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OATH OR AFFIRMATION

I, Jane F. Jette , swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement

and supporting schedules pertaining to the firm of Sun Life Financial Distributors, Inc. as of December 31, 2016, 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:

J
Signature

Financial Operations Principal and Treasurer

Title

t NotaryPu lic

This re rt ** contains chec al a licable oxes :
N (a) Facing Page.
N (b) Statement of Financial Condition.
N (c) Statement of Income (Loss).
N (d) Statement of Changes in Financial Condition.
N (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
❑ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
N (g) Computation of Net Capital.
N (h) Computation for Determination of Reserve Requirements Pursuant to Rule 156-3.
N (i) Information Relating to the Possession or Control Requirements Under Rule 156-3.
❑ 0) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
❑ (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
N (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.

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



Deloitte.,
Deloitte & Touche LLP
200 Berkeley Street
Boston, MA 02116-5022
USA

Tel: +1 (617) 437-2000
Fax: +1617 437 2111
www.deloitte.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of
Sun Life Financial Distributors, Inc.
One Sun Life Executive Park
Wellesley, MA 02481-5699

r~

We have audited the accompanying statement of financial condition of Sun Life Financial
Distributors, Inc. (the "Company") as of December 31, 2016, and the related statements of
operations, changes in stockholder's equity, and cash flows for the year then ended that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. 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 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 financial statements are free of material

r misstatement. The Company is not required to have, nor were we engaged to perform, an audit of
its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the

f circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control over financial reporting. Accordingly, we express no such opinion.
An audit also 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, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial
position of Sun Life Financial Distributors, Inc. as of December 31, 2016, 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.

As discussed in Note 3 to the financial statements, the accompanying financial statements have
been prepared from the separate records maintained by the Company and reflect significant
balances and transactions with affiliates. Such financial statements may not be indicative of the
conditions that would have existed or the results of operations if the Company had not been
operated as an affiliated company. Our opinion is not modified with respect to this matter.

The supplemental schedules g, h, and i listed in the accompanying table of contents have been
subjected to audit procedures performed in conjunction with the audit of the Company's financial
statements. The supplemental schedules are the responsibility of the Company's management.
Our audit procedures included determining whether the supplemental schedules reconcile to the
financial statements or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in the



supplemental schedules. In forming our opinion on the supplemental schedules, we evaluated
whether the supplemental schedules, including their form and content, are presented in
compliance with Rule 17a-5 under the Securities Exchange Act of 1934. In our opinion, such
schedules are fairly stated, in all material respects, in relation to the financial statements as a
whole.

February 23, 2017



SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2016

ASSETS

Cash and cash equivalents $ 16,508,119
Federal tax receivable - Affiliate 3,259,871
Prepaid expenses 23,925
Receivable from affiliates 22,996

TOTAL ASSETS $ 19,814,911

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accrued expenses $ 416,351
Payable to affiliates 141,678
Deferred federal tax liability - Affiliate 6,749
State tax payable - Affiliate 2,067

Total liabilities 566,845

STOCKHOLDER'S EQUITY:
Common stock, $100 par value- authorized, 5,000 shares;
issued and outstanding, 4,005 shares 400,500

Additional paid-in capital 312,493,362
Accumulated deficit (293,645,796)

Total stockholder's equity 19,248,066

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 19,814,911

The accompanying notes are an integral part of these financial statements.
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2016

INCOME:

Underwriting fee income $ 336,068
Investment income 92,758
Distribution fee income 9,405

Total income 438,231

EXPENSES:
Interest and penalties on income tax 182,611
Service fees 824,191
Other operating expenses 82,160

Total expenses 1,088,962

LOSS BEFORE INCOME TAX (650,731)

INCOME TAX EXPENSE (Note 5)
2,019,303

NET LOSS $ (2,670,034)

The accompanying notes are an integral part of these financial statements.
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
YEAR ENDED DECEMBER 31, 2016

Additional Total
Common Paid-In Accumulated Stockholder's

Shares Stock Capital Deficit Equity

BALANCE -January 1, 2016 4,005 $ 400,500
$ 

312,493,362 $ (290,975,762) $ 21,918,100

Net loss 
- 

-

- (2,670,034) (2,670,034)

BALANCE - December 31, 2016 4,005 $ 400,500 $ 312,493,362 $ (293,645,796) $ 19,248,066

The accompanying notes are an integral part of these financial statements.
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

STATEMENT OF CASH FLOW
YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (2,670,034)

Adjustments to reconcile net income to net cash used in
operating activities:
Deferred federal tax expense 1,436,728

Changes in assets and liabilities:
Federal tax receivable - Affiliate (3,250,405)
Prepaid expenses (5,482)
Receivable from affiliates 17,684
Accounts receivable for securities sold 3,879
Accrued expenses (1,395,901)
Payable to affiliates 106,701
State tax payable - Affiliate (3,268,277)

Net cash used by operating activities
(9,025,107)

CASH AND CASH EQUIVALENTS - Beginning of year 25,533,226

CASH AND CASH EQUIVALENTS - End of year $ 16,508,119

SUPPLEMENTAL INFORMATION:
Federal income tax refunded - Affiliate $ 64,272
State income tax payment - Affiliate

$ 7,165,529

The accompanying notes are an integral part of these financial statements.
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

NOTES TO FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2016

1. BUSINESS AND ORGANIZATION

Sun Life Financial Distributors, Inc. (the "Company") is a Financial Industry Regulatory Authority
("FINRA") registered broker-dealer. The Company is a wholly owned subsidiary of Sun Life Financial
(U.S.) Holdings, Inc. (the "Parent"). The Parent contributes additional capital, as necessary for the
Company to maintain all net capital requirements. The Company distributed certain insurance products
issued by Sun Life Assurance Company of Canada ("Sun Canada"), an affiliated company. The
Company does not carry securities accounts for customers or perform securities custodial functions.

The Company operates under a Principal Underwriter's Agreement with Independence Life and Annuity
Company ("ILAC"), an affiliated life insurance company. In accordance with the terms of this
agreement the Company serves as the principal underwriter with respect to the closed block of single-
premium variable life insurance policies sold by ILAC.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — The accompanying financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America ("GAAP").

Use of Estimates — The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from these estimates.

r~ Cash and Cash Equivalents — Cash and cash equivalents consist of cash and highly liquid investments
with remaining maturities of three months or less when purchased. At December 31, 2016, cash

l equivalents consisted of an investment in an unaffiliated money market fund.

Income and Expenses —The Company operates under a Wholesaling Agreement with Sun Canada
whereby it continues to receive Distribution fee income through additional and conversion premiums for
providing distribution services for certain insurance products previously sold by Sun Canada.

Underwriting fee income is earned pursuant to the Principal Underwriting Agreement with the
Company's affiliate, ILAC. Under this agreement, ILAC reimburses the Company for the cost of
services provided as the principal underwriter including all direct and indirect expenses which is cash

`- settled on a monthly basis.

Investment income relates to interest earned on the Company's investment in a money market fund.

(_ Fair Value of Financial Instruments — Financial instruments, which include cash and cash equivalents,
receivables, and payables, approximate their fair values because of the short-term maturities of these
assets and liabilities.

~i
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
r, (A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

3. RELATED-PARTY TRANSACTIONS

The accompanying financial statements have been prepared from the separate records maintained by the
Company and reflect significant balances and transactions with affiliates. Such financial statements may
not be indicative of the conditions that would have existed or the results of operations if the Company
had not been operated as an affiliated company.

The Company's distribution fee income as shown on the statement of operations is earned 100% from an
affiliate.

The Company has an administrative services agreement with an affiliate company, Sun Canada, under
which the Company has agreed to pay fees for services provided. Expenses allocated under this
agreement include professional staffing for financial, compliance, legal, administrative and other
operational support functions as well as the relevant property, equipment and facilities to carry out the
day-to-day operations of the Company's business. Service fees related to this agreement amounted to
$172,630 for the year ended December 31, 2016.

The Company has a Principal Underwriter's Agreement with an affiliate company, ILAC under which
the Company is reimbursed for the cost of services provided by the Company. For the year ended
December 31, 2016, the company received fees of $336,068 pursuant to this agreement which is
recorded as underwriting fee income in the Statement of Operations.

The Company is included in the consolidated/combined tax return of the Parent and certain affiliates for
state and federal income tax reporting. See footnote 5 for detailed information regarding income tax
reporting.

4. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. In determining fair value, the
Company uses various methods including market, income and cost approaches. The Company utilizes
valuation techniques that maximize the use of observable inputs and minimizes the use of unobservable
inputs.

The Company has categorized its financial instruments, based on the priority of the inputs to the
valuation technique, into a three-level hierarchy. The fair value hierarchy gives the highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). If the inputs used to measure fair value fall within different levels of the
hierarchy, the category level is based on the lowest priority level input that is significant to the fair value
measurement of the instrument.

During the year ended December 31, 2016, there were no changes to either the Company's valuation
techniques or the related inputs.

Level 1 inputs are observable inputs that reflect quoted prices for identical assets or liabilities in active
markets that the Company has the ability to access at the measurement date. Level 2 inputs are
observable inputs, other than quoted prices included in Level 1, for the asset or liability or prices for

-8-



' SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

4. FAIR VALUE MEASUREMENTS (CONTINUED)

similar assets and liabilities. Level 3 inputs are unobservable inputs reflecting the reporting entity's
estimates of the assumptions that market participants would use in pricing the asset or liability.

The Company has cash equivalents of $16,315,854 measured at fair value on a recurring basis as of
December 31, 2016. Cash equivalents is considered a Level 1 fair value asset due to the short-term
nature and liquidity of the balance.

The Company does not have any liabilities that are measured at fair value on a recurring basis as of
December 31, 2016.

The Company determines transfers between levels based on the fair value of each security as of the
beginning of the reporting period. During the year ended December 31, 2016, the Company did not have
any transfers between levels.

5. INCOME TAXES

The Company accounts for income taxes in accordance with FASB ASC Topic 740, "Income Taxes".
Deferred income taxes are recognized when assets and liabilities have different values for financial
statement and tax reporting purposes, and for other temporary taxable and deductible differences as
defined by FASB ASC Topic 740. The effect on deferred taxes of a change in the tax rates is recognized
in income in the period that includes the enactment date.

The Company is included in the consolidated/combined tax return of the Parent and certain affiliates for
state and federal income tax reporting. The method of allocation of the total consolidated/combined
income tax among members of the consolidated/combined tax group is subject to a written agreement,
approved by the Board of Directors. Under the current tax allocation agreements, federal and state
income amounts are allocated among members of the consolidated/combined tax group based upon
separate return calculations with current credit for losses that were utilized by the
consolidated/combined tax group. Under this approach, the Company's deferred tax assets and tax
attributes are considered realized by it so long as the group is able to recognize (or currently use) the
related deferred tax asset or attribute. Thus the need for a valuation allowance is determined at the
consolidated return level rather than at the level of the individual entities comprising the consolidated
group. Intercompany tax balances are settled on a quarterly basis within 30 days following a federal or
state tax payment.

Certain provisions of FASB ASC Topic 740 prescribe a recognition threshold and measurement attribute
for tax positions taken or expected to be taken in a tax return, and policies on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure, and transition. The
Company recognizes interest and penalties accrued related to unrecognized tax benefits ("UTBs").

M
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

5. INCOME TAXES (CONTINUED)

In 2012, the Massachusetts Department of Revenue ("MA DOR') completed its audit of the 2009 tax
year for the combined return. As the result of the audit, MA DOR allocated additional revenue to the
Company as compensation for services rendered to insurance affiliates and assessed additional tax and
associated interest penalties. MA DOR's position is that the Company's intercompany transfer pricing
was not appropriate. In 2013, MA DOR commenced the audit of the 2010 and 2011 tax years for the
combined return and proposed a similar adjustment to each of 2010 and 2011 tax years in February
2016. Through Mediation in October, 2016, the Massachusetts Department of Revenue ("MA DOR")
and the Company reached an agreement to settle all disputed issues for the periods at issue with a
corresponding payment of $9,000,000. The remittance made in November 2016 included tax of
$7,163,618 and interest of $1,836,382 with the waiver of all penalties.

The Company had recorded a liability for uncertain tax benefits of $3,270,354, interest of $836,183 and
penalties of $817,588 as of December 31, 2015. As a result of the agreement with payment, all uncertain
tax liabilities were released in 2016.

A reconciliation of the beginning and ending amount of uncertain tax benefits is as follows:

2016
Beginning uncertain tax benefits $3,270,354
Prior year — decreases -
Prior year — increases -
Current year — decreases (3,270,354)
Current year — increases -

Ending uncertain tax benefits $ -

The Internal Revenue Service ("IRS") is currently auditing the 2010 through 2013 tax years for the
consolidated return. The 2007 through 2009 tax years are in IRS Appeals, and the closing documents
have been submitted to the IRS joint committee for final review. All items relating to the current
examination and appeals have been provided for based upon our assessment of the likelihood of loss.
While the final outcome of the ongoing tax examination is not yet determinable, the Company does not
believe that any adjustments would be material to its financial position.

r~.
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

5. INCOME TAXES (CONTINUED)

A summary of the components of the tax expense in the statements of operations for the year ended
December 31, 2016 is as follows:

2016
Current tax expense (benefit):
Federal $ (3,314,677)
State 3,897,252

Total current tax expense 582,575

Deferred tax expense (benefit):
Federal 1,436,728
State 0

Total deferred expense 1,436,728

Total tax expense $ 2,019,303

Federal income taxes attributable to the Company's operations are different from the amounts
determined by multiplying income before federal income taxes by the expected federal income tax rate
of 35%. The Company's effective rate differed from the federal income tax rate for the year ended
December 31, 2016 as follows:

2016

Expected tax benefit at U.S. statutory rate $ (227,755)

Permanent adjustments:

State Tax Charge (Net of Federal Tax Impact) 2,533,214
Other — tax penalties (286,156)

Total income tax expense $ 2,019,303

-11-



® SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

5. INCOME TAXES (CONTINUED)

The deferred tax liability represents the tax effects of temporary differences between the carrying
C amounts of assets and liabilities used for financial reporting purposes and the amounts used for income

tax purposes, as well as the impact of uncertain tax benefits. The components of the Company's deferred
tax liability as of December 31, 2016 were as follows:

~} 2016
Deferred tax liability:
Accrued audit fees $ 6,749

~r
Total deferred tax liability $ 6,749

C

C 6. NET CAPITAL REQUIREMENTS

C
As a registered broker-dealer, the Company is subject to the Securities and Exchange Commission's
regulations and operating guidelines, including Rule 15c3-1 of the Securities and Exchange Act of 1934,
which requires the Company to maintain a specified amount of net capital, as defined, and a ratio of
aggregate indebtedness, as defined, to net capital not exceeding 15 to 1. The Company's net capital, as
computed pursuant to Rule 156-1, at December 31, 2016 was $15,614,957 which was greater than the
required net capital of $37,790 by $15,577,167. The ratio of aggregate indebtedness to net capital was
0.04 to 1.

® 7. EXEMPTION FROM RESERVE AND SECURITY CUSTODY REQUIREMENTS PURSUANT

cell TO RULE 15c3-3

C The Company is exempt from the reserve requirements of Rule 15c3-3 of the Securities Exchange Act of
1934, under the provisions of subparagraph (k)(1) thereof, since its transactions are limited to the

i purchase, sale and redemption of redeemable securities of registered investment companies. All
customer funds are properly transmitted, and all securities received in connection with activities as a
broker-dealer are promptly delivered. The Company does not otherwise hold funds or securities for, or
owe money or securities to, customers. The Company files an Exemption Report under Rule 17a-5

.,~ paragraph (d) (4).

8. CONTINGENCIES

~i The Company is subject to various threatened or pending legal actions and claims that have arisen in the
ordinary course of business. In the opinion of management, the ultimate resolution of such legal
proceedings and claims will not be materially adverse to the Company's financial position, results of
operations or cash flows.

9. SUBSEQUENT EVENTS

Management has evaluated events subsequent to December 31, 2016 and through the Company's
financial statement issuance date noting there are no subsequent events requiring adjustments to or
additional disclosures in these financial statements.

-12-
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SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

SUPPLEMENTAL SCHEDULE OF COMPUTATION OF NET CAPITAL REQUIRED
UNDER RULE 150-1 OF THE SECURITIES EXCHANGE ACT OF 1934
AS OF DECEMBER 31, 2016

2016

CAPITAL:
Stockholder's equity $ 19,248,066

DEDUCTIONS — Nonallowable assets:
Federal tax receivable - Affiliate 3,259,871
Prepaid expenses 23,925
Receivable from affiliates 22,996

Total deductions 3,306,792

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITIONS 15,941,274

HAIRCUTS ON SECURITIES POSITIONS (326,317)

NET CAPITAL $ 15,614,957

AGGREGATE INDEBTEDNESS:

Total liabilities $ 566,845

MINIMUM DOLLAR NET CAPITAL REQUIREMENT OF BROKER-DEALER
(The greater of 6-2/3% of aggregate indebtedness, or $5,000) $ 37,790

EXCESS NET CAPITAL $ 15,577,167

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.04

NOTE: There were no material differences between the amounts presented above and the amounts reported
in the Company's unaudited FOCUS report as of December 31, 2016, filed on January 26, 2017.

-13-



SUN LIFE FINANCIAL DISTRIBUTORS, INC.
(A Wholly Owned Subsidiary of Sun Life Financial (U.S.) Holdings, Inc.)

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENT FOR
BROKERS AND DEALERS PURSUANT TO RULE 150-3 UNDER THE SECURITIES
EXCHANGE ACT OF 1934
AS OF DECEMBER 31, 2016

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act of 1934, in
that the Company's activities are limited to those set forth in the conditions for exemption appearing in
paragraph (k)(1) of Rule 156-3. As a result the Company files an Exemption Report as of December 31,
2016.

-14-
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