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" 'Notary Public

‘This report ** contains (check all applicable boxes).
(a) Facing Page.
(b} Statement of Financial Condition,
(¢) Statement of Incomne (Loss).

[A (d) Statement of Changes in Financial Condition.
(¢} Statement of Changes i Stockholders' Equity or Partners' or Sole Proprictors™ Capital.

0 (h Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

[ (g) Computation of Net Capital.

O (v Computation for Determination of Reserve Requircments Pursuant to Rule 13¢3-3.

3 (i) Information Relating to the Possession or Control Reguirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of 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.

O (k) A Reconciliation between the andited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
77 (1) An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.
[ (n) Arcport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** Eor conditions of confidential treatment of certain portions of this filing. see section 240.17a-5(ej(3).
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Report of Independent Auditors

To the Board of Directors and Shareholder of SL Distributors, Inc.:

In our opinion, the accompanying statement of financial condition and the related statements
of operations, changes in shareholder's equity, and cash flows present fairly, in all material
respects, the financial position of SL Distributors, Inc. (the "Company"), a wholly-owned
subsidiary of Reassure America Life Insurance Company, at December 31, 2010, and the
results of its operations 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 the 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 presentation. We believe
that our audit provides a reasonable basis for our opinion.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The Supplementary Schedules I, II and III 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 all material respects in
relation to the basic financial statements taken as a whole.

Pn'cewwmmﬁaw L

February 24, 2011

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us



SL Distributors, Inc.
Statement of Financial Condition

December 31,

N

Nt

2010
Assets
Cash $ 147,980
Prepaid expenses and other assets 1,536
Commission receivable 8,623
Total Assets . $ 158,138
Liabilities
Accrued expenses $ 1,320
Payables to affiliates 28,718
Commission payable 8,623
Total Liabilities ' 38,661
Shareholder's Equity
Common stock (20,000 shares authorized,
issued and outstanding, $.01 par value) 200
Paid in Capital 378,447
Accumulated deficit . (259,170)
Total shareholder's equity 119,477
Total Liabilities and Shareholder's Equity $ 158,138

The accompanying notes are an integral component of these financial statements.



SL Distributors, Inc.
Statement of Operations

Revenues
Commissions
Total Revenues

Expenses
Commissions
Audit fees
Consulting fees
FINRA fees
Other expenses
Total Expenses
Loss before income tax expense
Income tax expense
Net Loss

Year Ended
December 31,
2010

$ 37,998

37,998

37,998
23,000
6,500
1,150
25,015

93,663
(55,665)

$ (55,665)

The accompanying notes are an integral component of these financial statements.



g

g

e

SL Distributors, Inc.
Statement of Changes in Shareholder’s Equity

Common Stock:
(20,000 shares authorized, issued
and outstanding, $0.01 par value)
Balance at beginning of the year
Balance at end of the year '

Paid-in Capital:
Balance at beginning of the year
Capital contribution
Balance at end of the year

Accumulated Deficit:
Balance at beginning of the year
Net loss
Balance at end of the year

Total Shareholder's Equity

Year Ended
December 31,
2010

$ 200

200

278,447
100,000

378,447

(203,505)
(55,665)

(259,170)

$ 119,477

The accompanying notes are an integral component of these financial statements.
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SL Distributors, Inc.
Statement of Cash Flows

Year Ended
December 31,
2010

Cash Flows from Operating Activities _
Net loss $ (55,665)
Adjustments to reconcile net loss to net cash

. used in operating activities:

Change in prepaid expenses 140

Change in accrued expenses (196)

Change in payables to affiliates (519)
Net Cash Used in Operating Activities (56,240)
Cash Flows from Financing Activities

Capital contribution ) 100,000
Net Cash Provided by Financing Activities 100,000

Net increase in cash 43,760

Cash at beginning of year 104,220
Cash at End of Year $ 147,980

The accompanying notes are an integral component of these financial statements.
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SL Distributors, Inc.
Notes to Financial Statements

1.

Organization and Operation

SL Distributors, Inc. (the “Company”) was incorporated on August 12, 2003 as a
wholly-owned subsidiary of Sage Life Assurance of America, Inc. (“Sage”). Effective
September 30, 2006, Sage merged with and into Valley Forge Life Insurance
Company (“Valley Forge”). On September 30, 2007, the former Reassure America
Life Insurance Company was merged with and into Valley Forge, with Valley Forge
being the surviving entity to such merger. Immediately following the merger, Valley
Forge changed its name to Reassure America Life Insurance Company (“REALIC” or
“Parent”). REALIC is a wholly-owned subsidiary of Swiss Re Life & Health America
Inc. (“SRLHA").

The Company is the principal underwriter and broker/dealer for registered life and
annuity products originally issued by Sage. Effective November 1, 2006, the
Company also became the principal underwriter and broker/dealer for annuity
products originally issued by Southwestern Life Insurance Company
(“Southwestern”). Effective December 28, 2006, Southwestern merged with and
into REALIC.

The Company is registered as a broker-dealer with the Securities and Exchange
Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority
(“FINRA”). Because the Company does not carry or hold securities accounts for
customers or perform custodian functions relating to customer securities, it is
exempt from SEC Rule 15¢3-3.

Summary of Significant Accounting Policies

Basis of Reporting

The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America.

Estimates

The preparation of financial statements, in accordance with accounting principles
generally accepted in the United States of America, requires that management 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 future results could differ from those estimates.

Revenue Recognition

The Company pays commissions to outside brokers. Since the Company is not
underwriting new business, commissions paid are calculated based on the persistency
of the inforce block of business. The Company also receives a commission from its
Parent that is calculated in the same manner as the commissions paid to outside
brokers.

Income Taxes

In accordance with Accounting Standards Codification (“ASC") 740 Income Taxes,
deferred tax liabilities or assets reflect temporary differences between amounts of
assets and liabilities for financial and tax reporting.



SL Distributors, Inc.
Notes to Financial Statements

The future tax benefits of deferred tax assets are recognized when the realization of
such benefits is more likely than not.

For the year ended December 31, 2010, the Company will file a stand-alone tax return
for federal and state purposes.

The Company follows the accounting guidance in ASC Topic 740, Accounting for
Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109. ASC Topic
740 clarifies the accounting for income taxes by prescribing a minimum recognition
threshold a tax position is required to meet before being recognized in the financial
statements. ASC Topic 740 also provides guidance on derecognition, measurement,
classification, interest and penalties, accounting in interim periods, disclosure and
transition.

Income Taxes

The total tax provision for the year ended December 31, 2010 is based on pre-tax
results of $(55,665). The tax provision is as follows:

Year Ended
December 31,2010
Current $ -
Deferred -
Total Income Tax Provision $ -

The components of the net deferred income tax assets as of December 31, 2010 are as
follows:

December 31,2010

Deferred Income Tax Assets:
Organizational costs $ -
Net operating losses 187,887
Gross deferred income tax assets 187,887
Valuation allowance (187,887)
Total Deferred Income Tax Assets $ -

Deferred Income Tax Liabilities $ -

Other -
Gross deferred income tax liabilities -
Net Deferred Income Tax Assets $ -

The valuation allowance increased by $22,196 during the year.

Management has determined that a valuation allowance should be established égainst
the total deferred tax assets at this time due to cumulative losses.

At December 31, 2010, the Company had available, for federal, state and local income
tax purposes, regular net operating loss carryforwards of approximately $471,192
which will expire between 2023 and 2030.

The Company is subject to tax at the statutory federal rate of 35%. For the year ended
December 31, 2010, the effective income tax rate was lower than the statutory federal



SL Distributors, Inc.
Notes to Financial Statements

tax rate. The income tax benefit of the taxable operating loss for federal, state and local
purposes is offset by an increase in the valuation allowance against the Company’s
deferred tax asset, resulting in an effective income tax rate of 0%.

At December 31, 2010, the Company had no unrecognized tax benefits and related
interest expense.

The Company does not anticipate any significant changes to its total unrecognized tax
benefits within the next 12 months.

Net Capital Requirements

The Company, as a registered broker-dealer, is subject to the SEC’s Uniform Net Capital
Rule (the “Rule”), 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
1510 1.

At December 31, 2010, the Company had net capital of $109,319 which was
$104,319 in excess of its required net capital of $5,000. The Company’s net capital
ratio was .3b:1.

The Company is exempt from provisions of SEC Rule 15¢3-3 under paragraph k(1).
Related Party Transactions

Under an expense sharing agreement with its Parent, the Company received a
commission equal to the commissions paid by the Company to its outside brokers.

SRLHA and Swiss Re America Holding Corporation provide services to the Company
with regard to the administration of its business. The cost of such services is
allocated to the Company through REALIC. The Company reimburses REALIC on a
quarterly basis. For the year ended December 31, 2010, REALIC allocated $20,668
to the Company for such expenses.

Certain expenses are paid by REALIC on behalf of the Company. At December 31, 2010
the Company had amounts due REALIC of $28,718. Settlements take place quarterly.

On November 18, 2010, the Company received a capital contribution of $100,000 from
REALIC.

. Subsequent Events

Management has performed a subsequent events review prior to the issuance of the
financial statements. Management concluded that there were no material subsequent
events which required additional disclosure in these financial statements.
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SL Distributors, Inc.
Computation of Net Capital Pursuant to Rule 15c¢3-1 of the Securities and
Exchange Commission as of December 31, 2010

Supplementary Schedule |
Computation of Net Capital
Total shareholder's equity $ 119,477
Non allowable assets $ 10,158
Net capital $ 109,319
Aggregate indebtedness $ 38,661
Net capital requirement under Rule 15¢3-1 $ 5,000
($5,000 or 6 2/3% of aggregate indebtedness)
Excess of net capital over minimum required $ 104,319
Ratio of aggregate indebtedness to net capital .35:1

There are no differences between the computation of net capital included in this report
and the corresponding schedule included in the Company’s December 31, 2010 Part lIA
FOCUS filing. :

10
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SL Distributors, Inc.

Computation for Determination of Reserve Requirements Under Rule 15¢3-3 of

the Securities and Exchange Commission as of December 31, 2010

Supplementary Schedule Il

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and

Exchange Act of 1934 under paragraph k(1) of that Rule.

11
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SL Distributors, Inc.

Information For Possession or Control Requirements Under Rule 15¢3-3 of the

Securities and Exchange Commission as of December 31, 2010

Supplementary Schedule Iil

The Company is exempt from the provision of Rule 15¢3-3 of the Securities and Exchanger

Act of 1934 under paragraph k(1) of that Rule.

12
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To the Board of Directoré and Shareholder of SL Distributors, Inc.:

In planning and performing our audit of the financial statements of SL Distributors, Inc. (the “Company”)
as of and for the year ended December 31, 2010, 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 (the “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 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
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, 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 for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fuffilling 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 conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

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 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.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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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, second, and third
paragraphs and would not necessarily identify all deficiencies in 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 Securities 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
were adequate at December 31, 2010 to meet the SEC's objectives.

This report ié intended solely for the infofmation 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.

Preewass hat Coopn LLP

February 24, 2011
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