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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. , as

of JUNE 390 ,2008 , 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:

NCTARY PUCLIC G
STATE CF WASHINGTON = —
CTHZL B. CARTOLOME ==
My Appointmant Cxpiros ignature
[___MAY 11, 2009 CFO

ELthA fo - AN e

Notary Public

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

o (a) Facing Page.

“ (b) Statement of Financial Condition.

M (c¢) Statement of Income (Loss).

¥] (d) Statement of Changes in Financia! Condition.

| (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(] (g) Computation of Net Capital. '

[4 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

b4 (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

IZ () 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.

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

o () An Oath or Affirmation.

0O (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.

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



SATURNA BROKERAGE SERVICES, INC.

{A wholly owned subsidiary of
Saturna Capital Corporation)

FINANCIAL STATEMENTS
June 30, 2008 and 2007



Tarr WELLER & BAKER LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Saturns Brokerage Services, Inc.
Bellingham, Washington

We have audited the accompanying statement of finencial condition of Saturna Brokerage Services, Inc. us of
June 30, 2008 and the related statements of income (loss), changes in ownership equity, and cash flows for the
year then ended. These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our sudit.

We conducted our eudit in accordance with awditing 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 misstaternent.  An audit includes examining, on 8 test
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the eccounting principles used and significant estimates made by management, as well as evalusting
the overall financial statement presentation. We believe that our sudit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to ebove present fairly, in all material respects, the financial
position of Saturna Brokerage Services, Inc. as of June 30, 2008, 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 made for the purpose of forming an opinicn on the basic financial statements, taken as a whole.
The information contained in Pages 9, 10 and 11 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 al} material
respects, in relation 1o the basic financial statements taken as a whole,

Tl /sl ebpince

Philadelphia, Pennsylvania
Angust 20, 2008



SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

- STATEMENT OF FINANCIAL CONDITION

June 30,
2008 2007
Assets
Cash and cash equivalents:
Demand deposits $537,446  $318,730
Investment in money market funds 50,000 50,000
investment in affiliated mutual funds 204,653 203,398
Receivable from affiliate (12b-1 plan) 264,352 163,539
Receivable from affiliate (tax benefit) 374,000 -
Other assets 1.826 1,540
Total assets $1.432.277 737,207
Liabilities and Stockholders’ Equity
Accrued expenses $454 930 $283.318
Stockholders’ equity:
Common stock, $10 par value, 25,000 shares
authorized, 25,000 and 12,500 issued
and outstanding, respectively 250,000 125,000
Additional paid-in capital 1,869,716 744,716
Retained earnings (1,142.369) (415.827)
Total stockholders’ equity 977 347 453,889
Total liabilities and stockholders’ equity $1.432277 $737.207

The accompanying notes are an integral part of these financial statements.
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SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

STATEMENT OF OPERATIONS

Revenues:
Brokerage commission income
Fund distribution fee, affiliated funds
Fund distribution fees, unaffiliated funds
Other income (FINRA refund)
Dividend & interest income on investments

Expenses:
Clearing & trading charges
Fund distribution expenses, affiliated funds
Market information services
Registration and filing fees
Occupancy
Brokerage marketing expenses
Communications & shipping
Other operating expenses

Net operating income (loss)

Income taxes

Net operating income (loss) after taxes
Other Income and Expenses

Unrealized gain (loss) on investments

Net income (loss)

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30,

2008 2007

- $81,281 $70,919
2,602,200 1,280,421
46,363 39,080
35,000 -
7,421 6.081
2,772,265 1,396,501
226,810 220,262
3,652,701 1,682,233
39,509 30,078
22,736 21,430
3,956 -
5,322 5,910
17,151 42,755
3,868,185 1,902,668
(1,095,920) (506,167)
(374.000) 0
(721,920)  (506,167)
(4,622) 31,127
$(726,542) 5(475.040)




SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
For the Years Ended June 30, 2008 and 2007

Capital Stock Additional Total
Number of paid-in Retained stockholder's
shares Amount capital earnings equity
Balance,
June 30, 2006 6,500 $65,000 $204,716 $59,213 $328,928
Sale of shares 6,000 $60,000 $540,000 $600,000
Net loss ' ($475.040) ($475.040)
Balance,
June 30, 2007 12,500 $125,000 $744,716 $(415,827) $453,889
Sale of shares 12,500 $125,000 $1,125,000 $1,250,000
Net loss ($726,542) ($726,542)
Balance,
June 30, 2008 22000  $250000  §$1.869.716 $(1,142,369) $977,347

The accompanying notes are an integral part of these financial statements.
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SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

STATEMENT OF CASH FLOWS

Year Ended June 30,
2008 2007
Cash flows from operating activities:
Net income (loss) ($726,542) ($475,040)
Dividends reinvested (7,421) (6,081)
Adjustments to reconcile net income (loss} to net cash
provided by (used in) operating activities-
(Increase)} decrease in tax benefit receivable (374,000) -
(Increase) decrease in other assets (286) 3,604
(Increase) in fund distribution fee receivable (100,813) (105,792)
(Decrease) increase in accrued expenses 171,612 255,457
Net cash (used in) operating activities (1,037,450) (327,852)
Cash flows from investing activities
Investment in affiliated mutual funds 6,166 (28,972)
Sale of investments = =
Net cash provided by (used in) investing activities 6,166 (28,972}
Cash flows from financing activities
Sale of stock - 1,250,000 600,000
Net cash provided by financing activities 1,250,000 600,000
Increase in cash | 218,716 243,176
Cash and equivalents at beginning of year 368,730 125,554
Cash and equivalents at end of year $587,446  $368,730

The accompanying notes are an integral part of these financial statements.
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SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

NOTES TO FINANCIAL STATEMENTS
June 30, 2008 and 2007

Note 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Organization

Saturna Brokerage Services, Inc. (SBS) was organized under the laws of the state of Washington
on September 2, 1986 as a broker/dealer. The company is a wholly owned subsidiary of Saturna
Capital Corporation (Saturna).

Basis of presentation
The accompanying financial statements have been prepared on the accrual basis of accounting.

investment in affiliated mutual funds

8BS's sole investments are in affiliated mutual funds, consisting of short-term taxable bonds,
long-term taxable bonds and equities. The mutual fund investments are carried at market value.

Cash and cash equivalents

For purposes of the statements of financial condition and cash flows, SBS considers all short-
term investments with an criginal maturity of three months or less to be cash equivalents.

SBS maintains cash balances at one financial institution. Accounts at the institution are secured
by the Federal Deposit Insurance Corporation up to $100,000. At certain times, SBS's bank
balance may exceed $100,000.

Income taxes

SBS files a consolidated income tax return with Saturna. For financial statement purposes,
income tax expense is calculated as if SBS filed a separate return.

SBS accounts for income taxes on an asset and liability approach which requires the recognition
of deferred tax liabilities and assets for the expected future tax consequences of temporary
differences between the carrying amounts and tax bases of other assets and liabilities.

Management has analyzed the Company's position taken on Federal, state and local income tax
returns for all open tax years (2005-2008) and has concluded no additional adjustments are
required in the Company's financial statements.

Advertising costs
SBS expenses advertising and marketing costs when incurred,

12b-1 Plan Distribution

SBS, as underwriter for the Amana funds and at no profit to itself, receives up to 0.25% of
Amana's daily net assets annually for various marketing and distribution expenses. For the year
from July 1, 2007 through June 30, 2008, SBS was paid $2,504,062 by Amana Mutual Funds
Trust, and made $3,435,071 in payments for Amana's distribution. For the year from July 1, 2006
through June 30, 2007, SBS was paid $1,222,272 by Amana Mutual Funds Trust, and made
$1,561,041 payments for Amana’s distribution. Distribution expenses exceed revenues primarily
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because mutual fund distribution platforms used by Amana charge up to 0.40% of Amana's daily
net assets, and Amana assets from these distribution platforms continued to increase
dramatically in the last two fiscal years.

8BS aiso acts as the underwriter for the five Sextant funds in the Saturna Investment Trust. As
underwriter of the Sextant funds, SBS receives up to 0.25% of the funds’ daily net assets
annually for various marketing and distribution expenses. For the year from July 1, 2007 through
June 30, 2008, SBS was paid $98,138 by Saturna Investment Trust, and made $117,630 in
payments for Sextant fund distribution and marketing. For the year from July 1, 2006 through
June 30, 2007, SBS was paid $58,150 by Saturna Investment Trust, and made $21,192 in
payments for Sextant fund distribution and marketing.

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 the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Fair value of financial Instruments

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

Note 2 - NET CAPITAL REQUIREMENTS

SBS is subject to the Securities and Exchange Commission uniform net capital rule (Rule 15¢3-
1), which requires the maintenance of minimum net capital, so that the ratio of aggregate
indebtedness to nel capital, both as defined, shall not exceed 15 to 1. At June 30, 2008 and
2007, SBS's net capital of $310,053 and $261,702 was $260,053 and $211,702 in excess of its
required net capital, respectively. The ratio of SBS's aggregate indebtedness to net capital was
1.467 to 1 and 1.083 to 1 at June 30, 2008 and 2007, respectively.

Note 3 - TRANSACTIONS WITH AFFILIATED 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 president of Saturna is also
president of SBS, and is president, a trustee and a shareowner of both Amana Mutual Funds

Trust and Saturna Investment Trust (the Trusts).

Among other custorners, SBS provides brokerage execution services to private accounts and
mutual funds managed by its parent, Saturna Capital Corporation. Effective January 1, 2005,
SBS executes transactions for these managed accounts for no commission. This negatively
impacts SBS, since it still must pay its clearing and other charges for these transactions.

SBS shares its principal executive offices with Saturna, and all employees of SBS are employees
of Saturna. The companies maintain an expense sharing agreement. For the years ended June
30, 2008 and 2007, Saturna waived payment 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, 2008 and 2007 as there were no
temporary differences between the carrying amounts and tax bases of other assets and liabilities.
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SBS records a receivable from Saturna for the tax benefit of the taxable loss that SBS generates.
For the year ended June 30, 2008, SBS recorded a current Federal tax benefit for $374,000.
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SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)

Schedule |

COMPUTATION of NET CAPITAL under RULE 15¢3-1 of
THE SECURITIES AND EXCHANGE COMMISSION

As of June 30, 2008

Net capital

Total stockholder's equity
Less - Stockholder's equity not allowable for net capital
Total stockholder's equity qualified for net capital

Add:
Liabilities subordinated to claims of general creditors allowable
in computations of net capital
Other deductions or allowable credits
Total capital and allowable subordinated liabilities

Deductions and/or charges:
Nonallowable assets
Secured demand note deficiency
Commodity futures contracts and spot commodities
Other deductions and/or charges
Other additions and/or aliowable credits

Net capital before haircuts on securities positions

(Continued on next page)}
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$977,347
0
977,347

0
0
977,347

(640,177)
0
0
0

0

$337,170



SATURNA BROKERAGE SERVICES, INC.

(A wholly owned subsidiary of Saturna Capital Corporation)
Schedule | (continued)

COMPUTATION of NET CAPITAL under RULE 15c3-1 of
THE SECURITIES AND EXCHANGE COMMISSION
As of June 30, 2008

Haircuts on securities (computed, where applicable,
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 (27,117
Undue concentrations 0
Other 0
Net capital $310.053
Aggregate indebtedness
Total aggregate indebtedness liabilities from
statement of financial condition $454,930
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 $454,930
Computation of basic net capital requirement
Minimum net capital required 50,000
Excess net capital $260.053
Ratio: Aggregate indebtedness to net capital 1.467 to 1

The Net Capital as reported in the Company’s unaudited FOCUS report agrees
with the audited Net Capital reported above.
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SATURNA BROKERAGE SERVICES, INC.

{A wholly owned subsidiary of Saturna Capital Corporation)

Schedule Il

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

June 30, 2008

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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Tart, WELLER & BAKER LLP
Certified Public Accountants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Saturna Brokerage Services, Inc,
Bellingham, Washington

In planning and performing our audit of the financial statements of Satuma Brokerage Services, Inc. (the
“Company™), as of and for the year ended June 30, 2008, 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 bave made a
study of the practices and procedures followed by the Company, including consideration of control activities
for safegnarding 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 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 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 effective internal control
over financial reporting and the practices and procedures referred 1o in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required 1o assess the expected benefits and
related costs of controls. A company’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain 1o the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3} provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use or disposition of a company’s assets that could have a
material effect on the financial statements. Rule 17a-5(g) lists additional objectives of the practices and
procedures hisled in the preceding paragraph.



Board of Directors
Saturna Brokerage Services, Inc.
Page Two

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 to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

A deficiency in internal control over financial reporting 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 material weakness is a deficiency, or combination of
deficiencies, in .internal control over financial reporting, such that there is a reasonable possibility that a
material misstatement of the company’s annual or interim financial statements will not be prevented or
detected on a timely basis.

Qur 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 June 30, 2008, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, and
other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their

reguiation of registered brokers and dealers, and is not intended to be and should not be used by anyone other
than these specified parties.

Tie Willfys (ke cer

Philadelphia, Pennsylvania
August 20, 2008

END



