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Mission

Active Investing to Reflect Your Values
Vision

We are a premier provider of disciplined,
ethical solutions building on our legacy of
superior results.
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Fellow Shareowners:
The value of preparedness is continuity; continuity builds
trust. We at Saturna have prepared for myriad unforeseeable
disasters from building fires to comet strikes, including
pandemic preparations. The business continuity team
integrated global disease scenarios in its playbook for the
first time in 2006 when the SARS virus struck the world with
fear. Not being able to fully imagine how a pandemic would
unravel, we prepared for many simultaneous sick days, short
staffing, and potential work from home situations. We have
heavily relied on this pre-work since March 12, 2020 when
most of our crew began working from their homes rather
than our offices, as a result of the new coronavirus called
COVID-19. The early and substantial investments Saturna
made in equipment and planning presented their value in risk
mitigation and zero down time, far exceeding the expenditures
we’ve made. We are risk managers, and I hope you’ll trust our
process as we move toward recovery with you, our crew, and
the world.
We are pleased to report that Saturna Capital’s revenues are
up slightly for the fiscal year ending June 30, 2020. While
expenses continued their steady march upward, revenues also
increased resulting in an increase in overall profit. Net income
increased 18.2% this year to $7,428,750.
After-tax earnings per share increased 19.3%, from $1.76 to
$2.10.
Tangible shareholder equity grew 9.3% to $61,543,860 or
$17.42 per share. We have $49 million in marketable securities,
nearly all of which is invested in affiliated mutual funds, and
our investment income for the year was $2.5 million. The
equity markets heavily impact our results, and company results
were buoyed by the S&P 500 index climbing another 7.51%
this fiscal year.
Consistent with our Core Values, we have not employed
leverage or borrowed money. Saturna’s success is a function
of many factors but our focus on low-risk value and ethical
investing is attractive to a broad range of investors. Our
investment style steers us toward well-managed companies
with strong balance sheets and reduced leverage, both of
which are survivor’s attributes. This was the 12th year of
paying dividends, and the amount paid increased to 47¢ per
share.
Saturna is committed to providing outstanding investment
value to our clients. We allocate our investment management
responsibilities among an excellent team of qualified
professionals and are engaged in a variety of efforts to
diversify our business. Despite a continuing trend for investors

to shrink their holdings in long-term, actively-managed funds,
our total assets under management increased 3.1%, ending
the year at $4.2 billion. The markets in which we compete
are dominated by firms many times our size, which means we
work tirelessly to benefit our clients with strong investment
returns, increased resources, and reduced fees. Being a
niche firm with diversified products gives us a competitive
advantage compared to other firms our size, however, as we
emerge as a thought leader among Environmental, Social, and
Governance investment practitioners, we capitalize both on
faith-based and sustainable investing opportunities.
To facilitate growth, we are continuously improving
the accessibility of our services to investors and their
advisers; our scalable business infrastructure and ongoing
investments in technology allow us to operate and grow
efficiently. Our largest expense – employee compensation
and benefits – grew 6.9% in the past year as we shared our
profitability among our Crew Members. Charitable giving
continued at 7.5% of pre-tax income. We maintain a focus
on supporting education in our communities which we see
as an investment in the future – and our newest subsidiary,
Saturna Environmental Corporation, substantially increased
its educational activities at the 133-acre mountain lake facility
outside of Bellingham. We also, once again, partnered with our
Crew Members by supporting their donations to a variety of
charities of their choice.
Saturna is a sustainable company and we are proud to express
that through our investment process, our balance sheet, and
our subsidiary companies – as well as through stewardship for
our people, our planet, and our profitability. Saturna’s strong
balance sheet continues to provide stability and sustainable
advantages by increasing investment income and the
resources we need to diversify our business, and by preparing
us for periods of market volatility, as we witnessed this spring.
For the steadfast Crew Members, former Crew Members, and
family members who have stock and / or stock option interests
in Saturna Capital, we express our appreciation.

Nick Kaiser
Chairman

Jane Carten
President
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FY 2020 In Review
December 31, 2019
Assets under management reach
an all-time high of $4,258,685,544

October, 30 2019
June 30, 2019
$4.04 billion in AUM.

Amana Participation Fund reaches
$100 million in assets under
management.

December 16, 2019
Saturna publishes inaugural 2019
Amana Funds Impact Report.

September 24, 2019
Saturna earns three more
IMEA Star Awards.

October 3, 2019
Jane Carten elected to ICI Board
of Governors.

October 9, 2019
Jane Carten appointed to newly
formed SEC Asset Management
Advisory Committee.
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February 18, 2020
Investor’s Business Daily names
Saturna Capital its Best HSAs List
for second year in a row.

June 30, 2020
March 12, 2020

$4.17 billion in AUM.

Due to the novel coronavirus
pandemic, more than 80% of
employees shifted to work-fromhome status.

March 27, 2020
SIT portfolio manager roster
updated.

March 27, 2020
5th Anniversary of Saturna
Sustainable Funds

April 30, 2020
Amana Funds portfolio
manager roster updated.

May 4, 2020
Saturna Bhd wins two Malaysian EPF
(Employee Provident Fund) awards:
Best International Equity Fund
Manager and Best 3-Year ROI.
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REPORT OF INDEPENDENT AUDITORS
To the Shareholders
Saturna Capital Corporation
Report on Financial Statements
We have audited the accompanying consolidated financial
statements of Saturna Capital Corporation (the Company),
which comprise the consolidated balance sheets as of June
30, 2020 and 2019, and the related consolidated statements
of comprehensive income, shareholders’ equity, and cash
flows for the years then ended, and the related notes to the
consolidated financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair
presentation of these consolidated financial statements in
accordance with accounting principles generally accepted
in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant
to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these
consolidated financial statements based on our audits. We
conducted our audits 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 consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation
of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of
the consolidated financial statements.
We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the consolidated financial statements referred
to above present fairly, in all material respects, the financial
position of Saturna Capital Corporation as of June 30, 2020 and
2019, and the results of its operations and its cash flows for the
years then ended in accordance with accounting principles
generally accepted in the United States of America.

Bellingham, Washington
September 8, 2020
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Consolidated Balance Sheets
June 30,
2020

2019

$12,071,337

$9,187,900

-

2,178,122

48,770,312

43,980,939

3,107,223

2,907,413

Income tax receivable

228,592

250,044

Prepaid expenses

500,866

361,675

Other assets

375,379

596,801

Deposits with clearing organization

110,000

110,000

Notes receivable

155,602

221,431

1,440,014

1,491,630

$66,759,325

$61,285,955

$5,215,465

$4,960,093

5,215,465

4,960,093

-

-

250,000

250,000

4,329,986

4,311,904

57,850,271

49,035,734

(886,397)

2,728,224

61,543,860

56,325,862

$66,759,325

$61,285,955

Assets
Cash and cash equivalents
Term deposits with maturities in excess of three months
Investments in marketable securities, at fair value
Receivable from affiliates

Property and equipment, net of accumulated depreciation
Total Assets

Liabilities and Shareholders’ Equity
Liabilities
Accounts payable and accrued expenses
Total liabilities
Shareholders’ Equity
Preferred stock, $100 par, 3,000 authorized,
none outstanding at June 30, 2020 and 2019
Common stock, no par, 6,000,000 shares authorized:
Common stock – voting; issued and outstanding
500,000 and 500,000 shares at June 30, 2020 and 2019
Common stock (class A) – nonvoting; issued and outstanding
3,033,759 and 3,059,049 shares at June 30, 2020 and 2019
Retained earnings
Accumulated other comprehensive income (loss), net of tax
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

Please see the accompanying Notes to Financial Statements.
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Consolidated Statements of Comprehensive Income
Years ended June 30,
2020

2019

$27,612,503

$27,754,302

Mutual fund distribution fees

5,687,738

5,640,391

Other advisory fees

2,228,546

879,611

377,836

321,957

Operating Revenues
Mutual fund advisory fees

Retirement plan administration
Brokerage fees

61,333

47,843

35,967,956

34,644,104

14,083,625

13,177,871

Mutual fund distribution fees

9,121,744

8,949,929

General and administrative

1,432,607

1,742,115

Marketing and advertising

891,184

849,674

State and city taxes

723,405

115,600

Donations

712,026

766,750

Market data and information services

670,517

631,445

Occupancy expenses

508,553

515,194

Professional services

468,875

619,539

Brokerage clearing and trading

247,800

197,348

Depreciation

240,846

252,867

-

775,547

29,101,182

28,593,879

6,866,774

6,050,225

2,521,159

1,481,379

Expenses
Employee compensation and benefits

Proxy-related expenses
Operating Income
Other Income
Investment income
Other

47,988

129,375

2,569,147

1,610,754

Income Before Income Taxes

9,435,921

7,660,979

Total income tax expense

2,007,171

1,376,083

$7,428,750

$6,284,896

$-

$1,887,015

(121,892)

(73,384)

$7,306,858

$8,098,527

Basic net income per share

$2.10

$1.76

Diluted net income per share

$2.10

$1.76

Basic weighted average number of shares outstanding

3,544,695

3,572,579

Diluted weighted average number of shares outstanding

3,544,695

3,572,579

Net Income
Other Comprehensive Income
Unrealized gains on available-for-sale (“AFS”) securities
during the period, net of tax
Foreign currency translation adjustment
Comprehensive Income
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Please see the accompanying Notes to Financial Statements.

Consolidated Statements of Shareholders’ Equity

Balance, June 30, 2018
Common stock repurchased

Common Stock
Outstanding

Common Stock

3,588,748

$4,552,035

(29,699)

Stock-based compensation expense

Retained
Earnings
$44,792,272

Accumulated
Other
Comprehensive
Income (loss)

Total
Shareholders’
Equity

$914,593

$50,258,900

(460,335)

(460,335)

9,869

Adjustment to retained earnings

9,869
56,064

56,064

Comprehensive income:
Net income

6,284,896

Unrealized gain on AFS securities

1,887,015

Foreign currency translation
adjustment

(73,384)

Total comprehensive income

8,098,527

Cash dividends paid
Balance, June 30, 2019
Common stock repurchased

(1,637,163)
3,559,049
(25,490)

Stock-based compensation expense
Shares issued upon option exercise

$4,561,904

$49,035,734

(1,637,163)
$2,728,224

(446,075)

(446,075)

11,908
200

11,908

6,174

Adjustement to retained earnings

$56,325,862

6,174
3,492,729

(3,492,729)

Comprehensive income:
Net income

7,428,750

Foreign currency translation
adjustment

(121,892)

Total comprehensive income

7,306,858

Cash dividends paid
Balance, June 30, 2020

(1,660,867)
3,533,759

$4,579,986

$57,850,271

(1,660,867)
$(886,397)

$61,543,860

Please see the accompanying Notes to Financial Statements.
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Consolidated Statements of Cash Flows
Years ended June 30,
2020
Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation expense
Lease expense
Share-based compensation expense
Adjustment to retained earnings
(Gain) loss on fixed asset disposal
Unrealized gains on marketable securities
Reinvestment of investment income
Provision for deferred taxes
Changes in assets and liabilities:
Receivable from affiliates
Other assets
Income tax receivable
Accounts payable and accrued expenses
Net cash flows from operating activities

2019

$7,428,750

$6,284,896

240,846
2,225
11,908
5,969
(865,514)
(1,612,675)
197,533

252,867
9,869
56,064
(5,197)
(66,974)
(1,375,885)
45,863

(42,244)
17,634
21,452
(43,530)
5,362,354

(564,143)
(106,460)
(36,319)
372,618
4,867,199

Cash Flows From (Used In) Investing Activities
Purchase of property and equipment
Proceeds from sale of property and equipment
Purchase of marketable securities

(245,927)
50,000
(2,375,146)

(178,927)
198
(324,205)

Proceeds from the sale of term deposits
Purchase of term deposits
Grants of notes receivable
Collections of notes receivable
Net cash flows from investing activities

3,062,257
(897,952)
(50,000)
115,829
(340,939)

658,380
(71,297)
(58,140)
66,079
92,088

Cash Flows Used In Financing Activities
Exercise of stock options
Reacquisition of company stock
Cash dividends paid
Net cash flows from financing activities

6,174
(446,075)
(1,660,867)
(2,100,768)

(460,335)
(1,637,163)
(2,097,498)

(37,210)

(5,469)

2,883,437

2,856,320

9,187,900
$12,071,337

6,331,580
$9,187,900

$1,740,000

$1,370,000

$-

$5,000

Effect of exchange rate changes on assets held in foreign currencies
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents, beginning of year
Cash and Cash Equivalents, end of year
Supplemental Disclosure of Cash Flow Information
Cash paid for income taxes
Noncash Investing and Financing Activities
Trade-in value received for disposed vehicle

10 Please see the accompanying Notes to Financial Statements.

Notes to Consolidated Financial Statements
Note 1 – Organization
Saturna Capital Corporation (the “Company” or “Saturna
Capital”), and its Malaysian subsidiary, operate as investment
advisers to three no-load mutual fund schemes – Amana
Mutual Funds Trust and Saturna Investment Trust in the
United States, and unit trust funds operated in Malaysia
– and separately managed accounts. They also provide
administrative, technology, shareowner and retirement
services to their investors. The Company has four wholly
owned subsidiaries:
•

Saturna Brokerage Services, a general broker-dealer that
also provides mutual fund distribution services;

•

Saturna Trust Company, which provides retirement plan
administration services;

•

Saturna Sdn Bhd (Malaysia), a provider of Islamic assetmanagement services to separately managed accounts
and retail unit trusts; and

•

Saturna Environmental Corporation, which operates
Camp Saturna, an environmental education center.

Note 2 – Summary of Significant Accounting Policies
Principles of consolidation – The financial statements
presented herein consolidate the accounts of Saturna Capital
and its subsidiaries. All significant intercompany balances and
transactions have been eliminated in consolidation.
Reclassifications – Certain prior-period amounts have been
reclassified to conform to the current-period presentation.
These reclassifications did not have a material impact on the
financial statements.
Cash and cash equivalents – Saturna Capital considers cash
and cash equivalents to include demand deposits and liquid
investments with maturities of three months or less. Saturna
Capital and its US subsidiaries maintain accounts with two
banking institutions whose cash balances are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000
per depositor. At various times during the reporting period,
balances in Company bank accounts exceeded the federal
insurance limits; however, Saturna Capital has not experienced
any losses with respect to its bank balances in excess of
government-provided insurance, and management believes
that the Company is not vulnerable to excessive risk on its
cash balances. In its fiscal year ended June 2019, the Company
implemented Promontory Interfinancial Network’s Insured
Cash Sweep service on two of its accounts at one banking
institution. This cash-management service allows balances in
those two bank accounts in excess of $250,000 to be covered
under the FDIC insurance umbrella.

Term deposits with maturities in excess of three months
– Term deposits consisted of a deposit at a foreign financial
institution with an original maturity greater than three
months. Term deposits are contracted with an established sale
price, profit rate and profit amount, and are stated at cost. Such
deposits may incur penalties for withdrawal prior to maturity.
Funds held in trust for clients – In its capacity as the
administrator of client 401(k) plans, Saturna Trust Company
deposits client funds in a segregated bank account and
subsequently invests the funds per client instructions. Funds
held in trust for clients totaled $147,258 and $910,938 as
of June 30, 2020 and 2019, respectively. These funds and
the related liabilities are not included in the accompanying
balance sheets, as they are not deemed assets or liabilities of
the Company (i.e., they are held in trust).
Financial instruments – The fair values of cash, investments,
accounts receivable and accounts payable approximate their
carrying values due to the short-term nature of these financial
instruments.
Investment securities – The Company and its US subsidiaries
hold investments, primarily in affiliated mutual funds, that
are measured and reported at fair value. On July 1, 2019,
the Company adopted Accounting Standards Update (ASU)
2016-01, Recognition and Measurement of Financial Assets
and Financial Liabilities, issued by the Financial Accounting
Standards Board (FASB). Under the new standard, changes in
the fair value of equity investments with readily determinable
fair values are recognized in net income. Previously, the
Company accounted for changes in the fair value of availablefor-sale securities in Other Comprehensive Income. Upon
adopting the new standard, the Company recorded a $3.49
million cumulative-effect adjustment to opening retained
earnings. Given the Company’s significant equity security
holdings, the adoption of ASU 2016-01 is expected to increase
net income volatility. The Company will continue to carry its
equity investments at fair value, and there will be no change to
the asset values or total shareholders’ equity that the Company
would otherwise have recorded.
As defined in ASC Topic 820 Fair Value Measurements and
Disclosures, fair value is the price that would be received to sell
an asset, or paid to transfer a liability, in an orderly transaction
between market participants at the measurement date. ASC
820-10 establishes the following hierarchy of inputs to fair
value measurement:
•

Level 1 – quoted prices in active markets for identical
assets that the reporting entity can access at the
measurement date.

•

Level 2 – inputs other than quoted prices included within
Level 1 that are observable for the asset, either directly or
indirectly.
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Notes to Consolidated Financial Statements (continued)
•

Level 3 – unobservable inputs for the asset.

The Company considers it reasonable to refer to Level 1 inputs
in measuring the fair value of its investments.
Receivables – Receivables of the Company and its subsidiaries
consist primarily of amounts due from affiliated mutual
funds resulting from mutual fund advisory and distribution
services. Based on the Company’s history of collecting on
such receivables, management has decided to not establish a
reserve for uncollectible receivables.
Property and equipment – Fixed assets are carried at cost,
less accumulated depreciation. For financial-reporting
purposes, depreciation is provided on a straight-line basis over
the estimated useful lives of the assets, which range from three
to 20 years.
In accordance with ASC 360-10, Impairment and Disposal of
Long-Lived Assets, the Company reviews the carrying amount
of long-lived assets for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. The determination of any impairment
generally would include a comparison of the present value of
expected future cash flows anticipated to be generated during
the remaining life with the net carrying value of the asset. No
such impairment losses were recorded by the Company in the
years ended June 30, 2020 and 2019, respectively.
Leases – In February 2016, the FASB issued ASU 2016-02,
Leases (Topic 842), replacing ASC Topic 840, Leases, with
updated guidance on accounting for leases. The new standard
requires a lessee to recognize assets and liabilities arising from
most operating leases. Public business entities must apply
the new standard for fiscal years beginning after December
15, 2018; accordingly, the new standard was adopted by
Saturna Brokerage Services in its fiscal year ended June 30,
2020. Saturna Capital, Saturna Trust Company and Saturna
Environmental Corporation will adopt the new standard in
their fiscal years ending June 30, 2022.
The new standard allows lessees to elect to not capitalize
short-term leases and instead account for them as executory
contracts. Short-term leases are defined as having a maximum
lease term of 12 months or fewer and do not include an
option to purchase the underlying asset that the lessee is
reasonably certain to exercise. The accounting policy election
for short-term leases must be made by class of underlying
asset. Saturna Brokerage Services has elected to not
recognize a right-of-use asset and liability related to its lease
of office space from a related party (see Note 5, Related-Party
Transactions).
Saturna Sdn Bhd (Malaysia) adopted Malaysian Financial
Reporting Standards (MFRS) 16 Leases using the modified
retrospective approach and did not make any adjustments to
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retained earnings upon its transition to the new standard. The
entity recorded a right-of-use asset and corresponding lease
liability related to a lease of office space that was not material
to the financial statements.
Revenue recognition – The FASB issued ASU 2014-09, Revenue
from Contracts with Customers (Topic 606), to supersede the
revenue-recognition rules of Topic 605 and most industryspecific guidance in the Industry Topics of the Codification.
The standard was effective for public companies for annual
reporting periods beginning after December 15, 2017;
accordingly, Saturna Brokerage Services adopted this standard
on July 1, 2018 using the modified retrospective approach.
The Company’s main revenue stream, mutual fund distribution
fees, is computed based on the daily net assets of the affiliated
mutual funds paying such distribution fees. Under previous
GAAP, such revenue could be recognized only to the extent
that such fees had been received. Upon adopting the new
standard, the Company recognizes such revenue on an
accrual basis, and to the extent the Company has satisfied its
performance obligations. As a result of the adoption, Saturna
Brokerage Services decreased its accumulated deficit by
$56,064, an amount related to revenue arising in June 2018
but which had not been received as of the end of the 2018
fiscal year. Brokerage commission fees and other income
are accrued based on the clearing and settlement activities
reported by Pershing, the Company’s clearing broker, in its
monthly statement of activity.
Saturna Capital, Saturna Trust Company and Saturna
Environmental Corporation adopted the new standard in
their fiscal years ending June 30, 2020 using the modified
retrospective method. The Company assessed its revenue
streams and did not identify any material changes to the
timing or amount of revenue recognized under ASU 2014-09.
Saturna Capital and its subsidiaries record nearly all of their
revenues from providing advisory and shareowner services
to three affiliated mutual fund trusts. Mutual fund advisory
revenue is accrued daily as a percentage of assets under
management. Shareowner servicing fees are charged based
on the number of active shareowner accounts serviced.
Any performance-based adjustments to management fees
are shown as revenues on a daily, monthly or annual basis
depending upon the client’s agreement. Separately managed
accounts are billed in arrears after the end of each quarter,
based on account value at the end of the quarter.
Investment income is recognized during the month in
which any dividends are transferred to company investment
accounts. Such income also includes unrealized gains or losses
on marketable equity securities arising from market action
during the reporting period.

Notes to Consolidated Financial Statements (continued)
The sponsors of 401(k) plans administered by the Company are
subject to an annual fee for such services charged in arrears
and recognized as revenue after the Company has satisfied
its obligation to the customer. In addition, plan participants
are charged a percentage of their investments in non-Saturna
funds; such charges amount to 10 basis points per quarter
and are billed in arrears. The initiation and maintenance of
loans within participant accounts are subject to fees that are
recognized at the time of the transaction or charged in arrears.
Income taxes – The Company and its US subsidiaries file
a consolidated federal income tax return. The Company
recognizes the tax benefit from uncertain tax positions only if
it is more likely than not that the tax positions will be sustained
on examination by tax authorities, based on the technical
merits of the positions. The tax benefit is measured based on
the largest benefit that has a greater than 50% likelihood of
being realized upon ultimate settlement. Management has
analyzed the Company’s position taken on federal income
tax returns for all open tax years and has concluded that
no adjustments are required in the financial statements.
Malaysian income taxes are filed and paid separately, and
the Company’s subsidiary may benefit from special local
provisions.
Advertising costs – The Company expenses advertising and
marketing costs when incurred.
Foreign currency translation – Saturna Sdn Bhd’s assets
and liabilities are translated from the subsidiary’s functional
currency, the Malaysian ringgit, into US dollars using the
exchange rate on the balance sheet date. Shareholder equity
accounts are translated at historical exchange rates. Revenue
and expense account balances are translated at average
monthly rates over the reporting period.

Accumulated Other Comprehensive Income (AOCI) – The
Company records comprehensive income (net income and
other comprehensive income) in its Consolidated Statements
of Comprehensive Income. Other comprehensive income
consists of foreign currency translation adjustments. Prior
to the adoption of ASU 2016-01, the Company recorded
unrealized gains or losses on available-for-sale securities in
other comprehensive income.
Use of estimates – The consolidated financial statements
presented herein have been prepared in accordance with
accounting principles generally accepted in the United
States of America. These principles require management to
make estimates and assumptions that affect the amount of
assets and liabilities reported on the balance sheet date; the
disclosure of contingent assets and liabilities; and the amounts
of revenues and expenses reported during the period. Actual
results could differ from those estimates.
Risks and uncertainties – In March 2020, the World Health
Organization declared the outbreak of a novel coronavirus
(COVID-19) as a pandemic. Since that time, the disease has
continued to spread globally. While the disruption of the
global economy is currently expected to be temporary, there is
uncertainty around the duration of the pandemic. Therefore,
the effects of the pandemic upon the Company’s business,
financial position, results of operations and cash flows cannot
be reasonably estimated at this time.
Earnings per share – Basic earnings per share (EPS) is
calculated by dividing net income by the weighted average
number of shares outstanding for the reporting period. The
computation of diluted earnings per share reflects the EPS
dilution that would occur if all currently outstanding in-themoney stock options were exercised.
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Notes to Consolidated Financial Statements (continued)
Note 3 – Assets Under Management
As of June 30, 2020 and 2019, Saturna Capital reported assets under management as follows:
June 30,
2020
Amana Income Investor
Amana Income Institutional

$841,965,863

546,433,963

498,032,633

1,332,756,540

1,344,777,369

906,207,783

773,723,095

Amana Developing World Investor

13,855,390

16,071,442

Amana Developing World Institutional

20,778,746

16,247,758

Amana Participation Investor

18,663,903

21,050,092

107,102,493

59,926,217

4,397,340

3,888,650

Sextant Growth Z

44,945,718

38,135,751

Idaho Tax-Exempt

14,288,442

13,715,608

Sextant Bond Income

13,696,735

11,525,047

Sextant Short-Term Bond

11,483,082

10,739,825

Sextant International Investor

50,766,375

68,881,766

Sextant International Z

23,902,944

29,640,234

Sextant Core

17,313,701

14,875,698

Sextant Global High Income

8,466,527

9,851,361

Saturna Sustainable Equity

11,563,323

6,271,007

Saturna Sustainable Bond

27,885,907

30,882,544

Separately managed accounts (US)

166,117,485

147,644,295

Saturna Sdn Bhd (Malaysia) managed assets

100,583,494

86,319,771

$4,168,482,682

$4,044,166,026

Amana Growth Investor
Amana Growth Institutional

Amana Participation Institutional
Sextant Growth Investor

Assets under management
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Notes to Consolidated Financial Statements (continued)
Note 4 – Investments in Marketable Securities
As of June 30, 2020 and 2019, the Company held investments with fair values and cost basis presented below. As
of those dates, there were two and five securities in an unrealized loss position for 12 months or more. Because it is
more likely than not that the Company will hold these investments until a market price recovery, these investments
are not considered other-than-temporarily impaired. Prior to the adoption of ASU 2016-01, the Company classified its
equity securities as trading or available-for-sale.
Cost
Unrealized gains (Unrealized losses)
Fair value
Equity securities at fair value

$43,250,329

$6,336,263

$(816,279)

$48,770,312

Total at June 30, 2020

$43,250,329

$6,336,263

$(816,279)

$48,770,312

Trading

$1,427,588

$131,772

$(1,563)

$1,557,797

Available-for-sale

37,898,881

5,018,127

(493,866)

42,423,142

$39,326,469

$5,149,899

$(495,429)

$43,980,939

Total at June 30, 2019

Investment income includes dividend and interest income; capital gain distributions; realized gains or losses on the
sale of securities; and unrealized gains or losses on securities at fair value. Prior to adopting ASU 2016-01, the only
unrealized gains and losses included in investment income were those related to trading security holdings (and not
available-for-sale securities).

Dividend income
Capital gain distributions
Interest income
Profits on term deposits (non-US)
Unrealized gains on marketable securities
Unrealized gains on trading securities
Total

Years ended June 30,
2020
2019
$685,662
$702,742
871,013
575,823
5,162

6,805

93,808

129,035

865,514
$2,521,159

66,974
$1,481,379

The Company recorded a cumulative-effect $3.5 million decrease to Accumulated Other Comprehensive Income
(AOCI) and a corresponding increase to retained earnings for the amount of unrealized gains, net of tax, as of the
beginning of the 2020 fiscal year. Changes in AOCI by component for the year ended June 30, 2020 were as follows:

Balance as of June 30, 2019
Change in OCI before reclassifications
Amounts reclassified from AOCI
Other comprehensive income
Balance as of June 30, 2020

Net unrealized
gains (losses) on
AFS securities
$3,492,729
(3,492,729)
$$-

Foreign currency
translation
adjustment
$(764,505)
(121,892)
$(121,892)
$(886,397)

Accumulated other
comprehensive income
(loss), net of tax
$2,728,224
(121,892)
(3,492,729)
$(121,892)
$(886,397)
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Notes to Consolidated Financial Statements (continued)
Note 5 – Related-Party Transactions
Saturna Capital provides investment advisory services and certain other administrative and distribution services and
facilities to Amana Mutual Funds Trust and Saturna Investment Trust. For such services, Saturna Capital receives an
advisory fee equal to a percentage of each fund’s average daily net assets. The Amana Mutual Funds Trust advisory
fee schedule in place for the 2020 and 2019 fiscal years was as follows:
Jan. 1, 2018 May 31, 2019

Jun 1, 2019 June 30, 2020

first $1 billion of a fund's average daily net assets
next $1 billion of a fund's average daily net assets
assets in excess of $2 billion

0.85%
0.75%
0.65%

0.80%
0.70%
0.60%

Amana Participation Fund

0.50%

0.50%

Amana Income, Growth and Developing World funds

For funds in the Saturna Investment Trust, the base fee for the Sextant funds is 0.50% of average daily net assets
before performance adjustments. The fee for Idaho Tax-Exempt Fund is 0.50% of average daily net assets. The fee for
Saturna Sustainable Bond Fund is 0.55% and for Saturna Sustainable Equity Fund is 0.65% of average daily net assets.
For the years ended June 30, 2020 and 2019, respectively, Saturna Capital earned mutual fund advisory fees of
$27,612,503 and $27,754,302. For the Trusts, Saturna Capital also provides transfer agent services, Saturna Trust
Company renders retirement plan administration, and Saturna Brokerage Services provides underwriting and
brokerage services. Saturna Brokerage provides trade execution services to Saturna Capital’s private accounts and
affiliated mutual funds without commission charges.
Saturna Brokerage Services acts as the distributor for Amana Mutual Funds Trust under a Rule 12b-1 distribution
plan. Under the plan, Saturna Brokerage Services recorded income of $5,293,648 and $5,300,231 from Amana Mutual
Funds Trust in the years ended June 30, 2020 and 2019. A total of $8,619,260 and $8,500,094 was expensed with
respect to distributing the Amana funds (including both the Investor and Institutional share classes) in the 2020
and 2019 fiscal years. Of this amount, $3,325,613 and $2,699,637 was reimbursed during the respective periods by
Saturna Capital per the two companies’ expense-sharing understanding.
Saturna Brokerage Services also acts as the distributor for the nine mutual funds of Saturna Investment Trust. Under
a Rule 12b-1 plan, Saturna Brokerage Services collects distribution fees from two of the funds, and for which the
Company recorded income of $172,093 and $124,473 in the years ended June 30, 2020 and 2019. A total of $394,275
and $326,079 was expensed for distributing the nine funds in the respective periods, of which $222,182 and $144,263
was reimbursed by Saturna Capital. Marketing and other expenses related to distributing the funds are recorded on
the books of Saturna Capital.
For its main office, Saturna Capital leases buildings and a parking lot owned in a trust for the children of Mr. Nicholas
Kaiser, cofounder and Chairman of Saturna Capital. Rent expense for these facilities for the years ended June 30, 2020
and 2019 was $323,558 and $280,737. The Company or its subsidiaries also leased space from unrelated entities in
Henderson, Nevada and Kuala Lumpur, Malaysia.
As part of Saturna Capital’s succession planning, Mr. Kaiser exchanged 235,383 voting shares for non-voting shares
with his daughter, Mrs. Jane Carten, the Company’s President and Chief Executive Officer, in a transaction on
September 24, 2018. Mrs. Carten’s purchase, which gave her a majority of the voting shares, was treated as a “change
of control” of Saturna Capital and thus resulted in the “assignment” (as defined in the Investment Company Act of
1940) and automatic termination of each affiliated mutual fund’s advisory contract. Therefore, the shareowners
of each fund were asked to approve new advisory agreements to take effect on that date. The costs of drafting
and distributing the related proxy solicitations, which amounted to $775,547 in the 2019 fiscal year, were borne by
Saturna Capital.
Due to her common stock ownership following this transaction, Mrs. Carten is deemed to be the Company’s
controlling person. She is a director of Saturna Capital, Saturna Brokerage Services, Saturna Trust Company, Saturna
Environmental Corporation and Saturna Sdn Bhd, and is also president (and a trustee) of Saturna Investment Trust.
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Notes to Consolidated Financial Statements (continued)
As of June 30, 2020 and 2019, 10 and 15 employees, respectively, held loans granted under the terms of the
Company’s Homebuyer Loan Assistance Program. The loans are secured by each employee’s home and have 10-year
terms, unless accelerated under the provisions of the underlying notes. Other conditions also apply. The combined
principal balances on employee home loans at June 30, 2020 and 2019 amounted to $155,602 and $221,431.

Note 6 – Stock-Based Compensation
Under the terms of the Company’s Stock Option Plan, stock options are granted each July 1 to full-time employees
having completed at least one uninterrupted year of service. The options, which can be exercised to purchase Class A
(non-voting) stock, have a contractual term of five years and are subject to a four-year, graded-vesting arrangement.
The Stock Option Plan also empowers the Board of Directors, as the Plan administrator, to award options at its
discretion. On July 1, 2019, 129,000 stock options were granted with the exercise prices stated below.
Granted to optionees
with >10% shareholding

Granted to optionees
with <10% shareholding

Number of options granted

10,200

118,800

Fair market value of stock on date of grant

$15.50

$15.50

Exercise price per option

$39.82

$36.20

Expected term (years)
Interest rate
Dividend yield
Expected volatility
Black Scholes fair value per option

3.75

3.75

1.74%

1.74%

2.97%

2.97%

23.58%

23.58%

$0.05

$0.09

In accordance with ASC 718 Compensation–Stock Compensation, the Company expenses the estimated fair value of
option grants expected to vest over the options’ four-year vesting period. To estimate the fair value of stock options
as of the date of grant, the Company uses the Black-Scholes option-pricing model. For valuing the July 1, 2019 grants,
the Company used the variables presented above.
Based on the valuation of the current-year grant, as well as the incremental vesting value of options granted in
previous years, the Company recorded stock-based compensation expense of $11,908 and $9,869 for the years ended
June 30, 2020 and 2019, respectively. Unrecognized stock-based compensation expense related to outstanding
grants as of June 30, 2020 amounted to $13,015. As of that date, Saturna Capital employees held options to purchase
up to 435,650 shares, of which 152,200 were exercisable. The weighted-average remaining life of options exercisable
as of June 30, 2020 and 2019 was 1.79 years and 1.69 years, respectively. Stock option activity for the year ended June
30, 2020 was as follows:
Number of options

Weighted average exercise price

Options outstanding, June 30, 2019

452,600

$34.86

Options granted

129,000

36.49

Forfeitures of unvested stock options

(20,100)

34.40

Cancellations of vested stock options

(125,650)

39.12

(200)

30.87

Options outstanding, June 30, 2020

435,650

$34.13

Options exercisable, June 30, 2020

152,200

$32.41

Options exercised
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Notes to Consolidated Financial Statements (continued)
Note 7 – Employee Retirement Savings Plan

Note 9 – Property and Equipment

Saturna Capital offers a defined-contribution retirement
savings plan covering substantially all of its US employees.
Under the plan’s terms, participants may contribute a portion
of their wages up to limits specified in Section 401(k) of the
Internal Revenue Code. The Company matches 100% of
participant contributions up to the first 5% of wages deferred,
and 50% of the next 5% of wages deferred; such matches are
subject to vesting and other terms of the plan.

The Company capitalizes movable personal property with
a unit value exceeding $1,000; property and equipment are
carried at cost, less accumulated depreciation. Depreciation is
computed using the straight-line method over the estimated
useful lives of the assets, generally 20 years for buildings; 15
years for leasehold improvements; five years for furniture and
vehicles; and three years for technology equipment. Routine
repairs and maintenance are charged to operating expenses in
the period in which the expense was incurred.

In the years ended June 30, 2020 and 2019, the Company
recorded expense of $429,590 and $432,572 respectively,
for matching contributions (net of unvested contributions
forfeited by employees who left the Company during the fiscal
year). The Company also recorded expense of $823,588 and
$796,779 for discretionary profit-sharing contributions during
the respective fiscal years.
Saturna Sdn Bhd contributes to Malaysia’s Employees’
Provident Fund for the retirement benefit of its employees.

Note 8 – Share Repurchase Program
Under a share-repurchase program the Company initiated
in 2008, the Board authorized management to repurchase
outstanding shares of the Company’s non-voting common
stock (Class A) in private transactions with current
shareholders. The stock repurchase program is not subject to
an expiration date, but may be discontinued at any time.
In December 2019, the Company purchased 25,490 shares of
Class A stock for $17.50 per share, for a total outlay of $446,075.
Of the amount purchased, 25,000 shares were bought as
part of the share-repurchase program and 490 shares were
acquired in a separately negotiated transaction with one
shareholder. A year earlier, the Company had purchased
25,000 shares as part of the share-repurchase program and
an additional 4,699 shares in a separate transaction with one
shareholder. The shares purchased in December 2018 were
acquired for $15.50 each.

As of June 30, 2020 and 2019, property and equipment
consisted of the following:
June 30,
2020
Furniture and fixtures

2019

$337,181

$261,769

Technology

708,819

597,420

Leasehold improvements

927,180

903,784

Vehicles and equipment

93,054

177,445

Buildings

793,333

790,833

Land

270,000

270,000

3,129,567

3,001,251

(1,689,553)

(1,509,621)

$1,440,014

$1,491,630

Total
Accumulated depreciation
Property and equipment, net of
accumulated depreciation

Note 10 – Taxes
Tax provisions for the years ended June 30, 2020 and 2019
consisted of the following:
Years ended June 30,
2020

2019

Current income tax expense

$1,819,870

$1,518,943

Current income tax expense,
non-US

48,186

(3,461)

Income tax expense adjustment
for prior fiscal year

(58,418)

(185,262)

Deferred income tax expense

197,533

45,863

2,007,171

1,376,083

723,405

115,600

$2,730,576

$1,491,683

Total income tax expense
Current provision for state and city
taxes
Total

There were no material reconciling differences between the
marginal statutory rate and the Company’s effective tax rate
for the reporting period. The differences between the tax basis
of assets and liabilities and their financial statement amounts
are reflected as deferred income tax assets or liabilities using
enacted tax rates.
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Balance as of June 30,
2020

2019

$85,181

$75,080

Accrued expenses

27,588

32,490

Depreciation and amortization

12,757

Deferred tax assets:
Accrued compensation

Valuation allowance
Deferred tax assets, net of valuation allowance

-

-

125,526

107,570

(1,258,556)

(1,031,531)

-

(29,688)

(71,867)

(53,715)

(1,330,423)

(1,114,934)

$(1,204,897)

$(1,007,364)

Deferred tax liabilities:
Unrealized gains on marketable securities
Unrealized gains on trading securities
Depreciation and amortization
Deferred tax liabilities
Net deferred tax liabilities

Note 11 – Legal Matters
In the normal course of business, the Company may be party to various legal claims, actions and complaints. The
Company believes that the disposition of these matters will not have a material adverse effect on the Company’s
consolidated financial position or results of operations.

Note 12 – Subsequent Events
Subsequent events are events or transactions that occur after the balance sheet date but before the consolidated
financial statements are available to be issued. The Company recognizes in the consolidated financial statements
the effects of all subsequent events that provide additional evidence about conditions that existed at the date of the
balance sheet, including the estimates inherent in the process of preparing the consolidated financial statements.
The Company’s consolidated financial statements do not recognize subsequent events that provide evidence about
conditions that did not exist at the date of the balance sheet but arose after the balance sheet date and before the
consolidated financial statements are available to be issued.
Saturna Capital has evaluated events and transactions for potential recognition or disclosure through the date these
financial statements were issued. There were no events or transactions that occurred between the balance sheet
date and the date that the financial statements were available to be issued that materially impacted the amounts or
disclosures in the Company’s financial statements.
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