


~

~

OATH OR AFFIRMATION

I,  CHUNFONG , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FEF DISTRIBUTORS, LLC , as
of DECEMBER 31 ,2018 , 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:
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(a) Facing Page. '"-uon"°

(b) Statement of Financial Condition.

(c) 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 Qath or Affirmation,

(m) A copy of the SIPC Supplemental Report.
(n) A report describingany 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).
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Ernst & Young LLP Tel: +1 212 773 3000
5 Times Square Fax:+1212 773 6350
New York, NY 10036-6530

Building a better
working world

Report of Independent Registered Public Accounting Firm

The Member of
FEF Distributors, LLC

We have audited the accompanying statement of financial condition of FEF Distributors, LLC (the Company)
as of December 31, 2016. This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this financial statement 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 perform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financtal 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 statement of financial condition referred to above presents fairly, in all material respects, the
financial position of FEF Distributors, LLC at December 31, 2016, in conformity with U.S. generally accepted

accounting principles.
Gonat? %?M

February 24, 2017

A member firm of Ernst & Young Global Limited
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FEF Distributors, LLC

Statement of Financial Condition
December 31, 2016

Assets
Cash and cash equivalents
Commission receivables

Receivable from Parent
Other assets

Total assets

Liabilities and Member's Equity
Liabilities
12b-1 fees payable
Payable to Parent
Accounts payable and accrued expenses
Total liabilities

Member's equity
Total liabilities and member’'s equity

See Notes to Statement of Financial Condition.

32,027,965
479,920
21,720
174,412

32,704,017

29,923,528
23,643
87,231

30,034,402

2,669,615

32,704,017




FEF Distributors, LLC
Notes to Statement of Financial Condition
December 31, 2016

1)

2)

Organization

Nature of operations: FEF Distributors, LLC (the “Company’) is a non-clearing registered broker-
dealer with the Securities and Exchange Commission (“SEC”) and is a member of the Financial
Industry Regulatory Authority (“FINRA™). The Company is a wholly-owned subsidiary of First
Eagle Investment Management, LLC (the “Parent”).

The Company is engaged in the distribution of shares of the First Eagle group of mutual funds (“FE
Funds™). As of December 31, 2016, the FE Funds consist of eight 1940 Act registered funds: First
Eagle Global Fund, First Eagle Overseas Fund, First Eagle U.S. Value Fund, First Eagle Gold Fund,
First Eagle High Yield Fund, First Eagle Global Income Builder Fund, First Eagle Fund of America,
and First Eagle Overseas Variable Fund. The Company also engages in private placements of
securities solely as wholesale placement agent. The private placement activities are limited to
advising on or facilitating the placement of direct participation program securities, effecting private
securities offering, and retail or institutional sales and trading activities.

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission under
paragraph (k)(2)(i), as the Company is a broker-dealer limited to the distribution of shares of mutual
funds and private placements of securities solely as wholesale placement agent. The Company also
does not hold customer accounts or receive customer cash or securities.

Significant Accounting Policies

a) Basis of presentation: The Statement of Financial Condition of the Company is prepared on
the accrual basis of accounting in accordance with U.S. generally accepted accounting principles
(“U.S. GAAP”) as detailed in the Financial Accounting Standards Board’s (“FASB”)
Accounting Standards Codification (“ASC™), All of the Company's assets and liabilities that
are considered financial instruments are reflected at fair value. The carrying value of all other
assets and liabilities approximates fair value.

b) Use of estimates: The preparation of the Statement of Financial Condition in conformity with
U.S. GAAP requires management to make estimates and assumptions that aftect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities as of the date
of the Statement of Financial Condition. Actual results could differ from these estimates.

¢) Cash and cash equivalents: Cash and cash equivalents include highly liquid instruments with
original maturities of three months or less at the date of acquisition. Cash equivalents consist of
investments with a stable net asset value (“NAV””) money market funds which are valued based
on NAV per share as an acceptable proxy of fair value. The Company maintains deposits with
financial institutions in an amount that is in excess of federally insured limits.



FEF Distributors, LLC
Notes to Statement of Financial Condition
December 31, 2016

d) Securities: The Company does not carry customer accounts and generally does not carry any
securities on its own account. Securities, if any, are traded in active markets and are valued using
quoted market prices, broker or dealer quotations or alternative pricing sources with reasonable
levels of price transparency that are classified within appropriate level of the fair value hierarchy
in accordance with ASC 820.

e) Commission receivables: The Company, as underwriter of the FE Funds, earns up to 50 basis
points on sales charges of Class A shares. Dealer allowances are fees of up to 4.5% on the FE
Funds Class A shares, where the Company is the dealer of record. The Company, as the default
dealer receives 12b-1 income at 25 basis points on Class A and Y shares and 100 basis points
on Class C shares. A contingent deferred sales charge is also collected from Class C
shareholders with a holding period of less than 12 months. These fees are computed based on
the purchase and redemption price of the FE Funds and are recorded on an accrual basis as
earned. As of December 31, 2016, receivables from these fees were $470,920 and are reflected
in Commission receivables.

On December 14, 2016, the First Eagle Fund Board approved the issuance of Class R shares in
the FE Funds. There will be 4 R classes (R3, R4, RS and R6). Class R3 and R4 shares will have
12b-1 fees of 35 bps and 10 bps, respectively. RS and R6 shares will have no 12b-1 fees. R
shares are anticipated to begin trading effective March 1, 2017.

f) 12b-1 fees payable: The Company pays 12b-1 and service fees to non-affiliated financial
institutions for marketing, promotional and shareholder services on behalf of the FE Funds. The
fees are based on contracted amounts and are paid monthly or quarterly, in accordance with the
respective agreements. As of December 31, 2016, 12b-1 fees payable were $29,923,528.

g) Income taxes: The Company is a single member limited liability company and is treated as a
disregarded entity for tax purposes. The Company does not file any tax returns, but its taxable
income is reported as part of the Parent’s tax returns. The Parent is an LLC treated as a
partnership and does not have tax liabilities in most jurisdictions but rather passes through its
taxable income to its members. The Parent files a tax return with New York City (“NYC”),
where it is liable for unincorporated business tax (“UBT”). The Company has a tax sharing
arrangement with the Parent, whereby the Parent is reimbursed for taxes incurred from the
results of the Company’s operations, based on an apportionment factor attributed to NYC,
multiplied by the applicable UBT rate.

3) Assets and Liabilities

As of December 31, 2016, the Company held no investments in securities other than approximately
$3.4 million in money market funds, which are included in cash and cash equivalents on the
Statement of Financial Condition. The money market investment is a stable NAV money market
fund that meets the Level 1 definition. The Company does not have any other investments.



FEF Distributors, LLC

Notes to Statement of Financial Condition
December 31,2016

4)

5)

6)

Contingencies

In the normal course of business operations, the Company is subject to regulatory examinations or
other inquiries. These matters could result in censures, fines or other sanctions, but the Company is
unable to predict the outcome of these matters. However, management believes the outcome of any
resulting actions will not be material to the Company’s Statement of Financial Condition.

Related-Party Transactions

Pursuant to a Purchase and Sales Agreement between the Company and the Parent, the Company
sells certain receivables due from the FE Funds each business day. The funds received from this
Purchase and Sale Agreement are disbursed to non-affiliated financial institutions for the marketing
and promotion of the FE Funds. Asof December 31, 2016, a receivable from parent in the amount
of $21,720 was reflected on the Statement of Financial Condition, as it relates to the Purchase and
Sales Agreement. For the year ended December 31, 2016, receivables totaling $201,238,851 were
sold to the Parent.

Pursuant to a Services Agreement between the Company and the Parent, the Company pays monthly
administrative fees to the Parent for ongoing administrative services provided to the Company. The
fees are allocated to the Company based on headcount and percentages of wages and time spent by
certain employees of the Parent, and include services such as personnel, rent, telecommunications,
and corporate services. As of December 31, 2016, the amount payable to the Parent for
administrative services was $23,643 and is included in Payable to Parent.

The Company receives 12b-1 and commission income from the FE Funds for the distribution of
shares of the FE Funds. As of December 31, 2016, receivables from the FE Funds were $479,920
and are included in Commission receivables.

Income Taxes

U.S. GAAP provides guidance for how uncertain tax positions should be recognized, measured,
disclosed and presented in the Statement of Financial Condition. This requires the evaluation of tax
positions taken or expected to be taken in the course of preparing the Company’s tax returns to
determine whether the tax positions are “more-likely-than-not” of being sustained “when
challenged” or “when examined™ by the applicable tax authority. Tax positions not deemed to meet
the more-likely-than-not threshold would be recorded as a tax benefit or expense and liability in the
current year. Since the Company is treated as a disregarded entity for tax purposes through
December 31, 2016, management has determined that there are no material uncertain income tax
positions for the Company. As of December 31, 2016, the Company recorded Taxes receivable of
$908, which are included in Receivable from Parent.



FEF Distributors, LLC
Notes to Statement of Financial Condition
December 31, 2016

)

8)

9

Regulatory Requirements

The Company is a registered broker-dealer and, accordingly, is subjected to Uniform Net Capital
Rule 15¢3-1 (the “Rule™) of the SEC and capital rules of FINRA. The Company has elected to use
the Alternative Net Capital method permitted by the Rule, which requires the Company to maintain
minimum “net capital” equal to the greater of $250,000 or 2% of aggregate debit items arising from
the reserve formula, as defined by the Rule. Net capital changes from day to day; at December 31,
2016, the Company had net capital of $1,926,189, resulting in excess net capital of $1,676,189. The
minimum net capital requirements may restrict the payment of distributions.

Indemnifications

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company’s maximum exposure under these arrangements is unknown, as this would involve future
claims that may be made against the Company that have not yet occurred. The Company expects
the risk of future obligation under these indemnifications to be remote.

New Accounting Pronouncements

In August 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-15, Disclosure
of Uncertainties about an Entity’s Ability to Continue as a Going Concern — that explicitly requires
management to assess an entity’s ability to continue as a going concern, and to provide related
footnote disclosures in certain circumstances. The Company adopted ASU No. 2014-15 for the
annual period ended December 31, 2016. Management concluded that the adoption of ASU No.
2014-15 did not have any material impact to the Company’s financial condition, results of
operations, cash flows and related footnotes. In addition, management believes that the application
of ASU No. 2014-15 does not affect the Company’s ability to continue as a going concern and there
are no conditions that meet the criteria for additional disclosure as of December 31, 2016.

10) Subsequent Events

The Company evaluated all subsequent events, including the Company’s ability to continue as a
going concern, for potential recognition and/or disclosure and concluded that other than the item
indicated below, there were no subsequent events through February 24, 2017, the date these financial
statements were available to be issued and approved by the Company’s management,

In February 2017, the FE Fund board approved the issuance of FE Funds Class T share. Class T
share will carry 12b-1 fees of 25 basis points and is expected to trade in the second quarter of 2017.
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Statement of Financial Condition
December 31, 2016
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