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OATH OR AFFIRMATION

Jeffrey Fox
swear or affirm that to the

best of my knowledge and belief the accompanying financial statements and supporting schedules pertaining to the firm of

RiverSource Distributors Inc
as of

December 31 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

customer except as follows

Chief Financial Officer

Title

This report contains check all applicable boxes

Facing page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit or Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con
solidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal accounting control

Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and Options Customers Pursuant to

Commission Regulation 30.7

Reconciliation of Assets Liabilities and Stockholders Equity to the Regulatory Report

PATRICIA
JEWELLE

NOTARY PUBUC MNNEO1A

MY COMMtSSON
XHRE 13

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Report of Independent Registered Public Accounting Firm

The Board of Directors

RiverSource Distributors Inc

We have audited the accompanying statement of financial condition of RiverSource Distributors

Inc the Company as of December 31 2008 This statement of financial condition is the

responsibility of the Companys management Our responsibility is to express an opinion on this

statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement We were not

engaged to perform an audit of the Companys internal control over financial reporting Our audit

included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall statement of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of RiverSource Distributors Inc at December 31 2008

in conformity with accounting principles generally accepted in the United States

4iMlt 6tLLP
Marchll2009

0903-1036958

member firm of Ernst Young Global Limited



RiverSource Distributors Inc

Statement of Financial Condition

December 31 2008

In thousands except share data

Assets

Cash and cash equivalents 43534

Receivables

Due from affiliates 25923

Other net of allowance for doubtful 1307

accounts of $56

Deferred acquisition costs 45212

Deferred compensation 3074

Secured demand note receivable from Parent 20000

Equipment and sofiware less accumulated

depreciation and amortization of $758 3182

Total assets 142232

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses

Due to affiliates 32167

Accrued salaries and employee benefits 7493

Other accruals 1720

Deferred income taxes net 4464

45844

Liabilities subordinated to the claims of general creditors 20000

Stockholders equity

Common stock $.01 par value per share

Authorized issued and outstanding shares 100

Additional paid in capital 70112

Retained earnings 6276

Total stockholders equity 76388

Total liabilities and stockholders equity 142232

See accompanying notes



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Organization and Significant Accounting Policies

Organization

RiverSource Distributors Inc the Company is incorporated under the laws of the state of

Delaware The Company is wholly owned subsidiary of Ameriprise Financial Inc the Parent

The Company is an introducing broker-dealer registered with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulatory Authority F1NRA
and the Securities Investor Protection Corporation SIPC

The Company provides underwriting and distribution services for financial products of affiliated

companies including the RiverSource Funds and RiverSource Variable Insurance Products

Basis of Financial Statement Presentation

The preparation of the statement of financial condition in conformity with accounting principles

generally accepted in the United States requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities These accounting estimates reflect the best judgment of management and actual

amounts could differ

Significant Accounting Policies

Cash and Cash Equivalents Cash equivalents include time deposits and other highly liquid

investments with original maturities of 90 days or less

Fair Value of Financial Instruments Substantially all of the Companys financial assets and

liabilities are carried at fair value or at amounts which because of their short-term nature and

based on market interest rates available to the Company on December 31 2008 approximate fair

value

Deferred Acquisition Costs Commissions and other direct variable distribution costs are paid to

affiliates and outside distributors by the Company in connection with the sales of certain

investment products and are deferred Such deferred acquisition costs DAC are amortized over

the estimated revenue generating lives of the related products When the clients investment is

redeemed any remaining deferred acquisition costs are immediately recognized as expense in

conjunction with the collection of contingent deferred sales charge

Equipment and Software Equipment and software are carried at cost less accumulated

depreciation and amortization The Company capitalizes certain costs to develop or obtain

software for internal use The Company generally uses the straight-line method of depreciation

and amortization over period ranging from three to ten years



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Organization and Significant Accounting Policies continued

Income Taxes The Companys provision for income taxes represents the net amount of income

taxes that the Company expects to pay or to receive from various taxing jurisdictions in

connection with its operations The Company provides for income taxes based on amounts that

the Company believes it will ultimately owe taking into account the recognition and

measurement for uncertain tax positions Inherent in the provision for income taxes are estimates

and judgments regarding the tax treatment of certain items

Recently Issued Accounting Standards

In January 2009 the Financial Accounting Standards Board FASB issued FASB Staff

Position FSP Emerging Issues Task Force EITFNo 99-20-1 Amendments to the

Impairment Guidance of EITF Issue No 99-20 FSP EITF 99-20-1 FSP EITF 99-20-1

amends the impairment guidance in EITF 99-20 to be more consistent with other impairment

models used for debt securities FSP EITF 99-20-1 is effective prospectively for reporting

periods ending after December 15 2008 The adoption of FSP EITF 99-20-0 did not have

material effect on the Companys financial condition

In October 2008 the FASB issued FSP FAS 157-3 Determining the Fair Value of Financial

Asset When the Market for That Asset Is Not Active FSP 157-3 which was effective upon

issuance including prior periods for which financial statements have not been issued FSP 157-3

clarifies the application of SFAS No 157 Fair Value Measurements SFAS 157 in market

that is not active and provides an example of key considerations to determine the fair value of

financial assets when the market for those assets is not active The adoption of FSP 157-3 did not

have material effect on the Companys financial condition

In September 2006 the FASB issued SFAS No 157 which defines fair value establishes

framework for measuring fair value and expands disclosures about fair value measurements

SFAS 157 applies under other accounting pronouncements that require or permit fair value

measurements Accordingly SFAS 157 does not require any new fair value measurements The

provisions of SFAS 157 are required to be applied prospectively as of the beginning of the fiscal

year in which SFAS 157 is initially applied except for certain financial instruments as defined in

SFAS 157 that require retrospective application Any retrospective application will be

recognized as cumulative effect adjustment to the opening balance of retained earnings for the

fiscal year of adoption The Company adopted SFAS 157 effective January 2008 The

adoption of SFAS 157 did not have material effect on the Companys financial condition

In accordance with FSP FAS 157-2 Effective Date of FASB Statement No 157 FSP 157-

the Company will defer the adoption of SFAS 157 until January 2009 for all non-financial

assets and non-financial liabilities except for those that are recognized or disclosed at fair value



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Recently Issued Accounting Standards continued

in the financial statements on recurring basis See Note for additional information regarding

the fair value of the Companys assets and liabilities

Fair Values of Assets and Liabilities

Effective January 2008 the Company adopted SFAS 157 which defines fair value establishes

framework for measuring fair value and expands disclosures about fair value measurements

SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date that is

an exit price The exit price assumes the asset or liability is not exchanged subject to forced

liquidation or distressed sale Assets and liabilities reported at fair value are classified using

three-level hierarchy Level is for unadjusted quoted prices for identical assets or liabilities in

active markets that are accessible at the measurement date Level is for prices or valuation

based on observable inputs other than quoted prices in active markets for identical assets and

liabilities Level is for prices or valuations that require inputs that are both significant to the

fair value measurement and unobservable

The Companys cash equivalents consisting of mortgage backed securities are classified as

Level and are measured at amortized cost which is reasonable estimate of fair value because

of the short time between the purchase of the instrument and its expected realization

The following table presents the balances of assets and liabilities measured at fair value on

recurring basis

December 31 2008

Level Level Level Total

Assets

Cash equivalents 43499 43499

Total assets at fair value 43499 43499

During the reporting period there were no assets or liabilities measured at fair value that were

Level and there were no material assets or liabilities measured at fair value on nonrecurring

basis

Fair Value of Financial Instruments Substantially all of the Companys financial assets and

liabilities are carried at fair value or at amounts which because of their short-term nature and

based on market interest rates available to the Company at December 31 2008 which are

reasonable estimates of fair value



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Secured Demand Notes Receivable and Subordinated Liabilities

At December 31 2008 the Company has secured demand note collateral agreement with the

Parent for $20000 The interest-free secured demand note receivable was secured by securities

with an aggregate market value of $21508 at December 31 2008

The Company has interest-free subordinated liabilities pursuant to the secured demand note

collateral agreement The collateral and related subordinated liabilities have been approved by

FINRA Therefore the borrowings are available in computing net capital under the SECs
Uniform Net Capital Rule To the extent that such borrowings are required for the Companys
continued compliance with minimum net capital requirements they may not be repaid

The secured demand note and subordinated liabilities are between related parties and bear no

interest therefore the estimated fair value of these financial instruments is not meaningful and

has not been disclosed The secured demand note collateral agreement is due to mature on

February 28 2011

Net Capital Requirements

The Company is subject to the net capital requirements of FINRA and the Uniform Net Capital

requirements of the SEC under Rule 15c3-1 FINRA and the SEC requirements also provide that

equity capital may not be withdrawn or cash dividends paid if certain minimum net capital

requirements are not met At December 31 2008 the Company had net capital of $41309
which was $41059 in excess of the amount required to be maintained

Income Taxes

The Company files consolidated income tax return with the Parent which includes the Parent

and all of its non-life insurance subsidiaries The provision for current income taxes is

determined on separate entity basis except that any benefit for losses is recognized only to the

extent that they can be utilized in the consolidated return It is the policy of the Parent to

reimburse subsidiaries for any current tax benefits recognized Deferred income taxes are

recorded to reflect the tax coiisequences on future years of temporary differences between the tax

bases of assets and liabilities and their financial reporting amounts at each year-end State taxes

are allocated to subsidiaries based on apportionment factors

The Company had payable to the Parent for federal income taxes of $135 at December 31
2008



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Income taxes continued

Significant components of the Companys deferred income tax assets and liabilities as of

December 31 2008 are as follows

Deferred income tax assets

State income taxes 96

Total deferred income tax assets 96

Deferred income tax liabilities

Deferred acquisition and bonuses 3487
Internally developed software 1042
Deferred compensation and bonuses 32
Other

Total deferred income tax liabilities 4560
Net deferred income tax liability 4464

The Company is required to establish valuation allowance for any portion of the deferred

income tax assets that management believes will not be realized In the opinion of management

it is more likely than not that the Company will realize the benefit of the deferred income tax

assets and therefore no such valuation allowance has been established

The Company adopted FIN 48 as of January 2007 There was no impact of adopting FiN 48

on the Companys financial statements

There were no interest or penalties accrued for uncertain tax benefits as of January 2008 and

December 31 2008

Related-Party Transactions

The Company provides various services to other affiliates and is compensated for these services

pursuant to various agreements with the affiliates to which the services are provided The most

significant activity includes providing distribution services for mutual funds and insurance

products sold through an affiliated field force and outside distributors Distribution fees include

point-of-sale fees such as front-load mutual fund fees and asset-based fees that are generally

based on contractual fee as percentage of assets such as 2b- fees Additionally

distribution fees also include fees received under marketing support agreements for sales of

proprietary mutual funds The Company also provides wholesaling services to its affiliates

which includes planning and coordination of wholesaling activities providing product sales and

educational support and maintaining staff to support these services



RiverSource Distributors Inc

Notes to Statement of Financial Condition

in thousands

Related-Party Transactions continued

The Company participates in the Parents 2005 Incentive Compensation Plan Employees are

eligible to receive incentive awards including stock options restricted stock awards RSA5
restricted stock units RSUs performance shares and similar awards designed to comply with

the applicable federal regulations and laws of jurisdiction In 2008 the Company prepaid the

Parent $2657 for RSAs granted Prepaid RSAs are amortized into expense over the periods in

which they are earned

The Company participates in the Parents Retirement Plan the Plan which covers all permanent

employees age 21 and over who have met certain employment requirements Contributions to the

Plan are based on participants age years of service and total compensation for the year Funding

of retirement costs for the Plan complies with the applicable minimum funding requirements

specified by the Employee Retirement Income Security Act ERISA

The Company also participates in the defined contribution pension plans of the Parent that cover

all employees who have met certain employment requirements The Companys contributions to

the plans are percentage of either each employees eligible compensation or basic

contributions

The Company participates in the defined benefit health care plans of the Parent that provide

health care and life insurance benefits to retired employees and retired financial advisors The

plans include participant contributions and service related eligibility requirements Upon

retirement such employees are considered to have been employees of the Parent
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