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OATH OR AFFIRMATION

I, Matthew B Brown , swear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

ETF Distributors LLC , as
of December 31 ,20 14 , are true and correct. 1 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:

/ //ﬂ% ng%vv\

Member

LAS ZAVALA — T
Notar:;l t’cu'gfi)c. State of New York
No. 01ZA6169899

Qualified in Queens County _/f

Gommission Expires July 02, 20,
i tains (check all applicable boxes):
X (
K (b) Statement of Financial Condition.
B (c) Statement of Income (Loss).
A coSh €lows

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
\Jﬂ\ O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
KT (g) Computation of Net Capital.
[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
NAO (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
Kl () 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.
qk O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
K (1) An Oath or Affirmation.
Y |x O (m) A copy of the SIPC Supplemental Report.
p!PxD (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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



FINANCIAL STATEMENTS
SUPPLEMENTARY INFORMATION
REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM
AND
OTHER MATTERS

ETF DISTRIBUTORS, LLC

DECEMBER 31, 2014



ETF DISTRIBUTORS, LL.C

DECEMBER 31, 2014
TABLE OF CONTENTS
Page
Report of Independent Registered Public Accounting Filt. e 1-2
Financial Statements
Statement of Financial Condition...........ccciiviiiiiiiiiiiiininnnnn. 3
Statement of Income and Member’s Equity................cooeiiiiainn. 4
Statement 0f Cash FIOWS......cieiieeerieieiiiiiioriniariiiiienenean 5
Notes to Financial Statements. ....ccoeevrriieriaiineiriaiiireiiiieriniriasenenae, 6-8
Supplementary Information
Schedule I
Computation of Net Capital Pursuant to Rule 15¢3-1 of
the Securities and Exchange Commission..............cceevieeiiiiinnnnn. 9-10
Schedule 11
Computation for Determination of Reserve Requirement Under
Rule 15¢3-3 of the Securities and Exchange Commission............... 11
Exemption Review Report of Independent Registered Public
AcCoUnting FitmM....oeiviuiiiiniiiiiiiii e 12

Exemption Report........coeuiiiuiiiiininieiiiiiie et e 13



ROMEO & CHIAVERELLI CPA’S LLC
ONE BALA PLAZA
SUITE 234
BALA CYNWYD, PA 19004

Report of Independent Registered Public Accounting Firm

‘We havie audited the accompanying statement of financial condition of ETF Distributors;
LLC asof December 31, 2014, and the related statements of income, changes in
menibers* equity, changes in liabilities subordinated to claims of general creditors, and
cash flows for the year then ended. These:financial statements are the- responszbmty of
ETF Disttibutors, LLC’s mahagement. Our responsibility is to express an opinion on
these ﬁnanc:al statements based on our audit.

We conducted our-audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and
performh the audit to-obtain reasonable assurance about whether the financial statetents.
are free of material misstatement. An audit includes examining, on a test basis, evidence
supporti‘ng the amounts and disclosures in the finaricial statements. An audit also includes
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 present fajrly, in all material
respects, the financial position of ETF Distributors, LLC as of December 31, 2014, and
the results of its operations and itscash flows for the year then ended in conform1ty with
-accounting principles generally aceepted in the United States.

The computation of net capital pursuant to Rule 15¢3-1 of the Securities and Exchange
Commission-and the reserve requirements and possession or control requirements under
Rule 15¢3-3 of the Securities and Exchange Commission has been subjected to audit
procedures performed in conjunction with the audit of ETF Distributars; LLC’s financial
sStatements. The computation of net capital pursuant to Rule 15¢3-1 of the Securities and
Exchange Commission and the reserve requirements and possession or control
requirements under Rule 15¢3-3 of the Securities and Exchange Commission is the
responsibility of ETF Distributors, LLC’s management. Our audit procedures included
determining whether the computation of net capital pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission and the.reserve requirements and possession or
control reqiirements under Rule 15¢3-3 of the Securities and Exchange Commission
reconciled to the finaricial statements or the undetlying accounting and other records;.as
applicable; and performing procedures to test the completeness and-accuracy of the
information presented in the computation of net capital pursuant to Rule 15¢3-1 of the



Securities and Exchange Commission and the reserve requirements ard possession or
control. requtrements under Rule 15¢3-3-of the Securities and Exchange Commission. In
fotiming our: opitiion on the computation of net-capital pursuant to Rule 15¢3-1 of the
Securities aid Exchange Commission and the reserve requirements and possession or
control requirements under Rule 15¢3-3 of the Securities and Exchange Commission, we
evaluated whether the computation of net capital pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission and the reserve requiremerits and possession or
control requirements under Rule. 15¢3-3 of the Securities and Exchange Commission,
1nc1udmg its form and conternit is presented in conformity with 17 C.F.R.&240.17a-5. In
our opinion, the computation of het capital pursuant to Rule 15¢3-1 of the Securities and
Exchange Commission and the reserve requirements and possession or contiol.
requiréments under Rule 15¢3-3 of the Securities and Exchange Commission is fairly
stated, in all material respects, in relation to the financial statements as a whole:

Romeo & Chlaverelh LLC
Bala:‘Cynwyd, PA 19004

Marchy9, 2015



ETF DISTRIBUTORS, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2014
. ASSETS
CURRENT ASSETS

Cash
Accounts Receivables
Deposits and Prepaids

Total current assets

Total Assets

LIABILITIES AND MEMBER’S EQUITY

LIABILITIES
Accounts Payable and Accrued Expenses

Total current liabilities

MEMBER’S EQUITY

Total Liabilities and Member’s Equity

The accompanying notes are an integral part of these
financial statements

3

$ 11,936
12,785
4,389
29.110

$29.110

12,753

12,753

_16.357

$ 29110



ETF DISTRIBUTORS, LLC

STATEMENT OF INCOME AND MEMBER’S EQUITY

YEAR ENDED DECEMBER 31, 2014

REVENUE
Distribution Fees
Total revenue

EXPENSES
Employee Compensation and Benefits
Technology and Communications
Occupancy and Equipment
Other Expenses '
Total Expenses

Net Loss

Member’s Equity, beginning of year
Add: Member’s capital contributions

Member’s Equity, end of year

The accompanying notes are an integral part of these
financial statements

-4-

$ 29.885
29,885

12,465
4,781
6,961

55.212

79.419

53,891
12.000

$ 16357



ETF DISTRIBUTORS, LL.C
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (49,534)
Adjustments to reconcile net loss to net cash
used in operating activities:
(Increase) decrease in operating assets:

Accounts Receivable (6,076)
Deposits and Prepaids 24,895
Increase (decrease) in operating liabilities:
Accounts Payable and Accrued Expenses 5,253
Net cash used in operating activities (25,462)
CASH FLOWS FROM FINANCING ACTIVITIES:
Members’ capital contributions A 12.000
Net cash provided by financing activities 12,000
Decrease in cash (13,462)
Cash, beginning of year | 25.398
Cash, end of year 11,936

The accompanying notes are an integral part of these
financial statements

-5-



ETF DISTRIBUTORS, LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the significant accounting policies applied by
management in the preparation of the financial statements.

QOrganization

ETF Distributors, LLC (Company) was organized under the Laws of the State of
Delaware in 2012 and became registered as a broker-dealer with the Securities and
Exchange Commission (SEC) and the Financial Industry Regulatory Authority
(FINRA) in August 2013. The Company is approved to distribute and administer the
distribution of mutual fund shares and the shares of electronically traded funds. The
Company is registered to do business in New York.

Estimates

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

Revenue recognition

Revenue is recognized when services are billed.

Concentration of credit risk

Financial instruments that potentially subject the Company to concentrations of credit
risk consist principaily of cash and accounts receivable. The Company places its cash
with high credit quality financial institutions. The Company generally does not require
collateral or other security from its customers. During the year, the Company
recognized 100% of its revenue from two customers and their affiliates.



ETF DISTRIBUTORS, LL.C
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2014

NOTE 2 - NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (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 a ratio of 15 to 1. At December 31, 2014, the ratio was (1561) to 1.
The Company complied with the exemptive provisions of Rule 15¢3-3 under sub-
paragraph (k)(1). All transactions are limited to the distribution and administration of
the distribution of registered investment companies and electronically traded funds. At
December 31, 2014, the Company had net capital, as defined, of ($8817), which was
$5,817 in deficit of its required minimum net capital of $5,000.

The Company determined that it was net capital deficient on December 31, 2014,
during several months of 2014, and subsequent to December 31, 2014. Pursuant to
Rule 240.17a-11, the Company filed notice on February 27, 2015 with the SEC and
FINRA that it was net capital deficient. At that same time, the Company took
corrective action including receiving a capital contribution from its parent company to
correct the net capital deficiency. As of the date of this report, the Company
maintained sufficient net capital to be in compliance with Rule 15¢3-1.

NOTE 3 - INCOME TAXES

The Company, a limited liability company, has elected to be taxed for federal and state
purposes as a partnership. As a result, the Company is not a taxpaying entity for
federal or state income tax purposes and, accordingly, no income tax expense or tax
benefit has been recorded in these financial statements. Income or losses from the
Company are reflected on the Members’ income tax returns.

The Company’s income tax returns for the tax years ended December 31, 2013 and
2014 are subject to examination by the IRS.

NOTE 4 - EXPENSE SHARING AGREEMENT AND OTHER TRANSACTIONS
WITH AFFILIATES

On June 15, 2013 the Company entered into an expense sharing agreement with its
parent company, ETF Issuer Sotutions, Inc. (ETFIS). Under the agreement, the
Company shares space with ETFIS and also shares various services, which are
contracted by, and paid by, ETFIS. During 2014 the Company and ETFIS modified

-7-



the expense sharing agreement on two separate occasions to recognize different
utilizations of personnel, services and facilities. For the year 2014, the Company
incurred total rent expense of $6,961 and the total personne! expense of $12,465.

The Company also provides distribution services to an affiliate. For the year ended
December 31, 2014, income earned from an affiliate was $8,952, all of whichis a
receivable at December 31, 2014,

NOTE 6 — SUBSEQUENT EVENTS

Events subsequent to December 31, 2014 relevant to the Company have been
evaluated through March 9, 2015, which is the date the financial statements were
available to be issued, for the purpose of identifying events requiring recording or
disclosure in the financial statements for the year ended December 31, 2014. The
parent of the Company has entered into an agreement with Virtus Investment Partners,
Inc. (Virtus) in which Virtus will acquire a majority interest in the parent. The parent
will become a Virtus affiliate and continue to operate as a multi-manager ETF
platform, providing investors access to differentiated investment capabilities from
select sub-advisers.
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SCHEDULE I

ETF DISTRIBUTORS, LL.C

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2014

Total members’ equity from
Statement of financial condition

Deduct non-allowable assets:
Receivables
Prepaid expenses
Security deposits
Total non-allowable assets

Net capital

| Miﬁimum net capital required per 15¢3-1 (a)(2)
Excess net capital

Excess net capital at 1,000%

Aggregate indebtedness from statement of financial

condition, net of A-1c liabilities

Ratio of aggregate indebtedness to net capital

9-

$ 16,357

12,785
3,318

1.071

17,174

NI ¢.9 A

$ 5000

5,817

$ 12753

95Y%



SCHEDULE I
ETF DISTRIBUTORS, LL.C
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2014

Reconciliation with Company’s computation (included in
part ITIA of Form X-17A-5 as of December 31, 2014

Net capital, as reported in Company’s part IIA (unaudited)

FOCUS report $ 10,192
Nonallowable receivables erroneously reported as

allowable (5,285)

Increase in nonallowable assets (2,140)

Increase in net loss (3.584)

Total adjustments (11,009)

Net capital per above computation $ @817

-10-



SCHEDULE I1
ETF DISTRIBUTORS, LLC
COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS UNDER 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2014

-The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission
under paragraph (k)(1) of that Rule.

-11-
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ROMEO'& CHIAVERELLI LLC
ONE BALA PLAZA
SUITE 234
BALA CYNWYD, PA 19004

endent Registered Public Accounting Firm

Report of Inde
' Exemption Report Review

To the Board of Directors and Shareholders
ETF Distributors, LLC

We have reviewed management’s statements, included in the accompanymg Exemption
Report; on-which ETF Distributors, LLC identified the following provisions of 17 C.F.R.
‘~15¢3-3(k) under which ETF Distributors, LLC claimed an exemption from 17 C.F.R.
~240,15¢3-3: (1()(2)(1) SEC Rule 15¢3-3(k)(2)(i) and ETF Distributors, LLC stated that
'ETF Distributors, LLC met the identified exemption provisions throughout the most
recent fiscal year without exception. ETF Distributors, LLC’s management is responsible
for compliance with the-exemption provisions.and its statements.

Our review was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and, accordingly, included inquiries and
other required procedures to obtain evidence about ETF Distributors, LLC’s compliance.
with the exemption provisions. A review is substantially less in scope thah an
examination, the objective of which is the expression of an opinion on management’s
statements. Accordingly, we do not express such an opinion.

Based on our'review, we are nof.aware 6f any material modifications that should be made
to:management’s statements referred to above for them to be fairly stated, in all material
respects, based on the provisions set forth in paragraph (k)(2)(i) of Rule 15¢3-3 under the
Securities:Exchange Act of’ 1934

Romeo &. Chlaverelh LLC
Bala Cynwyd, PA

March 9, 2015
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ETF Issuer Solutions Inc.
6 Bast 39" St.

10th Floor

New York; NY 10016

February 27, 2015
EXEMPTION REPORT
' We confirm, to the best of our knowledge and belief, that:
1. Fimm claithed an exemption from SEC Rule 1 S¢3-3 under the provision in

pavagraph of (k)(2)(ii) througliout the calendar January 1; 2014 to December 31,
2014,

2. Fimn met the identified exemption provisions in SEC Rule 1 5e3-3(k)(2)(ii)
throughout the calendar year January 1, 2014 to December 31, 2014 without
exception.

Date: 21'/ 2'/’/1 5/

Matthew Brown, Member
ETF Distributors LLC

6 E. 39th St Suite 1003
New York, NY 10016
212-593-4383



