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Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 07/01/09 AND ENDING 06/30/10
MM/DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: Aquila Distributors, Inc. OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
FIRM I.D. NO.
380 Madison Avenue, Suite 2300
(No. and Street)
New York New York 10017
(City) (State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Robert Driessen 212-697-6666

(Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Linder & Linder
(Name — if individual, state last, first, middle name)
8 Chatham Place Dix Hills New York 11746
(Address) (City) (State) (Zip Code)
CHECK ONE:

Certified Public Accountants
{0 Public Accountant
[0 Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5 (e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.
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OATH OR AFFIRMATION

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

Aquila Distributors, Inc. , as
of _June 30, , 2010, are true and correct. I further swear (or affirm) that

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

—_ )

, . L — /)

PAMELA C. ROSE Signature
Notary Public - State of New York . . .
No. 01RO6089026 Senior Vice President
Qualified in New York County Title

My Commission Expires March 17, 2007 /7

Notary Public

—

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes of Cash Flows.

(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 15¢3-3.

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

(j) 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
consolidation.

(I) 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.

(o) Independent Auditors’ Report on Internal Accounting Control.

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



Aquila Distributors, Inc.

Statement of Financial Condition
June 30, 2010

The Company’s Statement of Financial Condition as of
June 30, 2010 is available for examination at the office
of the Company and at the Regional Office of the
Securities and Exchange Commission.



LINDER & LINDER B Certified Public Accountants

8 Chatham Place, Dix Hills, NY 11746 (631) 462-1213 Fax (631) 462-8319

Thomas Linder
Gail Linder

Independent Auditors' Report

To the Board of Directors and Stockholders
Aquila Distributors, Inc.

We have audited the accompanying statement of financial condition of Aquila Distributors, Inc.
(the “Company”) as of June 30, 2010 that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 statement referred to above presents fairly, in all material respects,
the financial position of Aquila Distributors, Inc. at June 30, 2010, in conformity with accounting
principles generally accepted in the United States of America.

LA

Dix Hills, N.Y.
August 18, 2010



Aquila Distributors, Inc.
Statement of Financial Condition

June 30, 2010
Assets
Cash and cash equivalents $ 715,908
Commissions receivable 34,984
Due from funds 531,945
Prepaid expenses 13,227
Prepaid taxes 18,000
Marketable securities, at market 5,334
Total assets $ 1,319,398

Liabilities and Stockholders' Equity

Liabilities
Commissions payable $ 471,767
Accounts payable and accrued expenses 42,809
Taxes payable 25,918
Total liabilities 540,494
Subordinated Borrowings 40,000
Stockholders' Equity
Common stock, no par value, 200 shares authorized, issued and outstanding 7,000
Additional paid-in capital 268,000
Retained earnings : 463,904
Total stockholders' equity 738,904
Total liabilities and stockholders' equity $ 1,319,398

The accompanying notes are an integral part of these financial statements.
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Aquila Distributors, Inc.
Notes to Financial Statement
June 30,2010

1. Organization

Aquila Distributors, Inc., (the "Company"), is a registered broker and dealer in securities
under the Securities Exchange Act of 1934. The Company acts as the exclusive distributor
of shares in municipal and corporate bond funds, equity funds, and money market mutual
funds for its affiliate, Aquila Investment Management LLC, ("Aquila Management"),
which serves as manager and administrator and, with certain funds, as investment adviser.
The Company and Aquila Management are under common ownership and certain officers
and directors of the Company are also officers, trustees and stockholders of the above
mentioned affiliate and the affiliated mutual funds.

Commission Income

The Company, as the exclusive distributor, receives commission income from the sale of
affiliated mutual fund shares including underwriting fees and broker commissions from
mutual fund trades processed by the Company. Both underwriting fees and commissions
are based upon a percentage of the sales price of the shares sold, which percentage varies
with the amount of the purchase. Income is recognized on the trade date basis, which is the
date of sale of the mutual fund shares.

For the year ended June 30, 2010, all commission income earned by the Company was
from the sale of shares of the affiliated funds.

Clearance of Mutual Fund Shares

The Company is a member of Fund/Serv, a facility offered to registered broker/dealers for
the clearance of purchases and redemptions of mutual fund shares by member financial
institutions. Pursuant to arrangements with the affiliated mutual funds and their bank, the
Company does not hold cash or securities from Fund/Serv nor does it owe money or
securities to the affiliated mutual funds for the liabilities associated with such funds or
securities. All fund shareholder records are maintained by BNY Mellon Investment
Servicing (formerly PNC Global Investment Servicing), as transfer and shareholder
servicing agent for the affiliated mutual funds.

2. Summary of Significant Accounting Policies

Cash Equivalents
The Company considers all money market accounts and all highly liquid instruments
purchased with original maturities of three months or less to be cash equivalents.

Income Taxes

Deferred income tax assets and liabilities are computed annually for differences between
the financial statement and tax basis of assets and liabilities that will result in taxable or
deductible amounts in the future based on enacted tax laws and rates applicable to the
periods in which the differences are expected to affect taxable income. Valuation



Aquila Distributors, Inc.

Notes to Financial Statement
June 30, 2010

allowances are established when necessary to reduce deferred tax assets to the amount
expected to be realized. Income tax expense is the tax payable or refundable for the period
plus or minus the change during the period in deferred tax assets and liabilities.

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.

3. Related Party Transactions

As discussed in Note 1, Aquila Management serves as the manager and administrator and
in some instances, investment adviser to the various funds for which the Company serves
as the exclusive distributor. In connection with its services to the funds, the Company is
provided with office space and certain other services by Aquila Management. Costs for
various shared services are reimbursed to Aquila Management. For the year ended June
30, 2010, the Company made payments to Aquila Management of $248,895 for shared
services and reimbursements. In addition, for the year ended June 30, 2010, the Company
charged Aquila Management a shareholder services, marketing, professional and support
services fee, “Shareholder Services Fee”, in the amount $300,000.

At June 30, 2009 the Company and Aquila Management entered into a Purchase and Sale
Agreement, whereby, the Company from time to time may sell purchased receivables
related to each fund to Aquila Management. For the fiscal year ended June 30, 2010,
Aquila Management purchased receivables in the amount of $579,548, at a cost of
$515,000 with a discount on these transactions in the amount of $64,548.

At June 30, 2010, inter-company balances are: cash equivalents $50,668, commissions
receivable $21,552 and due from funds $528,485.

For the year ended June 30, 2010, the Company has made payments to another affiliated
party for consulting services in the amount of $14,000.

4. Net Capital Requirements

The Company is subject to the uniform net capital requirements of Rule 15¢3-1 of the
Securities and Exchange Commission Act, as amended, which requires a broker-dealer to
have, at all times, sufficient liquid assets to cover indebtedness. In accordance with the
rule, the Company is required to maintain defined minimum net capital of the greater of
$25,000 or 1/15 of aggregate indebtedness.
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6.

At June 30, 2010, the Company had net capital, as defined, of $213,919, which exceeded
the required minimum net capital of $36,033 by $177,886. Aggregate indebtedness at June
30, 2010 totaled $540,494. The ratio of aggregate indebtedness to net capital was 2.5 to 1.

Additionally, National Securities Clearing Corporation requires a broker-dealer to have
$50,000 in excess net capital over the minimum net capital requirement imposed by the
Securities and Exchange Commission. The Company exceeded this requirement by
$127,886.

Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business, the Company’s customer activities involve the execution,
settlement, and financing of various securities transactions. These activities may expose
the Company to off-balance-sheet credit risk in the event the customer or other party is
unable to fulfill its contractual obligations.

The uncertain financial market could adversely affect the Company’s business.

The Company may, from time to time, have cash in excess of FDIC insured limits and is
exposed to the credit risk resulting from this concentration of cash.

Subsequent Events

In preparing these financial statements, the Company has evaluated events and transactions
for potential recognition or disclosure through the date the financial statements were issued.
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SECURITIES INVESTOR PROTECTION CORPORATION
805 FIFTEENTH STREET, N.W,, SUITE 800
WASHINGTON, D.C. 20005-2215
(202) 371-8300 FAX (202) 371-6728
WWW.SIPC.ORG

TO:  Securities Brokers and Dealers Who Claimed Exclusion From SIPC Membership for the
Calendar Year Ended December 31, 2009 under Section 78ccc(a)(2)(A)(ii) of the
Securities Investor Protection Act of 1970 (“SIPA”)

SIPC-3, Certification of Exclusion From Membership, must be filed at the beginning of each
calendar year by persons excluded from SIPC membership pursuant to SIPA Section

78ccc(a)(2)(A)(i1).

The enclosed SIPC-3 is provided for your use in the event that you intend to continue to claim
exclusion from membership in SIPC because you expect your business as a broker-dealer, during the
2010 calendar year, to continue to consist exclusively of one or more of the categories listed on that

form.

The completed form should be mailed in the enclosed return envelope, no later than January
31, 2010.

In the event of any change in your business that would terminate your exclusion from
membership in SIPC, you must immediately give SIPC written notice so that data concerning STPC
membership and assessments can be mailed to you.

Sincerely,

SECURITIES INVESTOR PROTECTION CORPORATION

Enclosures:  SIPC-3
return envelope

XA\SIPC_DOCWMEMB_DOC\CORRESPACVRLTR3. WPD
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DLEC -3

Securities Investor Protection Corporation

~805 T5th Street NW, Suite 800

Washington, DC :20005-2215

Forwarding and Address Correction Requested
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AQUILA DISTRIBUTORS INC

380 MADISON AVENUE STE 2300
NEW YORK, NY 10017-2513
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Check appropriate’ bexes.

| ] (1) its principal business, in the determination of SIPC, taking into account business of
“. - affiliated entities, is conducted outside the United States and ifs territories and possessions;*

(i) it businessas 4 broker dealer is expected to consist exclusively of:
%._ ) the dlsmbutmn of shares of registered open end investment companies or unit investment trusts;
| () the sale of variable anauitics;
] (HI)the business of ingurdnce;

] (IV)the business of rendering investment advisory services to one or more registered
mvestment compames or insurance company separaté accounts;

3 (i) it effects transactwns ing curxty futures prodicts only;

;f thls form (detaﬂed below).
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Securities Investor Protection Corporation
805 15th Street NW, Suite 800
Washington, DC 20005-2215
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OCLAIMS EXCLUSION FROM MEN[BERSHIP IN THE SECURITIES

FY 2010

I any,broke or dealer has 1ﬁco : ectly ﬁled a Qlalm for exclusmn from membershlp in the Corpora’uon such broker or

terest at the rats
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In the event of any subsequent change in the business of the undersxgned broker-d'ealer that wOuId terminate such broker-dealer's

exclusion from membership in SIPC pursuant to section 78cce(a)(2)(A)(i) of the SIPA, the undersigned broker-dealer will immediately

give SIPC written notice thereof and make payment of all assessments thereafter required under Section78ddd(c) of the SIPA.
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Sign, daté and return the top portion of this form no later than 30 days after the beginning of the year; using the enclosed return envelope.

Retain the bottom portion of this form for a period of not less than 6 years, the latest 2 years in an easily accessible place.




