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OATH OR AFFIRMATION

[, JosephF. Gilmer, Jr. , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Investment Distributors, Inc. , as

of _December 31 , 2013 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e

Signature

Financial and Operations Principal
Title

CAROL A. EASON
NOTARY PUBLIC

STATE OF ALABAMA
COMM. EXP. 10-01-2015

/; e /( )6‘7/‘/

C* Notary, tblic-

—

his report ** contains (check all applicable box

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors” Capital.

(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.

() 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 OOBROXORRRA

oo

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).
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Independent Auditor's Report

To the Board of Directors and Stockholder of
Investment Distributors, Inc.

We have audited the accompanying financial statements of Investment Distributors, Inc. (the “Company”),
a wholly owned subsidiary of Protective Life Corporation, which comprise the statement of financial
condition as of December 31, 2013, and the related statements of comprehensive income, of changes in
stockholder's equity, and of cash flows for the year then ended.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express an opinion on the 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the Company's preparation and fair
presentation of the financial statements in order to design 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. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of investment Distributors, Inc. at December 31, 2013, and the results of its operations
and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

PricewaterhouseCoopers LLP, 1901 6th Ave. N., Suite 1600, Birmingham, AL 35203
T: (205) 252 8400, F: (205) 252 7776, www.pwc.com/us
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The information contained in Schedules | and Il is presented for purposes of additional analysis
and is not a required part of the financial statements, but is supplementary information required by Rule
17a-5 under the Securities Exchange Act of 1934. The information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves and other additional procedures, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements taken as a whole.

Pri mnWmCo.ra Ly

February 25, 2014



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Statement of Financial Condition

December 31, 2013

Assets

Cash and cash equivalents
Commissions receivable
State income tax receivable
Receivable from agents
Other receivables

Total assets
Liabilities and Stockholder's Equity
Liabilities
Commissions payable

Due to affiliates
Other payables

Total liabilities

Stockholder's equity
Common stock, $1.00 par value; 25,000 shares authorized,
1,000 shares issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of these financial statements.
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$ 4,279,531
3,616,335
113,490
32,255

428,590
3 8470201

$ 3,616,335
78,414
288

3,695,037

1,000
1,249,000

3,525,164
4,775,164
$ 8,470,201



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Statement of Comprehensive Income

December 31, 2013

Revenues
Commissions $141,031,481
Interest income 3,999
Total revenues 141,035,480
Expenses
Commissions 138,347,865
Other expenses 421,001
Total expenses 138,768,866
Income before provision for income tax expense 2,266,614
Provision for income tax expense 846,791
Net income 1,419,823
Other comprehensive income -
Total comprehensive income $ 1,419,823

The accompanying notes are an integral part of these financial statements.
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Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Statement of Changes in Stockholder’s Equity

December 31, 2013

Additional Total
Common Stock Paid-in Retained Stockholder's
Shares Amount Capital Earnings Equity
Balance at January 1, 2013 1,000 $ 1,000 $1,249,.000 $2,105,341 $ 3,355,341
Net income 1,419,823 1,419,823
Balance at December 31, 2013 1,000 $ 1,000 $1,249,000 $3,525164 $ 4,775,164

The accompanying notes are an integral part of these financial statements.
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Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Statement of Cash Flows

Year Ended December 31, 2013

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activties
Changes in assets and liabilities
Commissions receivable
State income tax receivable
Other receivables
Commissions payable
Due to affiliates
Other payables

Net cash provided by operating activities

Cash and cash equivalents
Beginning of year

End of year

Supplemental disclosure of cash flow information
Cash from tax benefit, net

$ 1,419,823

(496,068)

(61,241)
1,859,561
496,068

(2,436,815)
288

781,616

3,497,915
$ 4,279,531

3 1347162

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

6



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Notes to financial statements

December 31, 2013

1.

General

On August 18, 1993, Investment Distributors, Inc. (the “Company”) was incorporated under the
laws of the State of Tennessee. The Company is a registered broker-dealer with the Securities
and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority
("FINRA"). The Company is wholly owned by Protective Life Corporation (“PLC") and serves as a
best efforts underwriter for registered products issued by Protective Life Insurance Company (a
wholly owned subsidiary of PLC) (“PLICO"), Protective Life and Annuity Insurance Company (a
subsidiary of PLICO) (“PLAIC") and MONY Life Insurance Company (a subsidiary of PLICO)
(“MONY"), all of which are considered related parties, and Zurich American Life Insurance
Company (“ZALICO”). These products include variable annuities issued by PLICO, PLAIC, MONY,
and ZALICO, modified guaranteed annuities issued by PLICO and PLAIC, along with variable
universal life products issued by PLICO, MONY, and ZALICO.

Significant Accounting Policies

Basis of Presentation

The financial statements are prepared in accordance with accounting principles generally accepted
in the United States of America which require 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 revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include interest-bearing demand deposit accounts and are considered
highly liquid instruments. The carrying amounts reported in the statement of financial condition for
these financial instruments approximate their fair values (as defined by the Accounting Standards
Codification ("ASC") Fair Value Measurement and Disclosure Topic) due to their short-term nature.
Cash and cash equivalents are classified as Level 1 in accordance with the requirements of the
ASC Fair Value Measurement and Disclosure Topic.

Interest Income
Interest income is primarily generated through interest earned on an interest-bearing demand
deposit 2account and was accounted for on the accrual method.

Recognition of Commissions Revenue and Expense

Commission revenue and expense is recognized when the underlying insurance contracts have
been issued. The Company recognizes 12b-1 fees, marketing and distribution fee from mutual
funds, when earned. The Company recognized $2,683,616 of 12b-1 fees in 2013.

Other Receivables
Other receivables are comprised primarily of advances to the Company’s representatives and
accrued commissions receivable, including 12b-1 fees.

Income Taxes

The resuits of operations of the Company are included in the consolidated federal and state income
tax returns of PLC, and the Company is included in the consolidated federal income tax return of
PLC and its subsidiaries. The Company utilizes the asset and liability method in accordance with
the ASC Income Taxes Topic. The method of allocation of current income taxes between the
affiliates is subject to a written agreement under which the Company incurs a liability to PLC to the



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Notes to financial statements

December 31, 2013

extent that a separate return calculation indicates that the Company has a federal income tax
liability. if the Company has an income tax benefit, the benefit is recorded currently to the extent
that it can be carried back against prior years' separate company income tax expense. Any
amount not carried back is carried forward on a separate company basis (generally without a time
limit), and the tax benefit is reflected in future periods when the Company generates taxable
income. Income taxes recoverable (payable) are recorded in the federal income taxes receivable
(payable) account and are settled periodically, per the tax sharing agreement. Income tax expense
payable is recorded in the due to/from affiliates account and is settled periodically.

Concentration of Credit Risk

The Company maintains depository accounts with certain financial institutions. Although the
account balances exceed federally insured depository limits, the Company has evaluated the credit
worthiness of these financial institutions and determined the risk of material financial loss due to
exposure from credit risk to be remote.

Related Parties

As principal underwriter of the registered life and annuity products of affiliated life insurance
companies, the Company enters into selling agreements with multiple broker-dealers on a best
efforts basis. Each selling firm is paid commissions on products sold and the affiliated life
insurance company reimburses the Company for these commissions. PLC coordinates, expedites,
and disburses these commissions on behalf of the Company and provides corporate accounting
services, general ledger services, and staffing and administrative services to carry out the duties
and functions of the Company.

in accordance with an administrative services agreement, the Company receives management and
administrative services from PLC, including allocations for various overhead costs. The Company
recognized approximately $165,815 of related expenses in 2013 under this agreement, which are
included in “other expenses”.

Amounts due to/from affiliates, as disclosed on the statement of financial condition (along with the
related revenue and expense items presented on the statement of comprehensive income), arise

from these transactions as well as income taxes payable under the tax allocation agreement with

PLC.

The Company earned ali of its commissions from affiliated life insurance companies, excluding
$5,217,067 of commissions from ZALICO and $2,683,616 of 12b-1 fees, during the year ended
December 31, 2013.

Income Taxes

There were no temporary differences at December 31, 2013, and therefore, no resulting deferred
tax assets or liabilities were recorded by the Company as of that date.

The income tax expense for the year ended December 31, 2013 was as follows:



Investment Distributors, Inc.
(a wholly owned subsidiary of Protective Life Corporation)
Notes to financial statements

December 31, 2013
Federal
Current $ 764,572
State
Current 82,219

$ 846,791

The actual income tax expense for 2013 differed from the expected tax expense due to state taxes
as displayed below. Expected tax expense was computed by multiplying the U.S. federal income
tax rate of 35% to income before income tax expense.

Computed expected tax expense $ 793,315

Differences between expected and actual tax
State tax, net of federal benefit 53,442
Non-deductible expenses 34
Total actual tax expense $ 846,791

Included in the “Other Receivables” on the accompanying financial statements is the current
federal income taxes recoverable of $10,335 at December 31, 2013.

As of December 31, 2013, the Company evaluated the need for the recognition of uncertain tax
liability in accordance with the guidance of ASC 740, "Income Taxes," and determined that none
should be recorded or disclosed. The Company's policy is to recognize interest and penalties
related to tax contingencies in income tax expense.

In general, the Company is no longer subject to U.S. federal, state and local income tax
examinations by taxing authorities for the tax years that began before 2003.

5. Regulatory Requirements

The Company is subject to the SEC’s Uniform Net Capital Rule 15¢3-1, which requires the
maintenance of minimum net capital (as defined) and requires that the ratio of aggregate
indebtedness (as defined) to net capital shall not exceed 15 to 1. At December 31, 2013, the
Company had computed net capital of $4,200,829, which was $3,954,492 in excess of its minimum
required net capital of $246,337. The Company’s computed ratio of aggregate indebtedness to net
capital at December 31, 2012 was 0.88 to 1. The Company claims an exemption from Rule 15¢3-3
under Paragraph (k)(1). Customer transactions are limited to those involving redeemable
securities of registered insurance companies and interests in insurance company separate
accounts.

6. Commitments and Contingencies

A number of civil jury or arbitration verdicts have been returned against companies in the
jurisdictions in which the Company does business, involving sales practices of representatives,
alleged misconduct, and other matters. Increasingly, these lawsuits have resulted in the awarding
of substantial judgments against these companies that are disproportionate to the actual damages,
including material amounts of punitive damages. In some states, juries or arbitrators have
substantial discretion in awarding punitive damages which creates the potential for unpredictable,
material, adverse judgments in any given punitive damage suit. The Company, like other brokers



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)
Notes to financial statements

December 31, 2013

and dealers, in the ordinary course of business, is from time to time involved in such matters.
Although the outcome of any such matter cannot be predicted with certainty, the Company believes
that at the present time there are no pending or threatened matters that are reasonably likely to
have a material adverse effect on the financial position, results of operations, or liquidity of the
Company.

7. Subsequent Events

The Company has evaluated events subsequent to December 31, 2013, and through the financial
statement issuance date of February 25, 2014. The Company has not evaluated subsequent
events after that date for presentation in the_se financial statements.
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Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)

Computation of Net Capital Pursuant to Rule 15¢3-1 of the Securities and
Exchange Commission

December 31, 2013 Schedule |
Net Capital
Total stockhoiders equity $ 4,775,164
Deductions and/or charges
Nonallowable receivables 574,335
Net capital $ 4,200,829

Aggregate Indebtedness
Items included in statement of financial condition

Commissions payable $ 3,616,335
Due to affiliates 78,414
Other payables 288

Aggregate Indebtedness $ 3,695,037

Computation of Basic Net Capital Requirement

Greater of 6-2/3% of aggregate indebtedness or $5,000 $ 246,337
Excess net capital (net capital, less net capital requirement) $ 3,954,492
Ratio: Aggregate indebtedness to net capital 0.88 to 1

There were no material differences between the above computation of net capital pursuant to
Rule 15¢3-1 and that filed with the Company's unaudited December 31, 2013 FOCUS Report.

11



Investment Distributors, Inc.

(a wholly owned subsidiary of Protective Life Corporation)

Computation for Determination of Reserve Requirements and

Information Relating to Possession or Control Requirements Under Rule 15¢3-3
of the Securities and Exchange Commission

December 31, 2013 Schedule 1}

Exemption Under Section (k)(1) has been Claimed

The Company is not required to file the above schedule as it is exempt from the Securities and Exchange
Commission Rule 15¢3-3 (SEC Rule 15¢3-3) under Paragraph (k)(1), as customer transactions are
limited to those involving redeemable securities of registered insurance companies and interests in
insurance company separate accounts.

The Company has complied with the above exemptive provisions of SEC Rule 15¢3-3.

12
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Report of Independent Auditors
on Internal Control Required By SEC Rule 17a-5(g)(1)

To the Board of Directors and Management of
Investment Distributors, Inc.:

In planning and performing our audit of the financial statements of Investment Distributors, Inc. (the
“Company”), a wholly owned subsidiary of Protective Life Corporation, as of and for the year ended
December 31, 2013, 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 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 and 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 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 previously 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

PricewaterhouseCoopers LLP, 1901 6th Ave. N., Suite 1600, Birmingham, AL 35203
T: (205) 252 8400, F: (205) 252 7776, www.pwc.com/us
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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.

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 deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the company's financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
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 previously.

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,
as described in the second paragraph of this report, were adequate at December 31, 2013 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.

Pri W\MM“WCOQM Liv?

February 25, 2014
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