOUSE(QOPERS

principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

B =cause of inherent limitations in intemal 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 future
przriods is subject to the risk that they may become inadequate because of changes in conditions or
i at the effectiveness of their design and operation may deteriorate.

A conirol 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

n isstatements on a timely basis. A significant deficiency is a controt deficlency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
re:port financial data reliably in accordance with generally accepted accounting principles such that
trere 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 financiat statements will not be
p-evenled or detecied by the entity’s internal control.

C ur 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 intemat control that might be matenal
weaknesses. We did not identify any deficiencies in intemal control and control activities for
safeguarding securities that we consider to be materiai weaknesses, as defined above.

V /e understand that praclices 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 refated regutations, and that practices and procedures that do
n>t accomplish such objectives in ait 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, 2007 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
EEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of

1334 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.

~W¢M

F hiladelphia, PA
February 05, 2008

END
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