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OATH OR AFFIRMATION

1, Thomas A. Carter, swear (or affirm) that, to the best of my knowledge and belief the accompanying
~ financial statement and supporting schedules pertaining to the firm of ALPS Distributors, Inc., as of

September 30, 2005, are true and correct. I further swear (or affirm) that neither the company nor any

partner, proprietbr, principal officer or director has any proprietary interest in any account classified

solely as that of a customer, except as follows: N/A

Signature

SR | Thomas A. Carter

. | o Mq;i;lgging Director

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

X (a) Facing Page.

(b) Statement of Financial Condition.

(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.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 1 5¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 1 5¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule
1 5¢3-3 and the Computation for Determination of the Reserve Requirements Under Exhibit A of
Rule 1 5¢3-3.

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

(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.
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* *For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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Independent Accountants’ Report

Board of Directors
ALPS Distributors, Inc.
Denver, Colorado

We have audited the accompanying statement of financial condition of ALPS Distributors, Inc. (a
wholly owned subsidiary of ALPS Holdings, Inc.) as of September 30, 2005, and the related
statement of income, 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 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 ALPS Distributors, Inc. as of September 30, 2005, 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 supplementary information contained on page 9 is presented for the
purposes of additional analysts and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures 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.
D, LLp

Denver, Colorado
November 18, 2005

Wells Fargo Center 1700 Lincoln Street, Suite 3400 Denver, CO 802034534 3038614545  Fax 303 832-5705
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ALPS Distributors, Inc.

Statement of Financial Condition
September 30, 2005

Assets
Cash $ 200,000
Marketable securities owned, at market value 120,942
Receivable from ALPS Holdings, Inc. 280.000
S 600542
Liabilities and Stockholder’s Equity
Long-term Debt § 280.000
Stockholder’s Equity
Paid-in capital 300,000
Retained eamnings 20,942
Total stockholder’s equity 320,942
$___ 600942

See Notes to Financial Statements




ALPS Distributors, Inc.

Statement of Income
Year Ended September 30, 2005

Revenues
Dividends 5 4,805
Gain on securities owned 27,792
Net Income $ 32.5

See Notes to Financial Statements




ALPS Distributors, Inc.
Statement of Stockholder’'s Equity

Year Ended September 30, 2005

Balance at October 1, 2004

Distributions to ALPS Financial Services, Inc.

Capital contributions from ALPS Holdings,
Inc.

Net income

Balance at September 30, 2005

See Notes to Financial Statements

Retained
Paid-in Earnings
Capital {Deficit) Total
100,000 § (3,117) $ 96,883
— (8,538) (8,538)
200,000 — 200,000
— 32,597 32,597
300,000 % 20942 3 320,942




ALPS Distributors, Inc.

Statement of Cash Flows
Year Ended September 30, 2005

Operating Activities

Net income $ 32,597
Changes in marketable securities owned (24.059)
Net cash provided by operating activities 8.538

Financing Activities

Capital contributions from ALPS Holdings, Inc. 200,000
Distributions to ALPS Financial Services, Inc. (8.538)
Net cash provided by financing activities 191,462

Increase in Cash 200,000
Cash, Beginning of Year —
Cash, End of Year §____ 200000

Supplemental Cash Flows Information

Note payable, bank incurred with borrowings by ALPS Holdings,
Inc. S 280,000

See Notes to Financial Statements




ALPS Distributors, Inc.

Notes to Financial Statements
September 30, 2005

Note 1: Organization and Summary of Significant Accounting Policies

Nature of Operations

As of the close of business on September 30, 2005, ALPS Distributors, Inc. (the Company) became
a wholly owned subsidiary of ALPS Holdings, Inc. (AHI). Prior to the close of business on
September 30, 2005, the Company was a wholly owned subsidiary of ALPS Financial Services,
Inc. (AFSI) (see Note 2).

The Company is a registered broker-dealer with the Securities and Exchange Commission (SEC)
and a member of the National Association of Securities Dealers.

The Company operates under the provisions of the paragraph (k)(1) of Rule 15¢3-3 of the
Securities Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that
Rule. As such, the Company 1s not required to maintain a “Special Reserve Bank Account for the
Exclusive Benefit of Customers.”

Use of 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 revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they
had settled. Profit and loss arising from all securities transactions entered into for the account and
risk of the Company are recorded on a trade date basis. Marketable securities are valued at market

value.

Income Taxes

Prior to the change in ownership (Note 2), AFSI had elected to have the Company’s income taxed
as an S corporation under provisions of the Intemnal Revenue Code and a similar section of the
Colorado state income tax law; therefore, taxable income or loss is reported to the individual
stockholder for inclusion in his tax return.

As a result of the change in ownership (Note 2), the Company’s election to have the Company’s
income taxed as an S corporation was terminated and as such the Company’s income is taxed as a
C corporation. Deferred tax assets and labilities are recognized for the tax effects of differences
between the financial statement and tax bases of assets and liabilities. A valuation allowance is
established to reduce deferred tax assets if it is more likely than not that a deferred tax asset will
not be realized.

Due to the change in ownership (Note 2), occurring at the close of business on September 30, 2005,
no provision for federal and state income taxes is included in these statements.




ALPS Distributors, Inc.

Notes to Financial Statements
September 30, 2005

Note 2: Change in Ownership

On August 3, 2005, an agreement for the purchase and sale of assets was executed between AFSI,
the seller, and AHI, the buyer, to acquire substantially all the assets and assume substantially all the
liabilities of AFS], including the Company. As a result of the acquisition, the Company became a
wholly owned subsidiary of AHI. The acquisition was subsequently consummated as of the close
of business on September 30, 2005.

AHI has not elected to push down the purchase accounting to the Company, which resulted from
the change in control.

Note 3: Marketable Securities Owned

Marketable securities owned consist of an investment in a closed end fund with a market value at
September 30, 2005, of $120,942.

Note 4: Long-term Debt

The Company has a note payable in the amount of $280,000 to a bank due September 30, 2011.
Payments of $7,000 plus accrued interest are due quarterly through September 30, 2007, and
$14,000 plus accrued interest quarterly thereafter. Interest varies at the bank’s prime rate plus
2.5%. The note payable is secured by substantially all the assets of the Company.

The Company has an $8,000 revolving line of credit with a bank expiring September 30, 2011. At
September 30, 2005, there were no amounts borrowed against the line. The line is collateralized by
substantially all of the Company’s assets. Interest varies with the bank’s prime rate plus 2.5%.

The note payable and revolving line of credit were obtained in connection with the change in
ownership (Note 2). The Company did not receive any proceeds from the borrowing on the note
payable. AHI received the proceeds of $280,000 and the balance sheet reflects a receivable from
AHI in the same amount.

Aggregate annual maturities of long-term debt at September 30, 2005:

2006 $ 28,000
2007 28,000
2008 56,000
2009 56,000
2010 56,000
Thereafter 56,000

$ 280,000



ALPS Distributors, Inc.
Notes to Financial Statements
September 30, 2005

Note 5: 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 September 30,
2005, the Company had net capital of $22,801, which was $4,134 in excess of its required net
capital of $18,667. The Company’s net capital ratio was 12.28 to 1 at September 30, 2005.

Note 6: Related Party Transactions

Prior to the change in ownership, the Company had entered into an expense sharing agreement with
AFSI, ALPS Mutual Fund Services, Inc. (AMFS) and ALPS Advisers, Inc. (AAI). Both AMFS and
AAI were wholly owned subsidiaries of AFSI prior to the change in ownership. The agreement
called for the Company to pass through 100% of its revenue and related receivables from
distribution contracts to AMFS. The agreement also called for the Company to pass through 100%
of its expenses and related liabilities to AMFS.
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ALPS Distributors, Inc.

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

September 30, 2005
Net Capital
Total stockholder’s equity $ 320,942
Deductions
Nonallowable assets
Receivable from ALPS Holdings, Inc. (280,000}
Haircut on marketable securities owned (18,141)
Net capital $ 22,801
Aggregate Indebtedness
Note payable, bank $ 280,000
Total aggregate indebtedness h) 280,000
Computation of Basic Net Capital Requirements
Required minimum net capital $ 18,667
Net capital in excess of minimum requirements $ 4,134
Ratio: Aggregate Indebtedness to Net Capital 12.28 t

Reconciliation with the Company’s Computation (Included in
Part 11 of Form X-17A-5 as of September 30, 2005)
Net capital, as reported in the Company’s Part 11 unaudited

FOCUS report $ 102,801
Audit adjustments to record unrecorded allowable and
nonallowable assets (80,000)
Net capital per above $ 22 801




Independent Accountants’ Report on Internal Control
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Independent Accountants’ Report on Internal Control

Board of Directors
ALPS Distributors, Inc.
Denver, Colorado

In planning and performing our audit of the financial statements and supplemental schedule of
ALPS Distributors, Inc. (the Company) for the year ended September 30, 2005, we considered its
internal 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 internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures 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.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13
3. Complying with the requirements for prompt payment for securities under

Section 8 of the Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System

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 and 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 SEC’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 accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error 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.

Wells Fargo Center 1700 Lincoln Street, Suite 3400 Denver, CO 802034534 303 861-4645  Fax 303 832-5705
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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 components does not reduce to a relatively low level the risk that
error or fraud 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 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 SEC 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 our study, we believe that the
Company’s practices and procedures were adequate at September 30, 2005, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, Inc., 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

RED Lup

Denver, Colorado
November 18, 2005



