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OATH OR AFFIRMATION

I,_Lisa A, McDonald Byrne . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Citizens Securities, Inc. , 28

of December 3t . ,2007 | are truc and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account
classified solely as that of 2 customer, except as follows:

' .!
MARGIA S. KOVALIK, Notary Putlic JIs= @ . VFDona0d 2

iy Commission Explres /2, ) Signature

Vice President
Title

Notary Public

This report ** contains (check all applicable boxes):
O (a) Facing Page.
L] (b) Statement of Financial Condition,
O (c) Statement of Income (Loss).
D (d) Statement of imm:};&-n-.‘ln:nm|-imulu|n . Cash Flows
O (c) Statement of Changes in Stockholders’ Equity or Parmers’ or Sole Proprietors’ Capital.
a () Statement of Changes in Liabilities Subordinated to Claims of Creditors,
[0 (g) Computation of Net Capital. .
[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
[0 ) 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.
OO () A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,
[ () An Oath or Affirmation.
1 (m) A capy of the SIPC Supplemental Report.
O {2) Arcportdescribing any material inadequacies found to existor 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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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Citizens Securities, Inc.

We have audited the accompanying statement of financial condition of Citizens Securities, Inc. (the
"Company") as of December 31, 2007, and the related statements of income, changes in 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 Citizens Securities, Inc. as of December 31, 2007, 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 disclosed in Note 8, management expects the Company will be dissolved during 2008 as a result of
Citizens Advisers, Inc.’s entering into an agreement to sell substantially all of its assets.

QOur audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The computation of net capital as of December 31, 2007 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplemental
information required by Rule 17a-5 of the Securities Exchange Act of 1934. This computation is the
responsibility of the Company's management. Such information 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.

&M?, Nern MeNel ¥ Ponker

Portland, Maine
February 19, 2008

PORTLAND, ME - BANGOR, ME - MANCHESTER, NH
WWW. BDOMP.COM



CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Statement of Financial Condition

Accumulated deficit

l December 31, 2007
I ASSETS
Cash and cash equivalents $ 454,527
l Distribution and service fees receivable 643.850
I Total assets $_1,098.377
LIABILITIES AND STOCKHOLDER'S EQUITY
l Liabilities
Payable to brokers and dealers $ 61,631
I Accrued expenses 3,640
Due to affiliate 151,992
Total liabilities 217.263
Commitments (Notes 3 and 4)
Stockholder's equity
Common stock, no par value; authorized 10,000 shares;
issued and outstanding 9,000 shares 45,000
Additional paid-in capital 821,422

14.692

Total stockholder's equity g81.114
Total liabilities and stockholder's equity $_1.098,377

The accompanying notes are an integral part of these financial statements.
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CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Statement of Income

Year Ended December 31, 2007

Revenues
Distribution fees
Less commissions and fees to third parties

Net distribution fees

Other revenue
Shareholder servicing and administrative fees
Other income, net

Other revenue
Total revenues

Operating expenses
Advertising and public relations
- Compensation and related expenses
Marketing fuifillment
Occupancy
Telephone usage
Travel and related costs
Professional fees
Other operating expenses

Total operating expenses
Income before income tax expense
Income tax expense

Net income

$ 1,618,644
(293,276)

1.325.368
912,122
78.224
990.346
2,315,714
08,386
929,721
160,348
174,735
19,975
2,382
41,503
77.068
1,504,118
811,596

68,986

$__ 742,610

The accompanying notes are an integral part of these financial statements.
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CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Statement of Changes in Stockholder’s Equity

Year Ended December 31, 2007

Additional Accumulated Total
Common Paid-In Eamings Stockholder’s
Stock Capital (Deficit) Equity
Balance, January 1, 2007 $ 45,000 $ 821422 $ (527,918) $ 338,504
Net income - - 742,610 742,610
Distributions - - {200.000) (200,000)
Balance, December 31, 2007 $__ 45000 $__3821.422 $ 14,692 $__881,114

The accompanying notes are an integral part of these financial statements.
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CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Statement of Cash Flows

Year Ended December 31, 2007

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Change in assets and labilities

Accrued expenses
Due to affiliate
Distribution and service fees receivable
Payable to brokers and dealers

Net cash provided by operating activities

Cash flows from financing activities
Distributions

Net cash used by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

$ 742,610

3,640
(29,108)
(217,943)

3.114

502.313

(200.000)
(200,000)

302,313

152214

$__454.527

The accompanying notes are an integral part of these financial statements.
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CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Notes to Financial Statements

December 31, 2007

1. Corporate Affiliation and Nature of Operations

Citizens Securities, Inc. (the "Company") is a New Hampshire corporation and a wholly-owned
subsidiary of Citizens Advisers, Inc. ("Advisers"), formed to act as the distributor for a registered
1940 Act Series Investment Company, Citizens Funds (the "Funds"). The Company is registered as a
broker/dealer under the Securities Exchange Act of 1934, as amended.

Summary of Significant Accounting Policies

A summary of the Company's significant accounting policies applied in the preparation of the
accompanying financial statements is presented below.

Revenue and Expense Recognition

The financial statements of the Company are prepared on the accrual basis whereby revenues are
recognized when earned and expenses are recognized when incurred. Distribution fees are
recognized based on average net assets of funds under management by Advisers.

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 disclosures 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.

Cash and Cash Equivalents

Cash and cash equivalents consist of a highly liquid investment in Citizens Money Market Fund. The
carrying amount approximates fair value because of the short maturity of this instrument. This
investment is considered cash equivalents for the purpose of reporting cash flows.

Accounts Receivable

Distribution and service fees receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a charge to
current earnings and a credit to a valuation allowance based on its assessment of the current status of
individual accounts. There were no accounts requiring a valuation allowance at December 31, 2007.




CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Notes to Financial Statements

December 31, 2007

Advertising

Advertising costs are expensed as incurred.
Income Taxes

The Company's method of accounting for income taxes conforms to Statement of Financial
Accounting Standards No. 109, "Accounting for Income Taxes." Under this method, deferred tax
assets and liabilities are recognized for the expected future tax consequences of events that have
been included in the financial statements or tax returns. The amount of a deferred tax asset or
liability is based on the difference between the financial statement and the tax bases of assets and
liabilities using enacted tax rates in effect for the year in which the differences are expected to be
reflected in the tax return. There are not material deferred tax items.

. Regulatory Requirements

As a broker/dealer, the Company is subject to the Securities and Exchange Commission's regulations
and operating guidelines, which require the Company to maintain minimum net capital, as defined,
equal to the greater of $5,000 or 6-2/3% of aggregate indebtedness. Net capital and the related ratio
of aggregate indebtedness to net capital may fluctuate on a daily basis. The Company's net capital, as
computed under Rule 15¢3-1, was $403,913, which exceeded the required net capital of $5,000 by
$398.,913. The ratio of aggregated indebtedness to net capital at December 31, 2007 was .15 to 1.

The Company is exempt from the reserve requirements of Rule 15¢3-3 as its broker/dealer
transactions are limited to the purchase, sale, and redemption of redeemable securities of registered
investment companies. All customer funds are promptly transmitted, and all securities received in
connection with its activities as a broker/dealer are promptly delivered. The Company does not
otherwise hold funds or securities for, or owe money or securities to, customers.

. Transactions With Related Parties

The Company performs broker/dealer services under a renewable distribution agreement with
Citizens Funds. The Funds' portfolios have approved a distribution plan that, among other
provisions, provides for the reimbursement of actual fees and expenses incurred by the Company for
distribution-related activities, at a rate of 0% - 0.25% of average net assets on different share classes
of the Funds' portfolios. The Company also provides a number of administrative services to the
Funds relating primarily to shareholder services and communications, and is generally reimbursed at
a rate approximating the market price of such services, but may charge up to 0.35% based on
average daily net assets for one specified series.




CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

Notes to Financial Statements

December 31, 2007

Certain officers and directors of the Company are also sharcholders, officers and directors of
Advisers, and officers and trustees of the Funds.

. Income Taxes

The Company is a wholly-owned subsidiary of Advisers. Advisers is a Subchapter S Corporation for
federal income tax purposes. Advisers and the Company will pay no federal income tax on its
earnings as it will flow through directly to Advisers’ shareholder for federal income tax purposes.
The Company will continue to pay New Hampshire corporate income tax on its earnings.

The Company and Advisers have entered into a state tax allocation arrangement under which the
Company is included in the tax return filed by Advisers. The arrangement provides that the
Company would pay to or receive from Advisers amounts comparable to the taxes it would have
provided on a separate company basis.

. Subsequent Event

Citizens Advisers, Inc. has entered into an Asset Purchase Agreement, under which substantially all
of its assets will be sold. Management expects Citizens Securities, Inc. will be dissolved during
2008.




CITIZENS SECURITIES, INC.
(A Wholly-Owned Subsidiary of Citizens Advisers, Inc.)

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

December 31, 2007
Computation of net capital
Total stockholder's equity from balance sheet

Deductions and/or charges - nonallowable assets (see schedule below)

Net capital before haircuts on security positions
Haircuts on securities

Net capital

Computation of basic net capital requirement
Minimum net capital required (6-2/3% of aggregate indebtedness)

Minimum dollar requirement of reporting broker

Net capital requirement (greater of minimum net
capital required or minimum dollar requirement)

Excess net capital

Computation of aggregate indebtedness
Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

Schedule of nonallowable assets
Distribution and service fees receivable

Reconciliation of Audited Computation of Net
Capital to Unaudited Focus Report

Net capital per unaudited FOCUS report

Net capital per audited financial statements

$ 881,114
__468.110

413,004

9.091

$__403.913

$ 4,108
§___ 2,000

$_——2.000
$__398.913

$__ 61,63)
15.3%

$__468.110

$__403.913
$__403.913




BERRY.DUNN MCNEIL & PARKER

CERTIFIED PUBLIC ACCOUNTANTS
MANAGEMENT CONSULTANIS

INDEPENDENT AUDITORS' REPORT ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors
Citizens Securities, Inc.

In planning and performing our audit of the financial statements of Citizens Securities, Inc. (the Company),
as of and for the year ended December 31, 2007, in accordance with auditing standards generally accepted in
the United States of America, we considered the Company's internal control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company's 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 consideration of control activities
for safeguarding securities. This study included tests of compliance with such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(¢)

2. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by 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 Federal
Reserve 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 above. 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 above, 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 conformity with generally accepted accounting principles. Rule 17a-
5(g) lists additional objectives of the practices and procedures listed above.
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To the Board of Directors
Citizens Securities, Inc.

Because of inherent limitations in internal control and 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
1o the risk that they may become inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity's financial statements that is more than inconsequential will not be prevented
or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and 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 on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2007, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
Securities and Exchange Commission, 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
specified parties.

&wg, Dbonn, MeNel ¥ Prrker_

Portland, Maine
February 19, 2008
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