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' OATH OR AFFIRMATION

Daniel C. Cataldo

1, ~ , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Eaton Vance: Dlstrlbutors , Inc. as of
_October 31 192001, are true and correct I further swear (or aff'xnn) that neither the company

DOT any partner, propnetor, principal officer or director has any propnetary interest in any account classnﬁcd soley as that of
a custonier, except as follows:

A@m/@ W

Slgnam:e

Treasurer

S R Title
; Notary Pubkc ,

“ Cynthia M. Beckhusen
NOTARY PUBLIC

commission g ires M
Thxs report** coxgtamgrpheck all apphcable boxes):

(2) Facing page.
- (b) Statement of Financial Condmon
(c) Statement of Income (Loss). ‘
. (d) Statement of Changes in Financial Condmon
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole’ Propnctor s Capltal
() Statement of Changes in Liabilities Subordinated to Clmms of Crednors
(g) Computation of Net Capital :
(h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Rr.quxrcments 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 con-
"~ solidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to cxxst or found to have ensted since the date of the previous audit.

UDBR O CO0OBORBOBEMEZ

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Deloitte & Touche LLP
200 Berkeley Street
Boston, Massachusetts 02116-5022

Tel: (617) 437-2000
Fax:(617) 437-2111
www.us.deloitte.com

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholder of
Eaton Vance Distributors, Inc.

We have audited the following financial statements of Eaton Vance Distributors, Inc. (the
“Company”) (a wholly owned subsidiary of Eaton Vance Management) for the year ended
October 31, 2001, that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934:

Statement of Financial Condition

Statement of Income

Statement of Changes in Stockholder’s Equity
Statement of Cash Flows
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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, such financial statements present fairly, in all material respects, the financial
position of the Company at October 31, 2001, 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 described in Note i, the financial statements include significant transactions with Eaton Vance
Management and are not necessarily indicative of the conditions that would have existed or the
resuits of operations if the Company had been operated as an unaffiliated company.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The following supplemental schedule of the Eaton Vance Distributors, Inc as
of October 31, 2001, is presented for the purpose of additional anaiysis and is not a required part
of the basic financial statements, but is supplementary information required by Rule 17a-5 under
the Securities Exchange Act of 1934:

Deloitte
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Computation of Net Capital for Brokers and Dealers
Pursuant to Rule 15¢3-1 under the Securities
Exchange Act of 1934 11

This schedule is the responsibility of the Company’s management. Such schedule has been
subjected to the auditing procedures applied in our audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects when considered in relation to the basic
financial statements taken as a whole.

Dloitte @ Jpmehs LLE

November 21, 2001
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EATON VANCE DISTRIBUTORS, INC.

STATEMENT OF FINANCIAL CONDITION
October 31, 2001
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ASSETS

Cash

Investments at market value

Accounts receivable from sales of mutual fund shares
Accounts receivable from affiliates, net

Refundable income taxes

Other receivables

Deferred income taxes

Deferred sales commissions

Prepaid expenses

TOTAL

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accounts payable for mutual fund shares sold
Accounts payable and accrued liabilities
Deferred service fee

Total liabilities

STOCKHOLDER'S EQUITY:
Common stock, $1 par value; 200,000 authorized;
20,000 shares issued and outstanding
Paid-in capital
Deferred compensation
Retained earnings

Total stockholder's equity
TOTAL

See notes to financial statements.

§ 18,662,662
39,586,431
890,723
7,653,085
332,048
8,757,021
7,651
266,736,351
93,682

$342,719,654

$ 831,675
12,478,588
266,736,351

280,046,614

20,000

52,730,000
(200,011)

10,123,051

62,673,040

$342,719,654
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EATON VANCE DISTRIBUTORS, INC.

STATEMENT OF INCOME
Year Ended October 31, 2001

REVENUE:
Sales commissions and distribution fees
Contingent deferred sales charges
Service fees
Interest and other

Total revenue

EXPENSES:
Amortization of deferred sales commissions
Service fee expense
Other operating expenses
Deferred service fee expense, net
Employee compensation and benefits
Sales commission expense

Total expenses
INCOME BEFORE INCOME TAXES
PROVISION FOR INCOME TAXES:
Current

Deferred

Total provision for income taxes

NET INCOME

See notes to financial statements.

$ 141,644,916
7,883,884
82,867,897
3,296,229

235,692,926

74,344,220
67,909,882
31,071,965
21,729,149
33,134,661

5,377,557

233,567,434

2,125,492

1,156,777
36,257

1,193,034

$ 932,458




EATON VANCE DISTRIBUTORS, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
Year ended October 31, 2001

Total
Common Paid-In Deferred Retained Stockholder's

Stock Capital Compensation Earnings Equity
BALANCE, NOVEMBER 1, 2000 $ 20,000 $ 52,430,000 $ - $ 9,190,593 $ 61,640,593
Restricted stock grant - 300,000 (300,000) - -
Compensation expense - - 99,989 - 99,989
Net income - - - 932,458 932,458
BALANCE, OCTOBER 31, 2001 $ 20,000 $ 52,730,000 $ (200,011) .$10,123,051 $ 62,673,040

See notes to financial statements.
5



EATON VANCE DISTRIBUTORS, INC.

STATEMENT OF CASH FLOWS
Year Ended October 31, 2001

Net income
Adjustments to reconcile net income to net cash used for
operating activities:
Service fee, net
Amortization of deferred sales commissions
Payment of capitalized sales commissions
Capitalized deferred sales charges received
Deferred income taxes
Deferred service fee paid
Compensation expense related to restricted stock issuance
Changes in:
Investments .
Accounts receivable from sales of mutual fund shares
Other receivables
Prepaid expenses
Accounts receivable from affiliates, net
Accounts payable for mutual fund shares sold
Accounts payable and accrued liabilities

NET DECREASE IN CASH
CASH, BEGINNING OF YEAR

CASH, END OF YEAR

SUPPLEMENTAL INFORMATION:

Income taxes paid

See notes to financial statements.

$ 932,458

(21,729,149)
74,344,220

(129,465,009)
27,339,944
36,257
49,509,994
99,989

18,101,333
3,346,712
(3,384,724)
370,666
(19,775,232)
(3,358,563)
1,416,063

(2,215,041)

20,877,703

§ 18,662,662

$ 122,452




EATON VANCE DISTRIBUTORS, INC.

NOTES TO FINANCIAL STATEMENTS

1. OPERATIONS AND ORGANIZATION

Eaton Vance Distributors, Inc. (the Company) is the principal underwriter for the regulated
investment companies in the Eaton Vance family of mutual funds.

The Company is a wholly-owned subsidiary of Eaton Vance Management (EVM), which is
ultimately a wholly-owned subsidiary of Eaton Vance Corp. (EVC). Certain officers and/or directors
of the Company are also officers and/or directors of EVM and EVC. Revenue is largely dependent
on the total value and composition of assets under management, which include domestic and
international equity, domestic and international debt, and bank loan portfolios. Accordingly,
fluctuations in financial markets and in the composition of assets under management impact revenue
and the results of operations.

These financial statements were prepared from the separate records maintained by Eaton Vance
Distributors, Inc., which include significant transactions with EVM and are not necessarily
indicative of the conditions that would have existed or the results of operations if the Company had
operated as an unaffiliated company,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments
Investments are recorded at market value and consist principally of money market funds and other
Eaton Vance mutual funds. The resulting difference between cost and market value is included in

other revenue or expense, as appropriate.

Mutual Fund Underwriting Activities

The Company records accounts receivable from sales of mutual fund shares and accounts payable for
mutual fund shares sold on a settlement-date basis, which approximates trade-date basis, and records
the related commission income and expense on a trade-date basis.

Deferred Sales Commissions

Sales commissions paid to brokers and dealers in connection with the sale of shares of open-end and
bank loan interval funds are capitalized and amortized over various periods, none of which exceeds
six years. Distribution plan payments received from these funds are recorded in income as earned.
Contingent deferred sales charges and early withdrawal charges received by the Company from
redeeming shareholders of open-end and bank loan interval funds, respectively, reduce unamortized
deferred sales commissions first, with any remaining amount recorded in income.

Sales commissions paid to brokers and dealers in connection with the sale of shares of traditional
closed-end funds are expensed as incurred.



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred Service Fee

The Company has a service agreement with EVM whereby EVM will compensate the Company for
distributing shares of investment companies for which EVM or its wholly owned subsidiary, Boston
Management and Research, is the investment adviser. In return for acting as the distributor, the
Company will be compensated in an amount equal to one hundred and one-eighth percent (100.125%)
of all fund-selling expenses incurred by the Company in distributing investment company shares,
including amortization expense relating to deferred sales commissions. This compensation amount
will be reduced by any distribution payments, contingent deferred sales charges, early withdrawal
charges and underwriting fees received by the Company. Amounts paid by EVM to reimburse the
Company for costs incurred in distributing shares of investment companies are recorded as “Deferred
service fee” and are amortized to income over various periods not to exceed six years. In the event
that selling income exceeds one hundred and one-eighth percent (100.125%) of fund selling expenses,
the Company will compensate EVM at an amount equal to the excess of fund selling income over one
hundred and one-eighth percent (100.125%) of fund selling expenses. During 2001, the Company
recognized net service fee expense of $21,729,149 under this agreement.

Income Taxes
Deferred income taxes reflect the expected future tax consequences of temporary differences between
the carrying amounts and tax bases of the Company’s assets and liabilities.

The Company is included in the consolidated federal tax return of EVC. The Company computes its
current and deferred tax provision in a manner that is representative of how the Company would have
computed its provision had it not been included in the consolidated federal tax return of EVC.

Financial Instruments

The Company is required to disclose the fair value of its financial instruments pursuant to Statement
of Financial Accounting Standards No. 107, “Disclosure About Fair Value of Financial Instruments.”
Estimates of fair value amounts have been determined by the Company using valuation
methodologies based on assumptions involving discount rates and future cash flows. Financial
instruments subject to such disclosure include cash, accounts receivable from affiliates, net other
receivables, deferred service fees, and accounts payable and accrued liabilities. Management has
determined that the carrying value of these financial instruments approximates their fair value as of
October 31, 2001.

Accounting 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 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 revenue and expenses during the
reporting period. Changes in such estimates may affect amounts reported in future periods.




3. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15-to-1. At October 31, 2001,
the Company had net capital of $46,417,530, which was $45,577,307 in excess of its required net
capital of $840,223. The Company’s net capital ratio was .27-to-1.

4. EMPLOYEE BENEFIT PLANS

Profit Sharing Retirement Plans

The Company participates in the Eaton Vance Management Profit Sharing Retirement Plan and the
Eaton Vance Management Money Purchase Pension Plan for the benefit of substantially all
employees whereby up to 15 percent of eligible compensation of participants may be contributed the
plans. The Company contributed $1,212,582, the maximum amount permitted under the plans, for
the year ended October 31, 2001.

' Savings Plan and Trust
The Company participates in the Eaton Vance Management Savings Plan and Trust, which is
qualified under Section 401 of the Internal Revenue Code. All full-time employees who have met
certain age and length of service requirements are eligible to participate in the plan. This plan allows
' participating employees to contribute up to eight percent of their gross salary on a pre-tax basis to the
plan. The Company then matches each participant’s contribution on a dollar-for-dollar basis up to a
l maximum of $1,040. The Company’s expense under the plan was $122,971 for the year ended
]

October 31, 2001.

Supplemental Profit Sharing Plan

The Company participates in an unfunded, non-qualified Supplemental Profit Sharing Plan whereby
key employees of the Company may receive profit sharing contributions in excess of the amounts
allowed under the profit sharing retirement plans. No employee may receive combined contributions
in excess of $30,000 from the profit sharing retirement plans and the Supplemental Profit Sharing
Plan. The Company’s expense under the plan for the year ended October 31, 2001 was $886.

Restricted Stock Plan
EVC has a restricted stock plan under which restricted stock may be granted to key employees of the

Company. The Company recorded compensation expense of $99,989 for the year ended October 31,
2001 relating to shares granted in fiscal year 2001 under this plan.

5. EXEMPTION FROM RULE 15¢3-3

The Company is exempt from Rule 15¢3-3 under the provisions of subparagraph (k)(1) thereof.



6. MAJOR SOURCES OF REVENUE

The Company derives its revenue primarily from commissions and distribution fees earned pursuant
to underwriting and distribution agreements with regulated investment companies in the Eaton Vance

family of mutual funds.

The portfolios and related funds that provided over 10 percent of the total revenue of the Company
are as follows:

Tax Managed Growth Portfolio and related funds:
Underwriting commissions, distribution plan payments,
contingent deferred sales charges and service fees $ 74,000,595
Percent of revenue 31.4%

Senior Debt Portfolio and related funds:
Distribution plan payments, early withdrawal

charges and service fees $ 60,608,546
Percent of revenue 25.7%

7. INCOME TAXES

Income taxes, as stated as a percentage of income before income taxes, are comprised of the

following:
Federal statutory rate 35.0%
Increases in taxes from:
State income tax effect (net of effect of federal tax) 5.2%
Meals and entertainment expense 15.1%
Other nondeductible expenses 8%
Provision for income taxes 56.1%

*okokokokk
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EATON VANCE DISTRIBUTORS, INC.

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

October 31, 2001

CAPITAL - Stockholder's equity

DEDUCTIONS:
Nonallowable assets:
Refundable income taxes
Other receivable
Accounts receivable from affiliates
Prepaid expenses
Deferred sales commissions
Deferred taxes

Total deductions
ADDITIONS - Deferred service fee
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES
HAIRCUTS ON SECURITIES
NET CAPITAL
AGGREGATE INDEBTEDNESS:

Accounts payable for mutual fund shares sold
Accounts payable and accrued liabilities

TOTAL AGGREGATE INDEBTEDNESS

MINIMUM NET CAPITAL REQUIREMENT OF BROKER OR DEALER
(The greater of 6-2/3% of aggregate indebtedness, as defined, or $25,000)

EXCESS NET CAPITAL

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

$§ 62,673,040

332,048
7,350,100
7,653,085

93,682
266,736,351
7,651

282,172,917

266,736,351

47,236,474

818,944

46,417,530

124,751
12,478,588

12,603,339

840,223

45,577,307

0.27




Deloitte & Touche LLP
200 Berkeley Street
Boston, Massachusetts 02116-5022

Tel: (617) 437-2000
Fax:(617)437-2111
www.us.deloitte.com
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- &Touche

November 21, 2001

To the Board of Directors of
Eaton Vance Distributors, Inc.

255 State Street

Boston, MA 02109

In planning and performing our audit of the financial statements of Eaton Vance Distributors, Inc.
(the “Company”) for the year ended October 31, 2001 (on which we issued our report dated
November 21, 2001), we considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on the Company’s
internal control.

Also, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made
a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in Rule
17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(11) and 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 Governors 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 internal control and of the practices and procedures, and to assess
whether those practices and procedures can be expected to achieve the Securities and Exchange
Commission’s (the “Commission”) 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 acquisition, 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 or the practices and procedures referred to

above, misstatements due to error or fraud may occur and not be detected. Also, projections of
any evaluation of the internal control or of such practices and procedures to future periods are

Nalnitta




subject to the risk that they may become inadequate because of changes in conditions or that the
degree of compliance with the practices or procedures may deteriorate.

Our consideration of the Company’s internal control would not necessarily disclose all matters in
the Company’s 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 one or more of the internal control components does not reduce
to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the consolidated 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 the Company’s internal control and
its operation (including control activities 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 October 31, 2001, to meet the
Commission’s objectives.

This report is intended solely for the information and use of the board of directors, management,
the Securities and Exchange Commission, Inc., the National Association of Securities Dealers
and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and is not intended to be and should not
be used by anyone other than these specified parties.

Yours truly,

Lelsitn @ Jonch L



