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OATH OR AFFIRMATION

], Todd R. Miller , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Lombard International Distribution Company , 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:

4 I
COMMONWEALTH OF PENNSYLVANIA W /e )W
Notarial Seal J ¢

Donna M. Brown, Notary Public Signature
City of Philadelphla, Philadeiphia County
My Commission Expires Oct. 24, 2017
MEMBER, PENNSYLVANIA ASSOCIATION OF NOTARIES

Vice President, Controller, Chief Financial Officer and Treasurer

Title

otary Public

Th)'é report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
g (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.
l%]/f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () AReconciliation, 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 audited and unaudited Statements of Financial Condition with respect to methods of
E/< consolidation.
() An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (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).
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Ernst & Young LLP Tel: +1 215 448 5000
One Commerce Square Fax: +1 215448 4069
Suite 700 )
o 2005 Market Street
Building a better ) :
working world Philadelphia, PA 19103

Report of Independent Registered Public Accounting Firm

The Board of Directors of Lombard International Distribution Company

We have audited the accompanying statement of financial condition of Lombard International Distribution
Company (the Company) as of December 31, 2016, and the related statements of operations, changes in
shareholder’s equity, and cash flows for the year then ended that are filed 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 misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 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 fairly, in all material respects, the financial
position of Lombard International Distribution Company at December 31, 2016, and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted accounting
principles.

The accompanying information contained in Schedules |, I, and Hll has been subjected to audit procedures
performed in conjunction with the audit of the Company’s financial statements. Such information is the
responsibility of the Company’s management. Our audit procedures included determining whether the
information reconciles 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. In forming
our opinion on the information, we evaluated whether such information, including its form and content, is
presented in conformity with Rule 17a-5 under the Securities Exchange Act of 1934. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

5/»%1:%'7“‘””?“’0

February 27, 2017

A member firm of Ernst & Young Global Limited



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Statement of Financial Condition
December 31, 2016

Assets
Cash § 558,153
Prepaid expenses 72,395
Leasehold improvements 21,160
Net deferred tax assets 13,845
Total assets 665,553
Liabilities and Shareholder’s Equity

Liabilities:
Accounts payable and accrued expenses 80,006
Payable to affiliates 17,213
Income taxes payable 141,669

Total liabilities 238,888

Shareholder’s equity:

Common stock, $25 par value; 1,000 shares authorized, issued, and outstanding 25,000

Additional paid-in capital 264,375

Retained earnings 137,290
Total shareholder’s equity 426,665
Total liabilities and shareholder’s equity § 665,553

See accompanying notes to financial statements.



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Statement of Operations
Year ended December 31, 2016

Revenues:
Concessions on variable insurance products
Other concessions
Administrative fee income (note 2)

Total revenues

Expenses:
Commissions on variable insurance products
Other commissions
General operating expenses (note 2)

Total expenses
Income from operations before income taxes
Income tax expense

Net income

See accompanying notes to financial statements.

$

5,540,348
79,953
1,882,916

7,503,217

5,540,348
79,953
1,539,284

7,159,585

343,632

(140,267)
203,365



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Statement of Shareholder’s Equity
Year ended December 31, 2016

Additional Retained Total
Common paid-in earnings shareholder’s

stock capital (deficit) equity
Balance at January 1, 2016 $25,000 $264,375 ($66,075) $223,300
Net loss - - 203,365 203,365
Balance at December 31, 2016 $25,000 $264,375 $137,290 $426,665

See accompanying notes to financial statements.



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Statement of Cash Flows
Year ended December 31, 2016

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Increase in deferred income tax assets
Increase in prepaid expenses
Increase in accounts payable and accrued expenses
Increase in income taxes payable
Increase in payable to affiliates

Net cash provided by operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Net cash used in investing activities

Increase in cash

Cash:
Beginning of year

End of year

See accompanying notes to financial statements.

$ 203,365

1,573
(1,403)
(19,546)
72,506
141,669
1,993

400,157

(22,733)
(22,733)

377,424

180,729
§ 558,153



)

LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

Nature of Business and Summary of Significant Accounting Policies

(a)

Description of Business

Lombard International Distribution Company (LIDC or the Company) is a Delaware company
organized on January 26, 1995 and licensed as a securities broker/dealer on January 18, 1996. The
Company is a member of the Financial Industry Regulatory Authority (FINRA) and is registered
with the Securities and Exchange Commission (SEC). On June 30, 2015, the Company’s former
ultimate parent, Tiptree Financial Inc., sold Philadelphia Financial Group, Inc. (PFG) and
subsidiaries, including Lombard International Distribution Company, to PFG Acquisition Corp., an
affiliate of The Blackstone Group L.P. Subsequently, the Company and certain affiliates were
transferred to Lombard International US Holdings, Inc., also an affiliate of The Blackstone Group
L.P. On September 28, 2015, the Company’s name was changed from Philadelphia Financial
Distribution Company to Lombard International Distribution Company.

The Company serves as the principal underwriter for variable life insurance policies and variable
annuity contracts issued by Lombard International Life Assurance Company (LILAC), an affiliate.
Effective July 13, 2012, the Company serves in the same capacity for certain variable life insurance
policies and variable annuity contracts for Hartford Life Insurance Company and Hartford Life and
Annuity Insurance Company (Hartford). These particular policies and contracts issued by Hartford
are administered by Lombard International Administration Services Company, LLC (LIAS), an
affiliate of the Company.

The revenues of the Company earned from LILAC and LIAS are concession income and
administrative fees. For operational purposes, LILAC pays the commissions on behalf of the
Company. As a consequence, the concession income and corresponding commission expenses are
presented on a gross basis in the statement of operations.

The Company provides certain administrative services to LILAC and LIAS, for which it receives an
administrative fee. The Company reimburses LILAC and LIAS at cost for services and facilities
provided to the Company for conduct of its operations.

Effective January 1, 2016, the Company entered into an insurance intermediary agreement with
Lombard International Assurance S.A. (LIA), a Luxembourg-based insurance carrier affiliate. Under
the terms of the insurance intermediary agreement, the Company will receive a monthly
administration fee to maintain appropriate regulatory registrations and supervision of brokers
engaging in insurance activities on behalf of LIA. The Company is also eligible to receive
origination and retention fees.

Other concessions consist of retention fee compensation paid to the Company by a third party
investment manager relating to accounts previously established by a registered representative of the
Company.

The Company does not hold customer accounts.
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(c)

(d)

(e)

LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP). The single-year presentation is in
accordance with Securities and Exchange Commission (SEC) Rule 17a-5.

Cash

Cash consists of demand deposits placed with a financial institution.

Leasehold Improvements

Leasehold improvements are stated at cost, net of accumulated amortization. Amortization is
calculated on a straight-line basis over the term of the lease.

Income Taxes

The Company accounts for income taxes under the provisions of ASC 740, Income Taxes. ASC 740
requires an asset and liability approach to accounting for income taxes, which generally requires that
deferred income taxes be recognized when assets and liabilities have different values for financial
statement and tax reporting purposes. ASC 740 allows recognition of deferred tax assets that are
more likely than not to be realized in future years. If necessary, a valuation allowance is established
to reduce the carrying amount of deferred income tax assets to amounts that are more likely than not
to be realized.

Until June 30, 2015, the Company filed a consolidated federal tax return with PFG and another
affiliate. Effective June 30, 2015, the Company filed a consolidated federal tax return with Lombard
International US Holdings, Inc. and certain other affiliates. The Company files state income tax
returns on a standalone basis.

The Company and Lombard International US Holdings, Inc. are parties to a tax-sharing agreement.
Pursuant to the terms of the agreement, the Company will be reimbursed for net operating losses
generated by the Company and utilized in the consolidated federal tax return.

As required, the Company assesses the need to recognize a liability related to uncertain tax positions.
As of December 31, 2016, the Company has not identified any significant uncertain tax positions. If
interest or penalty is determined to be necessary, these amounts would be recognized with the
income tax provision.

Revenue Recognition

Variable product concession income is recorded when commissions are incurred by the affiliated life
insurers. The affiliated life insurers recognize commissions based on contractual rates applied to
variable product separate account values. The affiliated life insurers may also incur distribution
expenses, which are reported as commissions, and are incurred when premiums are collected based
on contractual terms of compensation. Administrative fees are earned and recorded as administrative
services are provided to the affiliated entities. Origination fees are earned and recorded when policies
are sold by registered representative of the Company in accordance with the insurance intermediary

7
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(h)

LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

agreement with LIA. Retention fees are earned and recorded on annual policy anniversary dates for
policies issued under the insurance intermediary agreement with LIA.

New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09, Revenue
from Contracts with Customers, creating a new, principle-based revenue recognition framework.
ASU 2014-09 creates Topic 606 in the FASB Accounting Standards Codification (ASC). In addition
to superseding and replacing nearly all existing U.S. GAAP revenue recognition guidance, including
industry-specific guidance, ASC 606 establishes a new control-based revenue recognition model,
changes the basis for deciding when revenue is recognized over time or at a point in time, provides
new and more detailed guidance on specific topics and expands and improves disclosures about
revenue. In addition, ASU 2014-09 adds a new subtopic to the Codification, ASC 340-0, Other
Assets and Deferred Costs: Contracts with Customers, to provide guidance on costs related to
obtaining a contract with a customer and costs incurred in fulfilling a contract with a customer that
are not in the scope of another ASC Topic. The guidance in ASU 2014-09 is effective for public
entities for annual reporting periods beginning after December 15, 2016, and interim periods within
that reporting period. Early application is not permitted. The Company is still evaluating the effects
of the standard on its financial statements and related disclosures.

On August 27, 2014, the FASB issued ASU 2014-15, Disclosure of Uncertainties about an Entity’s
Ability to Continue as a Going Concern, which requires management to assess a company’s ability
to continue as a going concern and to provide related footnote disclosures in certain circumstances.
ASU 2014-15 applies to all companies and is effective for the annual period ending after December
15, 2016, and all annual and interim periods thereafter. Adoption of ASU 2014-15 did not have an
effect on the Company’s financial statements.

On February 25, 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which requires balance
sheet recognition of lease assets and lease liabilities by lessees. ASU 2016-02 applies to all
companies and is effective for fiscal years beginning after December 15, 2018, including interim
periods within those fiscal years. The Company is still evaluating the effects of the standard on its
financial statements and related disclosures.

Estimates

The preparation of financial statements in conformity with GAAP 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
revenues and expenses during the reporting period. Actual results could differ from those estimates.
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LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

Transactions With Affiliates

Effective July 1, 2012, the Company entered into an operational agreement with LILAC and LIAS. Under
the terms of the agreement, the Company agreed to reimburse LILAC and LIAS at cost for services and
facilities provided by LILAC and LIAS to the Company. Additionally, the Company will reimburse
LILAC and LIAS for any direct expenses incurred by the Company but paid by LILAC and LIAS. Under
the terms of the agreement, LILAC and LIAS will pay an administrative fee to the Company as
compensation for services provided by the Company to LILAC and LIAS. The agreement has been
amended annually for changes in costs of services and facilities provided as well as administrative fees
charged. During 2016, the Company reimbursed LILAC and LIAS for services and facilities costs of
$296,660 and $182,916, respectively. During 2016, the Company received administrative fees from
LILAC and LIAS of $462,348 and $245,568, respectively.

During 2016, the Company received administrative fees from LIA of $1,170,000 and origination fees of
$5,000.

The Company reported a payable to affiliates of $17,213 at December 31, 2016.

Amounts reported in the Statement of Financial Condition related to transactions and agreements with
affiliates may not be the same as those incurred if the Company was not a wholly-owned subsidiary of its
parent. Receivables and payables with affiliates are settled in cash on a regular basis.

Regulatory Matters

Net Capital Requirement

The Company is a limited securities broker/dealer with FINRA and is subject to the SEC Uniform Net
Capital Rule (Rule 15¢3-1.) Rule 15¢3-1 requires maintenance of minimum net capital. Because the
Company holds no customer accounts, the rule requires the Company to maintain net capital of no less
than $5,000. As of December 31, 2016, the Company had net capital, as defined, of $319,265.

Exemption from Reserve Requirements

Under SEC Rule 15¢3-3(k)(1)(i), the Company is exempt from a requirement to maintain reserves for the
exclusive benefit of its customers. As of and for the year ended December 31, 2016, the Company was in
compliance with the conditions of this exemption.



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

(5) Income Taxes
The income tax expense for 2016 was as follows:

Federal income tax expense:

Current $ 118,110
Deferred 732
Federal income tax expense 118,842

State income tax expense:

Current 23,559

Deferred (271 34)
State income tax expense 21,425
Total income tax expense $ 140,267

A reconciliation of the effective tax rate differences was as follows:

Federal tax rate times pretax income $ 120,271
Effect of:
State income tax 13,926
Other items 6,070
Income tax expense $ 140,267
Effective tax rate 40.82%

The effective tax rate is the ratio of tax expense over pretax income. Other items include permanent
adjustments.

The income tax asset was as follows at December 31, 2016:

Federal income tax asset (liability):

Current $ (118,110)

Deferred 11,711
Federal income tax asset (liability) (106,399)
State income tax asset (liability):

Current (23,559)

Deferred 2,134
State income tax asset (liability) (21,425)
Total current income tax asset (liability) (141,669)
Total deferred income tax asset (liability) 13,845

10
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LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

Significant components of the deferred tax assets and liabilities at December 31, 2016 were as
follows:

Deferred tax assets

Compensated absences $ 9,226
Deferred rent 4,841
Depreciation 525
Total deferred tax assets 14,592
Deferred tax liabilities

Other (747)
Total deferred tax liabilities (747)
Net deferred tax asset $ 13,845

Current federal and current state income taxes payable are included in Income Taxes Payable on
the Consolidated Statements of Financial Condition.

The Company is required to establish a valuation allowance for any gross deferred tax assets that are
unlikely to reduce taxes payable in future years’ tax returns. At December 31, 2016, the Company
concluded that it was more likely than not that its gross deferred tax assets will reduce taxes payable in
future years; therefore, no valuation allowance was necessary.

LIDC is subject to examination by U.S. federal, state, local and non-U.S. income authorities. We are
currently not under examination by the Internal Revenue Service, however tax years 2013 and forward
remain open. .

There are no uncertain tax positions related to the Company in the current year.

Leasehold Improvements

Cost and accumulated amortization of leasehold improvements as of December 31, 2016 are as follows:

Cost $22,733
Accumulated amortization (1.573)
$21.160

Amortization expense was $1,573 for 2016.

11
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LOMBARD INTERNATIONAL DISTRIBUTION COMPANY
Notes to Financial Statements

December 31, 2016

Leases

The Company entered into a sublease agreement for a home office property for the period August 1, 2016
to December 31, 2020. The Company also leases equipment under various noncancellable operating lease
agreements.

Rent expense was $122,958 for 2016.

The Company’s future minimum rental payments required over the next five years under the sublease and
the noncancellable operating leases are as follows:

2017 $141,568
2018 145,238
2019 144,110
2020 141,132
2021 4,348
Thereafter -

$576,396

The sub-landlord has announced its intention to abandon the primary lease. As a result, the Company has
commenced discussions with the landlord to negotiate a primary lease with similar terms and conditions.

Commitments and Contingencies

The Company is involved in various legal proceedings, litigation, and threatened litigation arising in the
ordinary course of business. In the opinion of management, based on current information, future
developments involving the ultimate disposition of threatened litigation will not have a material effect on
the financial position of the Company.

Subsequent Events

The Company has evaluated subsequent events through the date the financial statements were issued.

12
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LOMBARD INTERNATIONAL DISTRIBUTION COMPANY

Schedule 1

Computation of Net Capital and Aggregate
Indebtedness under Rule 15¢3-1 of the
Securities Exchange Act of 1934

December 31, 2016

Computation of net capital:
Total stockholder’s equity from statement of financial condition $ 426,665
Deduct stockholder’s equity not allowable for net capital -

Total stockholder’s equity qualified for net capital 426,665

Add:
Liabilities subordinated to claims of general creditors allowable in computation
of capital -
Other (deductions) or allowable credits -

Total capital and allowable subordinated liabilities 426,665

Deductions and/or charges:
Nonallowable assets:

Leasehold improvements 21,160
Prepaid expenses 72,395
Deferred income taxes 13,845
Total deductions and/or charges 107,400
Net capital before haircuts on securities 319,265

Haircuts on securities (pursuant to Rule 15¢3-1(f)) -

Net capital $ 319,265

Aggregate indebtedness:
Items included in statement of financial condition:

Accounts payable and accrued expenses $ 80,006
Income taxes payable 141,669
Payable to affiliates 17,213
Items not included in statement of financial condition -
Total aggregate indebtedness $ 238,888
Computation of basic net capital requirement:
Minimum net capital required (based upon aggregate indebtedness) $ 15,926
Minimum dollar requirement 5,000
Net capital requirement 15,926
Excess net capital 303,339
Ratio aggregate indebtedness to net capital 74.82%

Reconciliation with Company’s Computation of Net Capital
on Form X-17A-5 as of December 31, 2016

There are no differences between this computation of net capital pursuant to Rule 15¢3-1 and
the corresponding computation prepared and included in the Company’s unaudited Part II FOCUS Report
filing as of the same date.

13



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY

Schedule 2

Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3 of the
Securities Exchange Act of 1934

December 31, 2016

The Company claims an exemption from Rule 15¢3-3 under Section (k) (1).

14



LOMBARD INTERNATIONAL DISTRIBUTION COMPANY

Schedule 3

Information Relating to Possession or Control Requirements
under Rule 15¢3-3 of the
Securities Exchange Act of 1934

December 31, 2016

The Company claims an exemption from Rule 15¢3-3 under Section (k) (1).

15



Ernst & Young LLP ' Tel: +1 215 448 5000
One Commerce Square Fax: +1 215 448 4069
Suite 700

o 2005 Market Street
Building a better : :
orking world Philadelphia, PA 19103

“Report of Independent Registered Public Accounting Firm

The Board of Directors and Management of
Lombard International Distribution Company

We have reviewed management's statements, included in the accompanying Lombard International
Distribution Company’s Exemption Report, in which (1) Lombard International Distribution Company (the
Company) identified the following provision of 17 C.F.R. § 15¢3-3(k) under which the Company claimed
an exemption from 17 C.F.R. § 240.15¢3-3:(k)(1) (the "exemption provision") and (2) the Company stated
that it met the identified exemption provision throughout the most recent fiscal year ended December 31,
2016 without exception. Management is responsible for compliance with the exemption provision 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 the Company’s compliance with the exemption provisions. A review is substantially
less in scope than 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 not aware of 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)(1) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, FINRA, other regulatory agencies that rely on Rule 17a-5 under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers, and other recipients specified by Rule 17a-
5(d)(6) and is not intended to be and should not be used by anyone other than these specified parties.

5W?M¢UP

February 27, 2017

A member firm of Ernst & Young Global Limited



Lombard International Distribution Company’s Exemption Report

Lombard International Distribution Company (the “Company™) is a registered broker-dealer
subject to Rule 17a-5 promulgated by the Securities and Exchange Commission (17 C.F.R.
§240.17a-5, “Reports to be made by certain brokers and dealers”). This Exemption Report was
prepared as required by 17 C.F.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge and
belief, the Company states the following:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under 17 C.F.R. §
240.15¢3-3(k)(1).

(2) The Company met the identified exemption provisions in 17 CF.R. § 240.15¢3-3(k)
throughout the period January 1, 2016 to December 31, 2016 without exception.

I, Todd R. Miller, affirm that, to my best knowledge and belief, this Exemption Report is true
and correct.

Lombard International Distribution Company

ol 1l

Todd R. Miller
Vice President, Controller, Chief Financial Officer and Treasurer

February 27,2017



