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\“ﬁ - “ e
REPORT FOR THE PERIOD BEGINNING 7/01/02 AND ENDING 6/30/03
MM /DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: '
Aquila Distributors, Inc. OFFICIAL USE ONLY
FIRM 1D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do pot use P.O. Box No.)
380 Madison Avenue, Suite 2300
fNo. and Sueet)
New York NY 10017 .
{Cuy} (Stare) (Lp Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Robert Anderson (212) 697-6666

(Area Code — Teiephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opiruon 15 contained in this Report®

Linder & Linder

MName — / incrvidua., Slaie ws. fus:. muddie nomes
8 Chatpmam Place Dix Hills : NY 11746
(Adaressi (Carne (State) Zip Code)
CHECK ONE:

x Cerufied Public Accountant R@CESSED

— Public Accouniant '

— Accounuant not resident 1n Uruted States or any of its possessions. ) SEP 10 2003

FOR OFFICIAL USE ONLY THOMSON

rRANCIE <)
*Claims for exemption from the requirement thai the annual report be covered by the opinion of an independent public accountant
rmust be supported by a statement of facts and arcumsicnces reited on as the basis for the exemption. See section 240.170-5{e)(2);




OATH OR AFFIRMATION

1, Robert Anderson __, swear (or affirm) that, to the
best of my knowledge and belief the accompanying finandal statement and supporting schedules pertaining to the firm of
Aquila Distributors, Inc. | | , as of
June 30, , X 2 00,3 true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary inierest in any account classified soley as that of
a customer, except as follows;

Subscribed to and sworn to before me : WZ

thisM.day of zoo_j

Sigranor
Robert Anderson
Senior Vice PBresident

/ T
~ - PAMELA C. RO
/ M/ ( Notary Public - gya1 ¥

owary < e of N
N Publs No. 01 HOGOBQOZBGW York

Qualified in Ne
W York Coun
- My Commission Expires March 1?ty2007

This report*® contains (check all applicable boxes):

X (a) Facing page. :

X (b) Statemen! of Finanaal Condition.

X () Statement of Income (Loss).

X (d) Statement of Khéxgexin Kinasgay 06pdpon Casw FLowd

X } Staternent of Changes in Stockholders” Equity or Pariners’ or Sole Proprietor’s Capital. )

X (D Swatement of Changes in Liabibues Subordinated to Clams of Creditors.

X (g) Computation of Net Capital

X (h) Compuiaten for Detenmunsuon of Reserve Requwrements Pursuant to Rule 15¢3-3.

X (i) Informauon Relaung to thie Posseswon or conirol Requirements Under Rule 15¢3-3.

— () A Reconaihauon, including appropnate explanauon. of the Computaton of Net Capital Under Rule 15¢3-1 and the
Computauon for Determunation of tne Resene Requirements Under Exhibit A of Rule 15¢3-3.

— (k) A Recenciliztion between the audited and unzn.d.xrc Statements of Finanaal Condition with respect to methods of con-
solidation.

X (I An Qath or Affirmaton.

Z {m)YA copv.of the SIPC Suppiemental Repown

X (n) Arepon deschibing any matenal inadequac= found 10 exust or found 1o have existed since the date of the previous audit.

**For condiiens of confidentiul trearmen: of certair porions of ths fiiing, see section 240.17a-5(e)(3).
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AQUITA DISTRIBUTORS, INC.
'STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2003
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The Company’s Statement of Financial Condition as of June 30,
2001 is available for examination at the office of the Company

and at. the Regional Office of the Securities and Exchange
Commisision,
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LINDER,& LINDER R Certifizd Public Accountants

8 Chatham Place, Dix Hills, NY 11746 (631) 462-1213 Fax (631) 462-8319

Thomas Linder
Gall Linder

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
and Stockholders
Aquila Distributors, Inc.

We have audited the accompanying statement of financial condition
of Agquila Distributors, Inc. as of June 30, 2003 that you are
filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934, This financial statement is the responsibility of the
Company’s management. Our responsibility is to express an opinion
on this financial statement.

We conducted our audit in accordance with auditing standards
generzlly accepted in the United States of America. Those
standerds require that we plan and perform the audit to obtain
reasorable assurance about whether the financial statement is free
of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statement. An audit also includes assessing the
accourting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presertation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statement referred to above presents
fairly, in all material respects, the financial position of Aquila
Distributors, Inc. as of JJune 30, 2003, in conformity with

accourting principles generally accepted in the United States of
America.

Linder & Linder

Dix Hills, New York
August 13, 2003
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AQUILA DISTRIBUTORS, INC.
STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2003

ASSRETS

Current Assets
Cassh and cash equivalents $ 223,910
Commissions receivable 102,364
Due from funds 379,031
Prepaid expenses 10,057
Other assets 2,700
Total Current Assets - 718,062
Other assets : 750
Total Assets $ 718,812

LIABILITIES AND STOCKHOLDERS’ EQUITY

Currert Liabilities
Conmissions payable . $ 18,054
Accrued expenses 111,690
Income taxes payable

27,600

Total Current Liabilities

157,344

Subordinated borrowings

50,000

Stockholders’ Equity
Common stock, no par value,
200 shares authorized, 100 shares

issued and outstanding 7,000
Additional paid-in-capital , 193,000
Retained earnings ‘ 311,468

Total Stockhplders’ Equity

511,468

Total Liabilities and :
Stockholders’ Equity S 718,812

See accompanying auditors’ report and notes to financial statements.
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AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2003

Note 1. - Summary of Significant Accounting Policies
{rganization

lgquila Distributors, Inc., (the "Company"), is a registered
broker and dealer in securities under the Securities Exchange
tct of 1934. The Company acts as the exclusive distributor of
shares in municipal bond funds, equity funds, and money market
rnutual funds for which affiliates, Aquila Management
(lorporation, ("Aquila Management"), serves as manager and
edministrator and, upon occasion, with certain funds, as
investment advisor and S''CM Management Company, Inc., ("STCM")
ssierves as 1investment advisor for one of the funds. The
Company, Agquila Management and STCM are under common control
end certain officers and directors of the Company are also
cofficers, trustees and stockholders of the above mentioned
effiliates and the affiliated mutual funds.

Commission Income

The Company, as the exclusive distributor, receives commission
income from the sale of affiliated mutual fund shares
including sponsor fees and broker commissions form trades
processed by the Company. Both sponsor fees and commissions
are based upon a percentage of the sales price of the shares
sold, which percentage varies with the amount of the purchase.
Income is recognized on the trade date basis, which is the
date of sale of the mutual fund shares.

For the year ended June 30, 2003, all commission income earned
by the Company was from the sale of shares of the affiliated
funds.

Clearance of Mutual Funcl Shares

The Company is a member of Fund/Serv, a facility offered to
registered broker/dealers for the clearance of purchases and
redemptions of mutual fund shares by member financial
institutions.
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AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

Note | - Summary of Significant Accounting Policies - (Continued)

(learance of Mutual Fund Shares (Continued)

iffective July 1992, pursuant to arrangements with its bank
and the affiliated mutual funds, the Company does not hold
icash or securities from Fund/Serv nor does it owe money or
securities to the affiliated mutual funds for the liabilities
associated with such funds or securities. All fund
ishareholder records are maintained by PFPC, Inc., as
shareholder servicing agent for the affiliated mutual funds.

Income Taxes

Deferred income tax assets and liabilities are computed
annually for differences between the financial statement and
tax bases of assets and liabilities that will result in
taxable or deductible amounts in the future based on enacted
tax laws and rates applicable to the periods in which the
differences are expected to affect taxable income. Valuation
allowances are established when necessary to reduce deferred
tax assets to the amouni: expected to be realized. Income tax
axpense is the tax payable or refundable for the period plus
or minus the change during the period in deferred tax assets
and liabilities.

Zash Equivalents
For purposes of the staltement of cash flows, cash equivalents

include highly 1liquid debt instruments with original
maturities of three months or less.

Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management
to make estimates and assumptions that affect certain reported

amounts and disclosuresi. Accordingly, actual results could
differ from those estimates.
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AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

Note 2 - Related Party Transactions

As discussed in Note 1, Aquila Management serves as the
inanager and administrator and in some instances, advisor to
-he wvarious funds for which the Company serves as the
2xclusive distributor. In connection with its services to the
Funds, the Company is provided with office space and certain
nther services by Aquila Management. Costs for various shared
3ervices are reimbursed to Aquila Management.

At June 30, 2003, intercompany balances are: cash equivalents
5145,580, commissions receivable $102,364, due from funds

3379,031. In addition, the Company has outstanding
subordinated borrowings, as defined, from a stockholder and
Aquila Management in the aggregate of $50,000. The

subordinated borrowings bear interest at 6% per annum and
mature in September 2004 and October 2003, respectively.

Note 3 - Net Capital Requirements

The Company is subject to the net capital requirements of rule
15c3-1 of the Securities and Exchange Commission, which
requires a broker-dealer to have at all times sufficient
liguid assets to cover current indebtedness. In accordance
with the rule, the Company is required to maintain minimum net
capital of $25,000 or 1/15 of aggregate indebtedness.

At June 30, 2003, the Company had net capital, as defined, of
$102,310 which exceedecl the required minimum net capital by
$77,310. Aggregate indebtedness at June 30, 2003 totalled
$157,344 and the ratio of aggregate indebtedness to net
capital was 1.54 to 1.




