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OATH OR AFFIRMATION

.

I, Phelps S§. McIlvaine , , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Saturna Brokerage Services, Inc.

, 2s
of June 30 ,2003 , are true and correct, [ 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:

SN
-
e f—
Signature
i Sy,
Title

Notary Public

This report ** contains (check all applicable boxes):
& (a) Facing Page.
& (b) Statement of Financial Condition.
% (c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
§1 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
00 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
& (g) Computation of Net Capital.
&I (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.
bJ () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
&
il
-
O

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(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).




TAITWELLER & BAKER

Certified Public Accountanis

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Saturna Brokerage Corporation, Inc.

We have audited the accompanying statement of financial condition of Saturna Brokerage Corporation,
Inc. as of June 30, 2003, and the related statements of operations, changes in ownership equity, and cash
flows for the year then ended. 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 auditing standards generally accepted in the United States of
America. 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 Saturmna Brokerage Corporation, Inc. as of June 30, 2003, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements, taken as
a whole. The information contained in pages 8, 9, and 10 is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

= .

/ e %/ %
Philadelphia, Pennsylvania
July 31, 2003




ATy LLER& \KER

Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors
Saturna Brokerage Corpeoration, Inc.

In planning and performing our audit of the financial statements of Saturna Brokerage Corporation, Inc.
for the year ended June 30, 2003, we considered its intemal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control.

We also made a study of the practices and procedures followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and the procedures for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13, or in
complying with the requirements for prompt payment for securities under Section 8 of Regulation T of
the Board of Govemnors of the Federal Reserve System, because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls of
the practices and procedures referred to in the preceding paragraph, and to assess whether those practices
and procedures can be expected to achieve the Commission’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.




Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control elements does not reduce to a relatively low level the risk that errors or irregularities in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including procedures for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at June 30, 2003, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, and

other regulatory agencies, which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and
should not be used for any other purpose.

m Uibhsfds

Philadelphia, Pennsylvania
July 31, 2003
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SATURNA BROKERAGE CORPORATION, INC

(A wholly owned subsidiary of
Saturna Capital Corporation)

FINANCIAL STATEMENTS
June 30, 2003 and 2002



- SATURNA BROFERAGE "I,

TCES, TNC.

» (Arwholly own.ec subsidiary of & .urna Capical Corporation)

STATEMENT TF FIIANCTLL CCL DITION

Assels

Cash and cash equivalents:
- Demand deposits

investment in money market furds
investment in &ffiliated mutual funds
investment in common stock ‘
Receivable from affiliate (12b-1 plan)
Receivable from brokers
Other assets

Totak ’a‘ssets

Liabilities and Stockholder's Equity

Accrued expenses

Stockholider's equity:
Common stock, $10 par value, 5,000 shares
authorized, issued and outstanding '
Additional paid-in capita!
Retained earnings

Total liabilities and stockholder’s equity

June 30,
2003 2002
$12,727 $24,951
50,066 £0,026
361,426 384,585
2,415 3,300
9,129 4,238
6,322 @ -
1,000 856
$443,155 $467.956
$7.185 - $9.875
50,000 50,000
69,718 69,716
-316.254 338.335
435,970 458,081
$443,155 $467.956

Tha accompanyiny wids are gy iWteg al purt of these financial statémanis.
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SATURNA BIMWKERAGE SERVICES, [HNC.

A wbolly owneé subsidia ~v of Seturna Capﬂ‘.@» Corporation)

O BPLTEMPNT OF OPETATIONS

Year Ended June 30,
2003 2602
Revenues:
Brokerage commission income, : :
~ affiliated mutual funds $25,516 - $16,647
Brokerage commission income, other accounts - 82,687 100,268
Fund distribution fee, 12b-1 plan - 8§3.065 . 58,395
Dividend & interest income on investments 18,111 16,686
Other income ‘ B 18,204 -~ 21,228
S 230,563 212,224
Expenses:
Clearing & trading firm charges . 75,007 73,410
Fund distribution expenses, 12b-1 69,542 53,652
Market information services 46,641 43,115
Registration and filing fees 20,547 20,392
Occupancy : , _ 13,878 15,998
Brokerage marketing expenses ' ' 5,639 15,016
Communications 6,113 7,398
Other operating expenses 20,222 8722
257,589 237,703
Net operating income (loss) S . (27.026) . (24,479)
Income taxes T R ¢ 0
Net cperating income (loss) after taxes (27,026) 24 473)
Othar Income and Expenses
Unrealized gain(loss) on investments ’ 4915 (8.273)
Net income {loss) $(22.111)  $(33.752)

The accom.panying nofes are an togral part of thesg financial statemrerts.
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SATURNA BROKED ¢.GE &ZVICES, INZ.
LA wholy owned subsidiary of Saturna Capital Corporation)

STATEMENT CF CHANGES .
For tie Years Ended <. € 30, 2003 and 2002

Balance,
June 30,
Net ioss
Baiance,
June 30,
Net loss

Balance,
June 30,

Capital Stock

. Mumber of
shares Amount
2001 5,000 $50,000
2002 ' 5,000 $£50,000
2003 5,000 $50,000

PO CKHAQLDER’S EQUITY

Additicnal
paid-in
capital

$69,716

$69,716

$69.716

Total
Retained stockholder’s
earnings equity
$372,117 $491,833
{33,752) (33,752)
$338,365 $458,081
22111 22.111
$316.254 $435,970

The accompanying notes are an inlegral part of these financial statements.
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SATUERNA BROFER/GE SERVICESY [INE,
(A wholly owned subsidiary of Saturna Casital Corporation)

STaTFREDN JFLCASHTFLT™

R NV

[

Cash flows from operating activities:
Net income (loss)

Dividends reinvested

Adjustments to reconcile net income (loss) to net cash

provided by (used in) operating activities-
(Increase) decrease in commissions receivable
(Increase) decrease in other assets
(Increase; in fund distribution fee receivabie
(Decrease) increase in accrued expenses
Net cash (used in) operating activities

Cash flows from financing activities
Sale of investments

Decrease in cash
Cash and equivalents at beginning of year

Cash and equivalents at end of year

IS”I:",“T s

¥

Year Ended June 30,

2003 2002
(322,111)  ($33,752)
(16,111)  (17,284)
(6,322) 8,168
(144) (73)
(4,891} (4,238)
(2.690) 979
(52,268)  (46,200)
40085 e
(12,184)  (46,200)
74977 121177
$62,793  $74.977

The accompanying notes are an integral part of these financial statements.
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CSATUR] A BROKERAGE SERV.LES, INC.
o (4 ."’A_h..‘ily owaed subsidiary of Saturna Capital C@rp@mtmn)

NOTES TO FINANCIAT, STATE JENTS, .
Jume 3@9 2@@3 ﬁﬂﬁ”@iﬁZ@UZ PSS L

Seg el ey ]

Note 7 - SUIMIGIARY OF SHGM]FJ@ANT%AF@@JN?N\@ P@LHCHES
QJ . P "?Q

©Fg@mﬁzeﬁﬂ©m R KR T AU P B .
Saturna Brokerage Serwces lnc (SBS) formerly ﬁnvestors Natlonaﬂ Corporatlon ‘was -
organized,under the, Iaws of the state of Washmgton on September 2, 1986 as a
broker/deaier ‘ The company is- a whoﬂly owned subSIdlary of Saturna Capltaﬂ Corporatlon
(Saturna). : ,

Basis of presentation
The accompanying financisi Siatemznts have, béen. prepafdd ch the adcrual“das’s of
accounting. , ‘

i Aty

_ﬂmveeﬁmem in affiliated mital fumﬂe o
SBS holds an investment in four aﬁlhated mutual funds consustlng of short-term taxable

bonds, ﬂong -term taxable bonds and equmes The mvestments are carried at market vaiue.
v ! R R A N SRR PR

Cash am’l @aeh equeﬂeme EESEERC SR

For purposes of the statements of financial condmon and cash ﬂows SBS considers all short-

term mvestments wuth an original matunty of three momhs or less to be cash equiva ents

EERTIA R

Inedihe taxes T S

SBS will file a consohdated mcome tax return wuth Satuma For ﬂnancuan statement purposes,

income tax expense is calculated as if SBS fi ﬂed a separate return,

SBS accounts for income taxes on an asset and |ab|hty approach whlch requures the

recognition of deferred tax liabiiities and assets for the expected future tax consequences of

temporary. dlfferences between the carrying amounts and tax bases of other assets and

liabilities.

Advertising costs
SBS currently expenses advertising and marketing costs when incurred.

Amana 12b-{ Distribution

SBS, as underwriter for the Amana funds and at no profit to itself, is authorized to spend up
to 0.25% of Amana’s daily net assets annually for various marketing and distribution
expenses. For the period from September 1, 2001 through June 30, 2002, SBS was paid
$58,395 by Amana Mutual Funds Trust, and made $53,651 in payments for Amana’s
distribution. For the year from July 1, 2002 through June 30, 2003, SBS was paid $88,065
by Amana Mutual Funds Trust, and made $69,542 in payments for Amana’s distribution.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and

Page 6
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assumptions that offect the, repor{e::! -amounis cf assets and Habiliteg-and disclosure of
contingent assets and nablﬁtrek at the date the financial statements and 'the reported
amourts of revenues and sipenses duringsthz reportng period.” Actual resdl its loule differ
from those estimates.

: 7
Fair value o Erassiai st e u

The carrying amount of cash, investments, receivables and accrued expenses approximate
fair value.

Note 2 - NET CAPITAL Ri ,@UHPEﬁ E! V”“‘

SBS is subject to the Securities and Exchange Commission uniform net capita' riile {R0le
15¢3-1), which requires the maintenance of minimum net capital, so that the ratio of
aggregate indebtedness to net capital, both as defined, shali not exceed 15 0 1. At June
30, 2003 and 2002, SBS’s net capital of $398,437 and $415,627 was $298,437 aind
$315,627 in excess of its required net capital, respectively. The ratio of SBS’s aggregate
indebtedness to net capital was .018 to 1 and .024 to 1 at June 30, 2003 and 2002,
respectively.

Note 3 - TRANSACTIONT WiT AFFILI- TED PERSONS

SBS is a wholly owned subsidiary of Saturna. Due to his common stock ownership, the
president of Saturna is deemed to be Saturna’s controlling person. The nresident of Saturna
is also president of SBS, and is president, a trusice anu a sharehoider ol voth Amana Muwal
Funds Trust and Saturna Investment Trust (the Trusts).

Amo>ng other customers, SBS provides brokerage execution services to the Trusts. For the
years ended June 30, 2003 and 2002, SBS received $25,515 and $18.647, respactively, ir
gross commissions from these affiliated Trusts.

SBS shares its principal executive offices with Saturna, and all empicyees of SBS are
employees of Saturna. For the year ended June 30, 2002, Saturna waived management
fees for services provided by Saturna personnel on behalf of SBS.

Note 4 - PROVISION FOR INCOME TAXES

No deferred tax assets or liabilities were recorded at June 30, 2003 and 2002 as there wer
no temporary differences between the carrying amounts and tax bases of other assets and
liabilities.




SATUFNA BROKERSGE SERVICES, INC,

(A v/holly:cwned subsidizry of Saterng Capital Corporation)

,Ihbaﬁ‘é Y

LR AN VO A R B L

CaRe M LD T

‘Cecheduie |

CCMPUTATION qﬁﬁ’ NE'[F CAPITAL AHHMﬂ@' RULE 15¢3-1 of
THE SECURITIES AND EXCHANGE COMMISSION

* As of June 34, 2@@3

Net capital | = e

Total stockholder's equity '
Less - Stockhclder's equity not allowabie for net capital
Total stockholder’s equity qualified for net capital

Add:
ab:ﬂmes subordinated to claims of general creditors
“"allowabie in computations of net capital
Oﬁher deductions or allowable credits
Total capitai and allowable supordinated liabilities

Deductions and/or charges:
Nonallowable assets o
Secured demand note déficiency '
Commodity futures contracts and spot commodities
Other deductions and/or charges
Other additions and/or allowabie credits

Net capital before haircuts on securities positions

(Continued on next page)
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$435,970

‘O

$435,970




SATUFRNA BROKEEAGE SERVICES, 1ac.
(A wholly owned subsidiz=y of Satur=za Canitzl Corporation)
' Schedule | {continued)
COMPUTATION of NET CAPITAL under RULZE i5¢3-1 of
THE SECURITIES AND EXCHANGE COM#ISSTON
' core cAs of Fand 30, 2603 S A

Haircuts on securities (computed, where applicabie,
pursuant to Rule 15¢3-1(f)}:

Contractual securities commitments 0
Subordinated securities borrowings 0
Trading and investment securities:
Exempted securities 0
Debt securities 0
Options 0
Other securities
Undue concentrations 0
Other . _ 36.661
Net capital $398,437
Aggregate indebtedness
Total aggregate indebtedness liabilities iirom
statement of financia! condition $7,184
Add:
Drafts from immediate credit 0
Market value of securities borrowed for which no
equivalent value is paid or credited 0]
Other unrecorded amounts 0]
Total aggregate indebtedness $ 7184
Computation of basic net capital requireinent
Minimum net capital required $100,000
Excess net capital 298,437
Ratio: Aggregate indebtedness to net capital 0.0180 to 1

Reconciliation with Investor National's computation

A difference of $0 exists between the computation of net capital, per this report,
and that filed by the Company in its unaudited FOCUS Il report as of June 30,
2003 (the excess net capital was reported as $298,437 per the FOCUS li report
as of June 30, 2003).




SATURNA BROKERAGE SERVICES, INC.
(A wholly owned subsidiary of Saturna Capital Corporation)

Scheduie il

COMPUTATION for DETERMINATION of RESERVE
REQUIREMENTS
for BROKERS AND DEALERS PURSUANT te RULE 15¢3-3 of
THE SECURITIES AND EXCHANGE COMMISSION

June 30, 2063

SBS is exempt from Rule 15¢3-3 of the Securities and Exchange Commission %
under exemptive provision (K)(2)(i), because all customer transactions are
cleared through other broker-dealers on a fully disclosed basis. .
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