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GLOSSARY OF CERTAIN DEFINED TERMS
“AllianceBernstein” — AllianceBernstein L.P. (Delaware limited partnership formerly known as Alliance Capital
Management L.P., “Alliance Capital”), the operating partnership, and its subsidiaries and, where appropriate, its

predecessors, Holding and ACMC, Inc. and their respective subsidiaries.

“AllianceBernstein Investments”— AllianceBernstein Investments, Inc. (Delaware corporation), a wholly-owned
subsidiary of AllianceBernstein that services retail clients and distributes company-sponsored mutual funds.

“AllianceBernstein Partnership Agreement”— the Amended and Restated Agreement of Limited Partnership of
AllianceBernstein.

“AllianceBernstein Units”— units of limited partnership interest in AllianceBernstein.

“AUM” — assets under management for clients.

“AXA”— AXA (société anonyme organized under the laws of France), the holding company for an international group of
insurance and related financial services companies engaged in the financial protection and wealth management

businesses.

“AXA Equitable’— AXA Equitable Life Insurance Company (New York stock life insurance company), an indirect
wholly-owned subsidiary of AXA Financial, and its subsidiaries other than AllianceBernstein and its subsidiaries.

“AXA Financial’— AXA Financial, Inc. (Delaware corporation), a wholly-owned subsidiary of AXA.
“Bernstein GWM” — Bernstein Global Wealth Management, a unit of AllianceBernstein that services private clients.

“Bernstein Transaction”— on October 2, 2000, AllianceBernstein’s acquisition of the business and assets of SCB Inc.,
formerly known as Sanford C. Bernstein Inc. (“Bernstein”), and assumption of the liabilities of the Bernstein business.

“Exchange Act”— the Securities Exchange Act of 1934, as amended.
“ERISA” — the Employee Retirement Income Security Act of 1974, as amended.

“General Partner”— AllianceBernstein Corporation (Delaware corporation), the general partner of AllianceBernstein and
Holding and a wholly-owned subsidiary of AXA Equitable, and, where appropriate, ACMC, Inc., its predecessor.

“Holding” AllianceBernstein Holding L.P. (Delaware limited partnership).

“Holding Partnership Agreement”— the Amended and Restated Agreement of Limited Partnership of Holding.
“Holding Units”— units representing assignments of beneficial ownership of limited partnership interests in Holding.
“Investment Advisers Act”— the Investment Advisers Act of 1940, as amended.

“Investment Company Act”— the Investment Company Act of 1940, as amended.

“NYSE” — The New York Stock Exchange, Inc.
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“Partnerships”— AllianceBernstein and Holding together.

“SCB LLC”— Sanford C. Bernstein & Co., LLC (Delaware limited liability company), a wholly-owned subsidiary of
AllianceBernstein that provides institutional research services in the United States.

“SCBL”— Sanford C. Bernstein Limited (U.K. company), a wholly-owned subsidiary of AllianceBernstein that provides
institutional research services primarily in Europe.

“SEC”— the United States Securities and Exchange Commission.
“Securities Act”— the Securities Act of 1933, as amended.
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PART I
Item 1. Business
The words “we” and “our” in this Form 10-K refer collectively to Holding, AllianceBernstein and its subsidiaries, or to
their officers and employees. Similarly, the word “company” refers to both Holding and AllianceBernstein. Where the
context requires distinguishing between Holding and AllianceBernstein, we identify which of them is being discussed.
Holding Unitholders own partnership interests in a holding company whose principal source of income and cash flow

is attributable to its ownership of limited partnership interests in AllianceBernstein.

We use “global” in this Form 10-K to refer to all nations, including the United States; we use “international” or “non-U.S.”
to refer to nations other than the United States.

General
Clients

AllianceBernstein provides research, diversified investment management and related services globally to a broad
range of clients, including:

tnstitutional clients, including unaffiliated corporate and public employee pension funds, endowment funds, domestic
and foreign institutions and governments, and various affiliates;

. retail clients;

private clients, including high-net-worth individuals, trusts and estates, charitable foundations, partnerships, private
and family corporations, and other entities; and

. institutional investors desiring independent institutional research.
We also provide distribution, shareholder servicing, and administrative services to our sponsored mutual funds.

Our primary objective is to have more investment knowledge and to use it better than our competitors to help our
clients achieve their investment goals and financial peace of mind. We are dedicated to creating and sustaining a
fiduciary culture. As a fiduciary, we place the interests of our clients first and foremost. We are committed to the fair
and equitable treatment of all our clients, and to comply with all applicable rules and regulations and internal
compliance policies to which our business is subject. We pursue these goals through education of our employees to
promote awareness of our fiduciary obligations, incentives that align employees’ interests with those of our clients, and
a range of measures, including active monitoring, to ensure regulatory compliance. Some of the specific steps we’ve
taken in recent years to help us achieve these goals include:

. revising our code of ethics to better align the interests of our employees with those of our clients;

forming two committees composed primarily of executive management to oversee and resolve code of ethics and
compliance-related issues;

* creating an ombudsman office, where employees and others can voice concerns on a confidential basis; and

. initiating firm-wide compliance and ethics training programs.
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Research

Our high-quality, in-depth fundamental research is the foundation of our business. We believe that our global team of
research professionals gives us a competitive advantage in achieving investment success for our clients.

Our research disciplines include fundamental research, quantitative research, economic research, and currency
forecasting capabilities. In addition, we have created several specialist research units, including one unit that examines
global strategic changes that can affect multiple industries and geographies, and another dedicated to identifying
potentially successful innovations within early-stage companies.

-1-
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Products and Services
We offer a broad range of investment products and services to our clients:

To our institutional clients, we offer separately managed accounts, sub-advisory relationships, structured products,
group trusts, mutual funds, and other investment vehicles (“Institutional Investment Services”);

Lo our retail clients, we offer retail mutual funds sponsored by AllianceBernstein, our subsidiaries, and our affiliated
joint venture companies, sub-advisory relationships with mutual funds sponsored by third parties, separately
managed account programs that are sponsored by various financial intermediaries worldwide (“Separately Managed
Account Programs”), and other investment vehicles (collectively, ‘“Retail Services”);

To our private clients, we offer separately managed accounts, hedge funds, mutual funds, and other investment
vehicles (“Private Client Services”); and

To our institutional investors, we offer in-depth, independent, fundamental research, portfolio strategy, trading, and
brokerage-related services (“Institutional Research Services”).

This broad range of investment services is provided by a group of investment professionals with significant expertise
in their respective disciplines. As of December 31, 2006, our 329 research analysts, located around the world,
supported our 174 portfolio managers. Our portfolio managers have an average of 19 years of experience in the
industry and 10 years of experience with AllianceBernstein. Together, they oversee a number of different types of
investment products within various vehicles and strategies, including separately managed accounts, mutual funds,
hedge funds, structured products, and other investment vehicles. Our investment services include:

. Growth equities, generally targeting stocks with under-appreciated growth potential;
*  Value equities, generally targeting stocks that are out of favor and that may trade at bargain prices;
. Fixed income securities, including both taxable and tax-exempt securities;
. Passive management, including both index and enhanced index strategies; and
. Blend strategies, combining style pure investment components with systematic rebalancing.

We manage these services using various investment disciplines, including market capitalization (e.g., large-, mid-, and
small-cap equities), term (e.g., long-, intermediate-, and short-duration debt securities), and geographic location (e.g.,
U.S., international, global, and emerging markets), as well as local and regional disciplines in major markets around
the world.
Blend strategies are an increasingly important component of our product line. As of December 31, 2006, blend AUM
were $134 billion (representing 19% of our company-wide AUM), an increase of 52% from $88 billion as of
December 31, 2005 and 154% from $53 billion as of December 31, 2004.
Sub-advisory client mandates span our investment strategies, including growth, value, fixed income, and blend. We
serve as sub-adviser for retail mutual funds, insurance products, retirement platforms, and institutional investment

products. Dedicated marketing and client servicing professionals are responsible for servicing these relationships.

Global Reach
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We serve clients in major global markets through operations in 47 cities in 24 countries. Our client base includes
investors throughout the Americas, Europe, Asia, Africa, and Australia. We utilize an integrated global investment

platform that provides our clients with access to local (country-specific), international, and global research and
investment strategies.

S
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Assets under management by client domicile and investment service as of December 31, 2006, 2005, and 2004 were
as follows:

By Client Domicile ($ in
billions):

December 31, 2006 December 31, 2005 December 31, 2004

By Investment Service ($ in
billions):

December 31, 2006 December 31, 2005 December 31, 2004

As the above charts indicate, our business continues to become increasingly global. Our international client base
increased by 44% during 2006 and 30% during 2005 and, likewise, our global and international AUM increased by
50% during 2006 and 38% during 2005. In addition, approximately 76%, 69%, and 51% of our gross asset inflows
(sales / new accounts) during 2006, 2005, and 2004, respectively, were invested in global and international investment
services.

Revenues

We earn revenues by charging fees for managing the investment assets of, and providing research to, our clients. We
generally calculate investment advisory fees as a percentage of the value of AUM, with such fees varying by type of
investment service, size of account, and total amount of assets we manage for a particular client. Accordingly, fee
income generally increases or decreases as AUM increase or decrease. Increases in AUM generally result from market
appreciation, positive investment performance for clients, or net asset inflows from new or existing clients. Similarly,
decreases in AUM generally result from market depreciation, negative investment performance for clients, or net asset
outflows due to client redemptions, account terminations, or asset withdrawals.

We sometimes charge a performance-based fee in addition to or in lieu of a base fee. Performance-based fees are
calculated as either a percentage of absolute investment results or a percentage of investment results in excess of a
stated benchmark over a specified period of time, and they are recorded as revenue at the end of the measurement
period. Accordingly, as performance-based fees continue to become an increasingly important part of our business, the
seasonality and volatility of our revenues and earnings may become more significant.

We sometimes experience periods when the number of new accounts or the amount of AUM increases significantly,
as well as periods when the number of client accounts or the amount of AUM decreases significantly. These shifts
result from wide-ranging factors, including conditions of financial markets, our investment performance for clients,
and changes in the investment preferences of our clients.

We earn revenues from clients to whom we provide fundamental research, trading, and brokerage-related services,
generally in the form of transaction fees calculated as either “cents per share” or a percentage of the value of the

securities traded for clients.

_3-
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For additional information about possible fluctuation in our revenues, see “Risk Factors” in Item 1A.
Employees

As of December 31, 2006, we had 4,914 full-time employees, including 329 research analysts, 174 portfolio
managers, 61 traders, and 28 professionals with other investment-related responsibilities. We have employed these
professionals for an average period of approximately eight years, and their average investment experience is
approximately 15 years. We consider our employee relations to be good.

Institutional Investment Services

We serve our institutional clients through AllianceBernstein Institutional Investments, a unit of AllianceBernstein, and
through other units in our international subsidiaries and one of our joint ventures. Institutional Investment Services
include actively managed equity accounts (including growth, value, and blend accounts), fixed income accounts, and
balanced accounts (which combine equity and fixed income), as well as passive management of index and enhanced
index accounts. These services are provided through separately managed accounts, sub-advisory relationships,
structured products, group trusts, mutual funds, and other investment vehicles. As of December 31, 2006, institutional
assets under management were $455 billion, or 64% of our company-wide assets under management. For more
information concerning institutional AUM, revenues, and fees, see “Assets Under Management, Revenues, and Fees”
in this Item 1.

Our institutional client base includes unaffiliated corporate and public employee pension funds, endowment funds,
domestic and foreign institutions and governments, and certain of our affiliates (AXA and its subsidiaries), as well as
certain sub-advisory relationships with unaffiliated sponsors of various other investment products. We manage
approximately 2,200 separate accounts for these clients, which are located in more than 40 countries. As of
December 31, 2006, we managed employee benefit plan assets for 47 of the Fortune 100 companies, and we managed
public pension fund assets for 37 states and/or municipalities in those states.

Our Institutional Investment Services are becoming increasingly global. As of December 31, 2006, our institutional
AUM invested in global and international investment services increased to $269 billion, or 59% of institutional AUM,
from $172 billion, or 48% of institutional AUM, as of December 31, 2005, and from $124 billion, or 40% of
institutional AUM, as of December 31, 2004. Similarly, as of December 31, 2006, the AUM we invested for clients
domiciled outside the United States increased to $214 billion, or 47% of institutional AUM, from $137 billion, or 38%
of institutional AUM, as of December 31, 2005, and from $103 billion, or 33% of institutional AUM, as of

December 31, 2004.

Retail Services

We provide investment management and related services to a wide variety of individual retail investors, both in the
U.S. and internationally, through retail mutual funds sponsored by our company, our subsidiaries and affiliated joint
venture companies; mutual fund sub-advisory relationships; Separately Managed Account Programs; and other
investment vehicles (‘“Retail Products™). As of December 31, 2006, retail AUM, which are determined by subtracting
applicable liabilities from AUM, were $167 billion, or 23% of our company-wide AUM. For more information
concerning retail AUM, revenues, and fees, see “Assets Under Management, Revenues, and Fees” in this Item 1.

Our Retail Services are designed to provide disciplined, research-based investments that contribute to a

well-diversified investment portfolio. We distribute our Retail Products through financial intermediaries, including
broker-dealers, insurance sales representatives, banks, registered investment advisers, and financial planners.

12
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Our Retail Products include open-end and closed-end funds that are either (i) registered as investment companies
under the Investment Company Act (‘“U.S. Funds”), or (ii) not registered under the Investment Company Act and
generally not offered to United States persons (“Non-U.S. Funds” and collectively with the U.S. Funds,
“AllianceBernstein Funds”). They provide a broad range of investment options, including local and global growth
equities, value equities, blend strategies, and fixed income securities. Also among these products are Separately
Managed Account Programs, which are sponsored by various financial intermediaries worldwide and generally charge
an all-inclusive fee covering investment management, trade execution, asset allocation, and custodial and
administrative services. We also provide distribution, shareholder servicing, and administrative services for our Retail
Products.

AllianceBernstein Investments serves as the principal underwriter and distributor of the U.S. Funds. AllianceBernstein
Investments employs approximately 175 sales representatives who devote their time exclusively to promoting the sale
of U.S. Funds and certain other Retail Products by financial intermediaries. AllianceBernstein Investments services
approximately 3.9 million shareholder accounts.

-4 -
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AllianceBernstein (Luxembourg) S.A. (“AllianceBernstein Luxembourg™), one of our wholly-owned subsidiaries,
generally serves as the placing or distribution agent for the Non-U.S. Funds. AllianceBernstein Luxembourg employs
approximately 65 sales representatives who devote their time exclusively to promoting the sale of Non-U.S. Funds
and other Retail Products by financial intermediaries.

Our Retail Services are also becoming increasingly global. As of December 31, 2006, our retail AUM invested in
global and international investment services increased to $86 billion, or 52% of retail AUM, from $65 billion, or 45%
of retail AUM, as of December 31, 2005, and from $48 billion, or 30% of retail AUM, as of December 31, 2004. As
of December 31, 2006, the AUM we invested for clients domiciled outside the U.S. increased to $40 billion, or 24%
of retail AUM, from $39 billion, or 27% of retail AUM, as of December 31, 2005, and from $32 billion, or 19% of
retail AUM, as of December 31, 2004.

We offer the following Retail Products to clients domiciled outside the United States:

dnternationally-distributed retail funds that currently offer 35 different portfolios to non-U.S. investors distributed by
local financial intermediaries by means of distribution agreements in most major international markets (retail AUM
in these funds totaled $23 billion as of December 31, 2006);

{ ocal-market funds that we distribute through financial intermediaries in specific countries, including Japan, Hong
Kong, Singapore, and Taiwan (retail AUM in these funds totaled $5 billion as of December 31, 2006); and

* Retail sub-advisory mandates (AUM in these relationships totaled $12 billion as of December 31, 2006).

Our U.S. Funds, which include retail funds, our variable products series fund (an insurance product), and the Sanford
C. Bernstein Funds (principally Private Client Services products), currently offer 124 different portfolios to U.S.
investors. As of December 31, 2006, retail U.S. Funds AUM was approximately $58 billion, or 35% of total retail
AUM. Because of the way they are marketed and serviced, we report substantially all of the AUM in the Sanford C.
Bernstein Funds, which totaled $27 billion as of December 31, 2006, as private client AUM.

Cash Management Services

During June 2005, AllianceBernstein and Federated Investors, Inc. (“Federated”’) completed a transaction pursuant to
which Federated acquired our retail cash management services. For additional information, see Note 21 to
AllianceBernstein’s consolidated financial statements in Item 8.

Private Client Services

Bernstein GWM combines the former private client services group of Bernstein, which has served private clients for
over 35 years, and the former private client group of Alliance Capital. As of December 31, 2006, private client AUM
was $95 billion, or 13% of our company-wide AUM. For more information concerning private client AUM, revenues,
and fees, see “Assets Under Management, Revenues, and Fees” in this Item 1.

Through Bernstein GWM, we provide Private Client Services to high-net-worth individuals, trusts and estates,
charitable foundations, partnerships, private and family corporations, and other entities by means of separately
managed accounts, hedge funds, mutual funds, and other investment vehicles. We target investors with financial assets
of $1 million or more, although we have a minimum opening account size of $400,000.

Our Private Client Services are built on a direct sales effort that involves approximately 298 financial advisors. These
advisors do not manage money, but work with private clients and their tax, legal, and other advisors to assist clients in

14
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determining a suitable mix of U.S. and non-U.S. equity securities and fixed income investments. The diversified
portfolio created for each client is intended to maximize after-tax investment returns, in light of the client’s individual
investment goals, income requirements, risk tolerance, tax situation, and any other relevant factors. Our private clients
have access to all of our resources, including research reports, investment planning services, and our Wealth
Management Group, which has in-depth knowledge of trust, estate, and tax planning strategies.

-5
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Our financial advisors are based in 18 cities in the U.S., including New York City, Atlanta, Boston, Chicago,
Cleveland, Dallas, Denver, Houston, Los Angeles, Miami, Minneapolis, Philadelphia, San Diego, San Francisco,
Seattle, Tampa, Washington, D.C., and West Palm Beach. Financial advisors have also been based in London since
the third quarter of 2006. Bernstein GWM added 37 financial advisors in 2006 (a 14.2% increase from 2005), and
plans to add additional advisors in 2007.

Non-U.S. investment services have become increasingly important in the private client channel. As of December 31,
2006, our private client AUM invested in global and international investment services increased to $29 billion, or 30%
of private client AUM, from $20 billion, or 26% of private client AUM, as of December 31, 2005, and from $14
billion, or 22% of private client AUM, as of December 31, 2004.

Institutional Research Services

Institutional Research Services (“IRS”) consist of in-depth, independent, fundamental research, portfolio strategy,
trading and brokerage-related services provided to institutional investors such as pension fund, hedge fund, and
mutual fund managers, and other institutional investors. Trade execution and brokerage-related services are provided
by SCB LLC in the United States and SCBL primarily in Europe. As of December 31, 2006, SCB LLC and SCBL
(together, “SCB”) served approximately 1,325 clients in the U.S. and approximately 390 clients outside the U.S. For
more information concerning the revenues we derive from IRS, see “Assets Under Management, Revenues, and Fees’
in this Item 1.

>

SCB provides in-depth fundamental company and industry research, along with disciplined research into securities
valuation and factors affecting stock-price movements. Company and industry analysts are consistently among the
highest ranked research analysts in industry surveys conducted by third-party organizations. Along with quantitative
analysts and portfolio strategists, our IRS research team totals approximately 160 people, including 52 senior analysts.

In 2006, SCB expanded its research capabilities in London and now has 16 published analysts covering industries and
companies in Europe. In addition, SCB LLC’s trading and brokerage operations were enhanced in 2005 with the
launch of several proprietary algorithmic trading products. These product additions complemented other major
changes already undertaken to transform our trading capability, including the launch of a dedicated sector block
trading desk and the expansion of our product specialist team.

-6 -
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Assets Under Management, Revenues, and Fees
The following tables summarize our AUM and revenues by distribution channel:

Assets Under Management(D(2)

December 31, % Change
2006 2005 2004 2006-05 2005-04
(in millions)

Institutional Investment Services $ 455,069 $ 358,545 $ 309,883 26.9% 15.7%
Retail Services 166,928 145,134 134,882 15.0 7.6
Private Client Services 94,898 74,873 63,600 26.7 17.7

716,895 578,552 508,365 23.9 13.8
Dispositions®) — — 30,399 — (100.0)
Total $ 716895 $ 5785552 $ 538,764 239 7.4
@) Excludes certain non-discretionary client relationships.

(@) Starting in 2005, we revised the way we classify our AUM to better align publicly reported AUM with our internal
reporting. AUM as of December 31, 2004 has been reclassified by investment service and distribution channel,
including the fixed income portions of balanced accounts previously reported in equity, to conform to the 2005 and
2006 presentation.

3 Includes AUM of cash management services, South African joint venture interest, and Indian mutual funds. For
information about these dispositions, see Note 21 to AllianceBernstein’s consolidated financial statements in Item 8.

Revenues®
Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in thousands)

Institutional Investment Services $ 1,221,780 $ 894,781 $ 727,696 36.5% 23.0%
Retail Services 1,303,849 1,188,553 1,288,939 9.7 (7.8)
Private Client Services 882,881 673,216 543,446 31.1 23.9
Institutional Research Services 375,075 352,757 420,141 6.3 (16.0)
Other 354,655 199,281 108,007 78.0 84.5
Total Revenues 4,138,240 3,308,588 3,088,229 25.1 7.1
Less: Interest Expense 187,833 95,863 32,796 95.9 192.3
Net Revenues 3,950,407 $ 3,212,725 $ 3,055,433 23.0 5.1

(D Certain prior-year amounts have been reclassified to conform to our 2006 presentation. See Note 2 to

AllianceBernstein’s consolidated financial statements in Item 8.

AXA Financial, AXA Equitable, and our other affiliates, whose AUM consist primarily of fixed income investments,

together constitute our largest client. Our affiliates represented approximately 16%, 19%, and 19% of our

company-wide AUM as of December 31, 2006, 2005, and 2004, respectively. We also earned approximately 5% of
our company-wide net revenues from them for each of 2006, 2005, and 2004. We manage some of these assets as
part of our Institutional Investment Services and some as part of our Retail Services.
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Institutional Investment Services

The following tables summarize our Institutional Investment Services AUM and revenues:

Growth Equity:
U.S.
Global and International

Value Equity:
U.S.
Global and International

Fixed Income:
U.S.
Global and International

Index / Structured:
U.S.
Global and International

Total:

U.S.

Global and International
Dispositions®

Total

€]

$

(by Investment Service)

December 31
2006 2005

(in millions)

36,670 $ 39,721 $
66,242 39,327
102,912 79,048
55,562 50,556
158,572 101,791
214,134 152,347
73,414 74,964
39,166 27,709
112,580 102,673
19,942 20,908
5,501 3,569
25,443 24.477
185,588 186,149
269,481 172,396
455,069 358,545

455,069 $ 358,545 $

Institutional Investment Services Assets Under Management!)

2004

39,600
23,326
62,926

51,006
68,595
119,601

77,314
25,859
103,173

19,297
4,886
24,183

187,217
122,666
309,883

1,375
311,258

Excludes certain non-discretionary client relationships.

% Change

2006-05 2005-04

7. 7)%
68.4
30.2

9.9
55.8
40.6

2.1)
41.3
9.6

(4.6)
54.1
39

0.3)
56.3
26.9

26.9

0.3%
68.6
25.6

(0.9)
48.4
27.4

(3.0)
7.2
0.5)

8.3

(27.0)

1.2

0.6)
40.5
15.7

(100.0)

15.2

(2)Represents AUM of South African joint venture interest. For information about this disposition, see Note 21 to
AllianceBernstein’s consolidated financial statements in Item 8.
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Revenues From Institutional Investment Services()
(by Investment Service)

Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in thousands)
Investment Advisory and Services

Fees:
Growth Equity:
U.S. $ 122,132 $ 126,894 $ 141,264 3.8)% (10.2)%
Global and International 226,293 115,403 70,321 96.1 64.1
348,425 242,297 211,585 43.8 14.5
Value Equity:
U.S. 154,163 155,046 154,681 (0.6) 0.2
Global and International 570,185 362,181 213,565 57.4 69.6
724,348 517,227 368,246 40.0 40.5
Fixed Income:
U.S. 97,452 95,585 113,581 2.0 (15.8)
Global and International 38,825 29,887 24,108 29.9 24.0
136,277 125,472 137,689 8.6 (8.9)
Index / Structured:
U.S. 4,993 5,159 5,116 (3.2) 0.8
Global and International 7,177 4,197 5,060 71.0 (17.1)
12,170 9,356 10,176 30.1 (8.1)
Total Investment Advisory and
Services Fees:
U.S. 378,740 382,684 414,642 (1.0) (7.7)
Global and International 842,480 511,668 313,054 64.7 63.4
1,221,220 894,352 727,696 36.5 22.9
Distribution Revenues 560 429 — 30.5 n/m
Total $ 1,221,780 $ 894,781 $ 727,696 36.5 23.0

(D Certain prior-year amounts have been reclassified to conform to our 2006 presentation. We reclassified transaction
charge revenues earned from certain Institutional Investment Services clients from investment advisory and services
fees to Institutional Research Services.

As of December 31, 2006, 2005, and 2004, Institutional Investment Services represented approximately 64%, 62%,
and 58%, respectively, of our company-wide AUM. The fees we earned from these services represented
approximately 31%, 28%, and 24% of our company-wide net revenues for 2006, 2005, and 2004, respectively.

We manage assets for AXA and its subsidiaries, which together constitute our largest institutional client. These assets
accounted for approximately 17%, 18%, and 20% of our total institutional AUM as of December 31, 2006, 2005, and
2004, respectively, and approximately 7%, 8%, and 9% of our total institutional revenues for 2006, 2005, and 2004,
respectively.

The institutional AUM we manage for our affiliates, along with our nine other largest institutional accounts, account
for approximately 31% of our total institutional AUM as of December 31, 2006 and approximately 16% of our total
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institutional net revenues for the year ended December 31, 2006. No single institutional client other than AXA and its

subsidiaries accounted for more than approximately 1% of our company-wide net revenues for the year ended
December 31, 2006.

We manage the assets of our institutional clients through written investment management agreements or other
arrangements, all of which are generally terminable at any time or upon relatively short notice by either party. In
general, our written investment management agreements may not be assigned without client consent.

_9.
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We are compensated principally on the basis of investment advisory fees calculated as a percentage of assets under
management. The percentage we charge varies with the type of investment service, the size of the account, and the
total amount of assets we manage for a particular client.

We charge performance-based fees on approximately 15% of institutional assets under management.
Performance-based fees provide for a relatively low asset-based fee plus an additional fee based on investment
performance.

Retail Services

The following tables summarize our Retail Services AUM and revenues:

Retail Services Assets Under Management
(by Investment Service)

December 31, % Change
2006 2005 2004 2006-05 2005-04
(in millions)
Growth Equity:
U.S. $ 28,587 $ 31,193 % 33,436 (8.49)% (6.7)%
Global and International 19,937 19,523 14,670 2.1 33.1
48,524 50,716 48,106 4.3) 5.4
Value Equity:
U.S. 35,749 32,625 32,113 9.6 1.6
Global and International 38,797 16,575 8,600 134.1 92.7
74,546 49,200 40,713 51.5 20.8
Fixed Income:
U.S. 11,420 12,053 17,076 (5.3) (29.4)
Global and International 27,614 27,648 23,742 0.1 16.5
39,034 39,701 40,818 (1.7) 2.7
Index / Structured:
U.S. 4,824 4,230 4,203 14.0 0.6
Global and International — 1,287 1,042 (100.0) 23.5
4,824 5,517 5,245 (12.6) 5.2
Total:
U.S. 80,580 80,101 86,828 0.6 (7.7)
Global and International 86,348 65,033 48,054 32.8 35.3
166,928 145,134 134,882 15.0 7.6
Dispositions(!) — — 28,670 — (100.0)
Total $ 166,928 $ 145,134 $ 163,552 15.0 (11.3)

(DIncludes AUM of cash management services and Indian mutual funds. For information about these dispositions, see
Note 21 to AllianceBernstein’s consolidated financial statements in Item 8.

-10 -
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Revenues From Retail Services®
(by Investment Service)

Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in thousands)
Investment Advisory and Services

Fees:

Growth Equity:

U.S. $ 143,344  $ 140,428 $ 152,207 2.1% (7.7)%

Global and International 152,883 119,173 101,088 28.3 17.9
296,227 259,601 253,295 14.1 2.5

Value Equity:

U.S. 123,355 119,545 115,907 3.2 3.1

Global and International 133,314 64,718 27,957 106.0 131.5
256,669 184,263 143,864 39.3 28.1

Fixed Income:

US.® 43,705 88,714 177,916 (50.7) (50.1)

Global and International 186,196 156,068 147,183 19.3 6.0
229,901 244,782 325,099 (6.1) 24.7)

Index / Structured:

U.S. 1,673 1,507 1,661 11.0 (9.3)

Global and International 3,363 3,640 3,130 (7.6) 16.3

5,036 5,147 4,791 (2.2) 7.4

Total Investment Advisory and

Services Fees:

U.S. 312,077 350,194 447,691 (10.9) (21.8)

Global and International 475,756 343,599 279,358 38.5 23.0
787,833 693,793 727,049 13.6 (4.6)

Distribution Revenues® 418,780 395,402 445911 5.9 (11.3)

Shareholder Servicing Fees®) 97,236 99,358 115,979 2.1) (14.3)

Total $ 1,303,849 $ 1,188,553 $ 1,288,939 9.7 (7.8)

(D Certain prior-year amounts have been reclassified to conform to our 2006 presentation. We reclassified transaction
charge revenues earned from certain Retail Services clients from investment advisory and services fees to
Institutional Research Services.

(2)Reflects disposition of cash management services. See Note 21 to AllianceBernstein’s consolidated financial
statements in Item 8.

3) For a description of distribution revenues and shareholder servicing fees, see below.

Fees for our Retail Products are generally charged as a percentage of average daily AUM. As certain of the U.S.
Funds have grown, we have revised our fee schedules to provide lower incremental fees above certain asset levels.
Fees paid by the U.S. Funds, EQ Advisors Trust (“EQAT”), AXA Enterprise Multimanager Funds Trust (“AXA
Enterprise Trust”), and AXA Premier VIP Trust are reflected in the applicable investment management agreement and
generally must be approved annually by the boards of directors or trustees of those funds, including by a majority of
the independent directors or trustees. Increases in these fees must be approved by fund shareholders. In general, each
investment management agreement with the AllianceBernstein Funds, EQAT, AXA Enterprise Trust, and AXA
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Premier VIP Trust provides for termination by either party at any time upon 60 days’ notice.

Fees paid by Non-U.S. Funds are reflected in investment management agreements that continue until they are
terminated. Increases in these fees must generally be approved by the relevant regulatory authority depending on the
domicile and structure of the fund, and Non-U.S. Fund shareholders must be given advance notice of any fee
increases.

Our Retail Products include variable products, which are open-end mutual funds designed to fund variable annuity
contracts and variable life insurance policies offered by the separate accounts of life insurance companies (‘“Variable
Products”). We manage the AllianceBernstein Variable Products Series Fund, Inc. (“ABVPS”), which serves as the
investment vehicle for insurance products offered by unaffiliated insurance companies, and we sub-advise mutual
funds sponsored by the following affiliates: EQAT, AXA Enterprise Trust, AXA Premier VIP Trust, and AXA Asia
Pacific Holdings Limited and its subsidiaries (“AXA Asia Pacific”). As of December 31, 2006, the AUM of Variable
Products portfolios totaled approximately $58 billion.

-11 -
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EQAT, AXA Enterprise Trust, AXA Premier VIP Trust, AXA Asia Pacific, together with other AXA affiliates,
constitute our largest retail client. They accounted for approximately 24%, 29%, and 24% of our total retail AUM as
of December 31, 2006, 2005, and 2004, respectively, and approximately 7%, 8%, and 7% of our total retail revenues
for 2006, 2005 and 2004, respectively.

Our mutual fund distribution system (the “System”) includes a multi-class share structure that permits open-end
AllianceBernstein Funds to offer investors various options for the purchase of mutual fund shares, including both
front-end load shares and back-end load shares. For front-end load shares, AllianceBernstein Investments pays sales
commissions to financial intermediaries distributing the funds from the front-end sales charge it receives from
investors at the time of the sale. For back-end load shares, AllianceBernstein Investments pays sales commissions to
financial intermediaries at the time of sale and also receives higher ongoing distribution services fees from the mutual
funds. In addition, investors who redeem back-end load shares before the expiration of the minimum holding period
(which ranges from one year to four years) pay a contingent deferred sales charge (“CDSC”) to AllianceBernstein
Investments. We expect to recover deferred sales commissions over periods not exceeding five and one-half years
through receipt of a CDSC and/or the higher ongoing distribution services fees we receive from holders of back-end
load shares. Payments of sales commissions made to financial intermediaries in connection with the sale of back-end
load shares under the System, net of CDSC received of $23.7 million, $21.4 million, and $32.9 million, totaled
approximately $98.7 million, $74.2 million, and $44.6 billion during 2006, 2005, and 2004, respectively.

The rules of the National Association of Securities Dealers, Inc. (“NASD”) effectively cap the aggregate sales charges
that may be received by AllianceBernstein Investments. The cap is 6.25% of cumulative gross sales (plus interest at
the prime rate plus 1% per annum) in each share class of the open-end U.S. Funds.

Most open-end U.S. Funds have adopted a plan under Rule 12b-1 of the Investment Company Act that allows the fund
to pay, out of assets of the fund, distribution and service fees for the distribution and sale of its shares (“Rule 12b-1
Fees”). The open-end AllianceBernstein Funds have entered into agreements with AllianceBernstein Investments under
which they pay a distribution services fee to AllianceBernstein Investments. AllianceBernstein Investments has

entered into selling and distribution agreements pursuant to which it pays sales commissions to the financial
intermediaries that distribute our open-end U.S. Funds. These agreements are terminable by either party upon notice
(generally not more than 60 days) and do not obligate the financial intermediary to sell any specific amount of fund
shares. A small amount of mutual fund sales is made directly by AllianceBernstein Investments, in which case
AllianceBernstein Investments retains the entire sales charge.

In addition to Rule 12b-1 Fees, AllianceBernstein Investments, at its own expense, currently provides additional
payments under distribution services and educational support agreements to firms that sell shares of our funds, a
practice sometimes referred to as revenue sharing. Although the amount of payments made to each qualifying firm in
any given year may vary, the total amount paid to a financial intermediary in connection with the sale of shares of
U.S. Funds will generally not exceed the sum of (i) 0.25% of the current year’s fund sales by that firm, and (ii) 0.10%
of average daily net assets attributable to that firm over the course of the year. These sums may be associated with our
funds’ status on a financial intermediary’s preferred list of funds or may be otherwise associated with the financial
intermediary’s marketing and other support activities, such as client education meetings and training efforts relating to
our funds.

Financial intermediaries sometimes also receive sub-transfer agency or recordkeeping payments from us and our U.S.
Funds.

During 2006, the 10 financial intermediaries responsible for the largest volume of sales of open-end AllianceBernstein

Funds were responsible for 36% of such sales. AXA Advisors, LLC (“AXA Advisors”), a wholly-owned subsidiary of
AXA Financial that utilizes members of AXA Equitable’s insurance sales force as its registered representatives, was
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responsible for approximately 2%, 3%, and 4% of total sales of shares of open-end AllianceBernstein Funds in 2006,
2005, and 2004, respectively. AXA Advisors is under no obligation to sell a specific amount of AllianceBernstein
Fund shares and also sells shares of mutual funds sponsored by other affiliates and unaffiliated organizations.

Subsidiaries of Merrill Lynch & Co., Inc. (collectively “Merrill Lynch”) were responsible for approximately 6%, 5%,
and 6% of open-end AllianceBernstein Fund sales in 2006, 2005, and 2004, respectively. Citigroup Inc. (and its
subsidiaries, “Citigroup”) was responsible for approximately 5% of open-end AllianceBernstein Fund sales in 2006, 5%
in 2005, and 7% in 2004. Neither Merrill Lynch nor Citigroup is under any obligation to sell a specific amount of
AllianceBernstein Fund shares and each also sells shares of mutual funds that it sponsors and that are sponsored by
unaffiliated organizations.

-12 -
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No dealer or agent has in any of the last three years accounted for more than 10% of total sales of shares of our
open-end AllianceBernstein Funds.

Based on industry sales data reported by the Investment Company Institute (December 2006), our market share in the
U.S. mutual fund industry is 1.14% of total industry assets and we accounted for 0.86% of total open-end industry
sales in the U.S. during 2006. The investment performance of the U.S. Funds is an important factor in the sale of their
shares, but there are also other factors, including the level and quality of shareholder services (see below) and the
amounts and types of distribution assistance and administrative services payments made to financial intermediaries.
We believe that our compensation programs with financial intermediaries are competitive with others in the industry.

Under current interpretations of U.S. laws and regulations governing depository institutions, banks and certain of their
affiliates generally are permitted to act as agent for their customers in connection with the purchase of mutual fund
shares and to receive as compensation a portion of the sales charges paid with respect to such purchases. During 2006,
banks and their affiliates accounted for approximately 14% of open-end U.S. Funds and Variable Products sales.

During 2004, each of the U.S. Funds appointed an independent compliance officer reporting to the independent
directors of each U.S. Fund. The expense of this officer and his staff is borne by AllianceBernstein.

AllianceBernstein Investor Services, Inc. (“Investor Services”), one of our wholly-owned subsidiaries, provides transfer
agency and related services for each open-end U.S. Fund and provides shareholder servicing for each open-end U.S.
Fund’s shareholder accounts. As of December 31, 2006, Investor Services employed 239 people. Investor Services
operates in Secaucus, New Jersey, and San Antonio, Texas. It receives a monthly fee under each of its servicing
agreements with the open-end U.S. Funds based on the number and type of shareholder accounts serviced. Each
servicing agreement must be approved annually by the relevant open-end U.S. Fund’s board of directors or trustees,
including a majority of the independent directors or trustees, and may be terminated by either party without penalty
upon 60 days’ notice.

Most AllianceBernstein Funds utilize our personnel to perform legal, clerical, and accounting services not required to
be provided by AllianceBernstein. Payments by the U.S. Funds and certain Non-U.S. Funds for these services must be
specifically approved in advance by the fund’s board of directors or trustees. Currently, AllianceBernstein and Investor
Services record revenues for providing these services to the AllianceBernstein Funds at the rate of approximately

$7.0 million per year.

AllianceBernstein Investor Services, a unit of AllianceBernstein Luxembourg (“ABIS Lux”), is the transfer agent of
substantially all of the Non-U.S. Funds. As of December 31, 2006, ABIS Lux employed 59 people. ABIS Lux
operates in Luxembourg (and is supported by operations in Singapore, Hong Kong, and the United States) and
receives a monthly fee for its transfer agency services and a transaction-based fee under various services agreements,
which agreements may be terminated by either party upon 60 days’ notice. AllianceBernstein (Luxembourg) S.A. is
one of our wholly-owned subsidiaries.

-13 -
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Private Client Services

The following tables summarize Private Client Services AUM and revenues:

Growth Equity:
U.S.
Global and International

Value Equity:
U.S.
Global and International

Fixed Income:
U.S.
Global and International

Index / Structured:
U.S.
Global and International

Total:
U.S.
Global and International

Dispositions)
Total

(by Investment Service)

2006

December 31,
2005

(in millions)

13,237  $ 9,986 $
9,418 6,390
22,655 16,376
27.703 23,725
19,091 12,959
46,794 36,684
25,032 21,471
328 241
25,360 21,712
80 101

) _
89 101
66,052 55,283
28,846 19,590
94,898 74,873

94898 $ 74873 $

Private Client Services Assets Under Management

2004

7,022
4,001
11,023

22,411
9,874
32,285

20,111
75
20,186

106

106

49,650
13,950
63,600

354
63,954

% Change
2006-05 2005-04
32.6% 42.2%
474 59.7
38.3 48.6
16.8 5.9
47.3 31.2
27.6 13.6
16.6 6.8
36.1 221.3
16.8 7.6
(20.8) 4.7)
(11.9) “.7
19.5 11.3
472 40.4
26.7 17.7
— (100.0)
26.7 17.1

(MIncludes AUM of cash management services. For information about this disposition, see Note 21 to
AllianceBernstein’s consolidated financial statements in Item 8.
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Revenues From Private Client Services(
(by Investment Service)

Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in thousands)
Investment Advisory and Services

Fees:

Growth Equity:

U.S. $ 134,070 $ 93,716 $ 62,892 43.1% 49.0%

Global and International 83,615 58,308 39,086 434 49.2
217,685 152,024 101,978 43.2 49.1

Value Equity:

U.S. 293,281 256,580 237,796 14.3 7.9

Global and International 260,529 161,793 97,380 61.0 66.1
553,810 418,373 335,176 32.4 24.8

Fixed Income:

U.S. 108,418 99,868 104,010 8.6 4.0)

Global and International 1,188 879 257 35.2 242.0
109,606 100,747 104,267 8.8 3.4

Index / Structured:
U.S. 75 103 653 (27.2) (84.2)
Global and International — — — — —

75 103 653 27.2) (84.2)

Total Investment Advisory and
Services Fees:
U.S. 535,844 450,267 405,351 19.0 11.1
Global and International 345,332 220,980 136,723 56.3 61.6

881,176 671,247 542,074 31.3 23.8
Distribution Revenues 1,705 1,969 1,372 (13.4) 43.5
Total $ 882,881 $ 673,216 $ 543,446 31.1 23.9

(D Certain prior-year amounts have been reclassified to conform to our 2006 presentation. We reclassified transaction
charge revenues earned from certain Private Client Services clients from investment advisory and services fees to
Institutional Research Services.

Private client accounts are managed pursuant to a written investment advisory agreement generally among the client,
AllianceBernstein and SCB LLC (sometimes between the client and AllianceBernstein Limited, a wholly-owned
subsidiary of ours organized in the U.K.), which usually is terminable at any time or upon relatively short notice by
any party. In general, these contracts may not be assigned without the consent of the client. For providing services to
private clients, we are compensated by fees calculated as a percentage of AUM and that vary based on the type of
portfolio and the size of the account. The aggregate fees we charge for managing hedge funds may be higher than the
fees we charge for managing other assets in private client accounts because hedge fund fees provide for
performance-based fees, incentive allocations, or carried interests in addition to asset-based fees. We charge
performance-based fees on approximately 7% of private client assets under management, primarily assets held in
hedge funds.
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We market and distribute our hedge funds globally to high-net-worth clients and, to a lesser extent, institutional
investors. Hedge fund AUM totaled $7.2 billion as of December 31, 2006, $5.8 billion of which was private client
AUM and $1.4 billion of which was institutional AUM.

We eliminated transaction charges during 2005 on U.S. equity services for most private clients as part of a
management initiative that changed the structure of investment advisory and services fees charged for our services.
The restructuring eliminated transaction charges for trade execution performed by SCB LLC for most private clients;
the transaction charges were replaced by higher asset-based fees. This new fee structure provides greater transparency
and predictability of asset management costs for our private clients. The elimination of transaction charges was not the
result of the NYAG AoD (see “Regulation” in this Item I for the definition of NYAG AoD and additional
information) or an agreement with any other regulator.

-15-
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Revenues from Private Client Services represented approximately 22%, 21%, and 18% of our company-wide net
revenues for the years ended December 31, 2006, 2005, and 2004, respectively.

Institutional Research Services
The following table summarizes Institutional Research Services revenues:
Revenues From Institutional Research Services
Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04

(in thousands)
Transaction Execution and

Research:
U.S. Clients $ 296,736 $ 290,511 $ 371,127 2.1% 21.7)%
Non-U.S. Clients 69,279 57,870 45,598 19.7 26.9
366,015 348,381 416,725 5.1 (16.4)
Other 9,060 4,376 3,416 107.0 28.1
Total 375,075 352,757 420,141 6.3 (16.0)
Reclassification(!) (1,760) (31,476) (116,532) (94.4) (73.0)
Without Reclassification $ 373,315 $ 321,281 $ 303,609 16.2 5.8

(DSCB earned revenues of approximately $1.8 million in 2006 from brokerage transactions executed on behalf of
AllianceBernstein (acting on behalf of certain of its U.S. asset management clients that have authorized
AllianceBernstein to use SCB for trade execution) which previously were reported as investment advisory and
services fees. Since January 1, 2006, we have reported all revenues earned by SCB from brokerage transactions
executed for these clients as Institutional Research Services revenues. Accordingly, we reclassified $31.5 million
and $116.5 million of transaction charge revenue in 2005 and 2004, respectively, from investment advisory and
services fees to Institutional Research Services to conform to our 2006 presentation.

We earn revenues for providing investment research to, and executing brokerage transactions for, institutional clients.
These clients compensate us principally by directing SCB to execute brokerage transactions, for which we earn
transaction charges. These services accounted for approximately 9%, 11%, and 14% of our company-wide net
revenues for the years ended December 31, 2006, 2005, and 2004, respectively.

Fee rates charged for brokerage transactions have declined significantly in recent years, but increases in transaction
volume and market share in both the U.S. and Europe have more than offset decreases in fee rates. For additional
information, see “Risk Factors” in Item 1A and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations - Executive Overview” in Item 7.

Custody and Brokerage
Custody
SCB LLC acts as custodian for the majority of AllianceBernstein’s private client AUM and some of

AllianceBernstein’s hedge fund AUM and institutional AUM. Other custodial arrangements are maintained by
client-designated banks, trust companies, brokerage firms or other custodians.
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Brokerage

We generally have the discretion to select the broker-dealers to execute securities transactions for client accounts.

When selecting brokers, we are required to obtain “best execution”. Although there is no single statutory definition, SEC
releases and other legal guidelines make clear that the duty to obtain best execution requires us to seek “the most
advantageous terms reasonably available under the circumstances for a customer’s account”. In addition to paying the
lowest possible commission rate, we take into account such factors as current market conditions, financial

strength, and the ability and willingness of the broker to commit capital by taking positions in order to execute
transactions.

While we select brokers primarily on the basis of their execution capabilities, we may also take into consideration the
quality and amount of research services (“Soft Dollar Services”) a broker provides to us for the benefit of our clients.
Soft Dollar Services, which we purchase to augment our own research capabilities, are governed by Section 28(e) of
the Exchange Act. We use broker-dealers that provide Soft Dollar Services in consideration for commissions paid for
the execution of client trades, subject at all times to our duty to seek best execution, and with respect to which we
reasonably conclude, in good faith, that the value of the execution and other services we receive from the
broker-dealer is reasonable in relation to the amount of commissions paid. The commissions charged by these
full-service brokers are higher than those charged by electronic trading networks and other “low-touch” venues.

We sometimes execute client transactions through SCB LLC or SCBL, our affiliated broker-dealers. We do so only
when our clients have consented to our use of affiliated broker-dealers or we are otherwise permitted to do so, and
only when we can execute these transactions in accordance with applicable law (e.g., our obligation to obtain best
execution). In 2006, we executed approximately $4.8 million in transactions through SCB. We may use brokers to
effect client transactions that sell shares of AllianceBernstein Funds or third party funds we sub-advise; however, we
prohibit our investment professionals who place trades from considering these other relationships or the sale of fund
shares as a factor when selecting brokers to effect transactions.

We have a Brokerage Allocation Committee that covers equities and has principal oversight responsibility for
evaluating brokerage matters, including how to use the Soft Dollar Services we receive in a manner that is in the best
interests of our clients and consistent with current regulatory requirements.

Service Marks

In connection with our name changes to AllianceBernstein L.P. and AllianceBernstein Holding L.P. in February 2006,
we applied to register a number of service marks with the U.S. Patent and Trademark Office and various foreign
patent offices, including an “AB” design logo and the combination of such logo with the mark “AllianceBernstein”.

In connection with the Bernstein Transaction, we acquired all of the rights and title in, and to, the Bernstein service
marks, including the mark “Bernstein”.

Regulation

AllianceBernstein, Holding, the General Partner, SCB LLC, AllianceBernstein Global Derivatives Corporation (a
wholly-owned subsidiary of AllianceBernstein, “Global Derivatives”), and Alliance Corporate Finance Group
Incorporated (a wholly-owned subsidiary of AllianceBernstein) are investment advisers registered under the
Investment Advisers Act. SCB LLC and Global Derivatives are also registered with the Commodity Futures Trading
Commission as commodity pool operators.
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Each U.S. Fund is registered with the SEC under the Investment Company Act and the shares of most U.S. Funds are
qualified for sale in all states in the United States and the District of Columbia, except for U.S. Funds offered only to
residents of a particular state. Investor Services is registered with the SEC as a transfer agent.
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SCB LLC and AllianceBernstein Investments are registered with the SEC as broker-dealers. SCB LLC is a member of
the NYSE. SCBL is a broker regulated by the Financial Services Authority of the United Kingdom (“FSA”) and is a
member of the London Stock Exchange. SCB LLC and AllianceBernstein Investments are subject to minimum net
capital requirements imposed by the SEC, and SCBL is subject to the financial resources requirements of the FSA, as
follows:

Minimum Net Capital/
Financial Resources as of
December 31, 2006
Required Actual
(in millions)

AllianceBernstein Investments $ 21.6 $ 42.4
SCB 41.5 154.1
SCBL 16.0 30.7
Total $ 79.1 $ 227.2

Holding Units trade publicly on the NYSE under the ticker symbol “AB”. Holding is an NYSE listed company and,
therefore, subject to the applicable regulations set forth in the NYSE Listed Company Manual.

AllianceBernstein Trust Company, LLC, a wholly-owned subsidiary of AllianceBernstein, is a non-depository trust
company chartered under New Hampshire law. AllianceBernstein Trust Company was chartered in order to serve as
trustee and investment adviser to company-sponsored collective investment trusts and is authorized to act as trustee,
executor, transfer agent, custodian, investment adviser, and in any other capacity authorized for a trust company under
New Hampshire law. As a state-chartered trust company exercising fiduciary powers, AllianceBernstein Trust
Company must comply with New Hampshire laws applicable to trust company operations (such as NH Revised
Statutes Annotated Part 392), certain federal laws (such as ERISA and sections of the Bank Secrecy Act), and the
New Hampshire banking laws.

Our relationships with AXA and its subsidiaries are subject to applicable provisions of the insurance laws and
regulations of New York and other states. Under such laws and regulations, the terms of certain investment advisory
and other agreements we enter into with AXA or its subsidiaries are required to be fair and equitable, charges or fees
for services performed must be reasonable, and, in some cases, are subject to regulatory approval.

All aspects of our business are subject to various federal and state laws and regulations, rules of various securities
regulators and exchanges, and laws in the foreign countries in which our subsidiaries and joint ventures conduct
business. These laws and regulations are primarily intended to benefit clients and fund shareholders and generally
grant supervisory agencies broad administrative powers, including the power to limit or restrict the carrying on of
business for failure to comply with such laws and regulations. In such event, the possible sanctions that may be
imposed include the suspension of individual employees, limitations on engaging in business for specific periods, the
revocation of the registration as an investment adviser or broker-dealer, censures, and fines.

Some of our subsidiaries are subject to the oversight of regulatory authorities in Europe, including the FSA in the
U.K., and in Asia, including the Securities and Futures Commission in Hong Kong and the Monetary Authority of
Singapore. While the requirements of these foreign regulators are often comparable to the requirements of the SEC
and other U.S. regulators, they are sometimes more restrictive and may cause us to incur substantial expenditures of
time and money in our effort to comply.

Market Timing Investigations
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On December 18, 2003, we entered into agreements with the SEC and the New York State Attorney General
(“NYAG”) in connection with their investigations into trading practices in the shares of certain of our sponsored mutual
funds. Our agreement with the SEC was reflected in an Order of the Commission (“SEC Order”) dated December 18,
2003 (amended and restated January 15, 2004), while our final agreement with the NYAG was reflected in the
Assurance of Discontinuance dated September 1, 2004 (“NYAG AoD”). We took a number of important initiatives to
resolve these matters, including:

establishing a $250 million restitution fund to compensate fund shareholders for the adverse effects of market timing
(“Restitution Fund”);

reducing by 20% (on a weighted average basis) the advisory fees on U.S. long-term open-end retail mutual funds by
reducing our advisory fee rates (resulting in an approximate $66 million reduction in 2006 advisory fees, a $63
million reduction in 2005 advisory fees, and a $70 million reduction in 2004 advisory fees), and we will maintain
these reduced fee rates for at least the five-year period that commenced January 1, 2004; and
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*  agreeing to have an independent third party perform a comprehensive compliance review biannually.

We believe that our remedial actions provide reasonable assurance that the deficiencies in our internal controls related
to market timing will not reoccur.

With the approval of the independent directors of the U.S. Fund Boards and the staff of the SEC, we retained an
Independent Distribution Consultant (“IDC”) to develop a plan for the distribution of the Restitution Fund. To the extent
it is determined that the harm to mutual fund shareholders caused by market timing exceeds $200 million, we will be
required to contribute additional monies to the Restitution Fund. On September 30, 2005, the IDC submitted to the

SEC Staff the portion of his report concerning his methodology for determining damages and a proposed distribution
plan, which addresses the mechanics of distribution. The Restitution Fund proceeds will not be distributed until after

the SEC has issued an order approving the distribution plan. Until then, it is not possible to predict the exact timing,
method, or amount of the distribution.

Certain market timing-related litigation to which we are currently subject involves the State of West Virginia. For a
description of these matters, see “Legal Proceedings - Market Timing-related Matters” in Item 3.

Taxes

AllianceBernstein is a private partnership for federal income tax purposes and, accordingly, is not subject to federal

and state corporate income taxes. However, AllianceBernstein is subject to the 4.0% New York City unincorporated
business tax (“UBT”). Domestic corporate subsidiaries of AllianceBernstein, which are subject to federal, state and local
income taxes, are generally included in the filing of a consolidated federal income tax return. Separate state and local
income tax returns are filed. Foreign corporate subsidiaries are generally subject to taxes in the jurisdictions where

they are located. Holding is a publicly traded partnership for federal income tax purposes and is subject to the 4.0%
UBT, net of credits for UBT paid by AllianceBernstein, and a 3.5% federal tax on partnership gross income from the
active conduct of a trade or business.

In order to preserve Holding’s status as a “grandfathered” publicly traded partnership for federal income tax purposes,
management ensures that Holding does not directly or indirectly (through AllianceBernstein) enter into a substantial
new line of business. If Holding were to lose its status as a grandfathered publicly traded partnership, it would be
subject to corporate income tax, which would reduce materially Holding’s net income and its quarterly distributions to
Holding Unitholders.

In order to preserve AllianceBernstein’s status as a private partnership for federal income tax purposes,
AllianceBernstein Units must not be considered publicly traded. The AllianceBernstein Partnership Agreement
provides that all transfers of AllianceBernstein Units must be approved by AXA Equitable and the General Partner;
AXA Equitable and the General Partner approve only those transfers permitted pursuant to one or more of the safe
harbors contained in relevant treasury regulations. If such units were considered readily tradable, AllianceBernstein
would be subject to federal and state corporate income tax on its net income. Furthermore, as noted above, should
AllianceBernstein enter into a substantial new line of business, Holding, by virtue of its ownership of
AllianceBernstein, would lose its status as a grandfathered publicly traded partnership and become subject to income
tax.

History and Structure
We have been in the investment research and management business for more than 35 years. Alliance Capital was
founded in 1971 when the investment management department of Donaldson, Lufkin & Jenrette, Inc. merged with the

investment advisory business of Moody’s Investor Services, Inc. Bernstein was founded in 1967.
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In April 1988, Holding “went public” as a master limited partnership. Holding Units, which trade under the ticker
symbol “AB”, have been listed on the NYSE since that time.

In October 1999, Holding reorganized by transferring its business and assets to AllianceBernstein, a newly-formed
operating partnership, in exchange for all of the AllianceBernstein Units (“Reorganization”). Since the date of the
Reorganization, AllianceBernstein has conducted the business formerly conducted by Holding and Holding’s activities
have consisted of owning AllianceBernstein Units and engaging in related activities. As stated above, Holding Units
trade publicly; AllianceBernstein Units do not trade publicly and are subject to significant restrictions on transfer. The
General Partner is the general partner of both AllianceBernstein and Holding.
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In October 2000, our two legacy firms, Alliance Capital and Bernstein, combined, bringing together Alliance Capital’s
expertise in growth equity and corporate fixed income investing, and its family of retail mutual funds, with Bernstein’s
expertise in value equity and tax-exempt fixed income management, and its private client business. For additional
details about our business combination, see Item 12.

As of December 31, 2006, the condensed ownership structure of AllianceBernstein was as follows (for a more
complete description of our ownership structure, see Item 12):

(U Direct and indirect ownership including unallocated Holding Units held in a trust for our deferred compensation
plans.

As of December 31, 2006, AXA, through certain of its subsidiaries (see Ifem 12), beneficially owned approximately
1.7% of the issued and outstanding Holding Units and approximately 59.3% of the issued and outstanding
AllianceBernstein Units.

The General Partner, an indirect wholly-owned subsidiary of AXA, owns 100,000 general partnership units in
Holding and a 1% general partnership interest in AllianceBernstein. Including the general partnership interests in
Holding and AllianceBernstein, and its equity interest in Holding, as of December 31, 2006, AXA, through certain of
its subsidiaries, had an approximate 60.3% economic interest in AllianceBernstein.

AXA and its subsidiaries own all of the issued and outstanding shares of the common stock of AXA Financial. AXA
Financial owns all of the issued and outstanding shares of AXA Equitable. See Item 12.

AXA, a société anonyme organized under the laws of France, is the holding company for an international group of
insurance and related financial services companies engaged in the financial protection and wealth management
businesses. AXA’s operations are diverse geographically, with major operations in Western Europe, North America,
and the Asia/Pacific area and, to a lesser extent, in other regions including the Middle East and Africa. AXA has five
operating business segments: life and savings, property and casualty, international insurance (including reinsurance),
asset management, and other financial services (including banks).

Competition

The financial services industry is intensely competitive and new entrants are continually attracted to it. No single or
small group of competitors is dominant in the industry.
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We compete in all aspects of our business with numerous investment management firms, mutual fund sponsors,
brokerage and investment banking firms, insurance companies, banks, savings and loan associations, and other
financial institutions that often provide investment products that have similar features and objectives as those we offer.
Our competitors offer a wide range of financial services to the same customers that we seek to serve. Some of our
competitors are larger, have a broader range of product choices and investment capabilities, conduct business in more
markets, and have substantially greater resources than we do. These factors may place us at a competitive
disadvantage, and we can give no assurance that our strategies and efforts to maintain and enhance our current client
relationships, and create new ones, will be successful.

AXA, AXA Financial, AXA Equitable and certain of their direct and indirect subsidiaries provide financial services,
some of which are competitive with those offered by AllianceBernstein. The AllianceBernstein Partnership
Agreement specifically allows AXA Financial and its subsidiaries (other than the General Partner) to compete with
AllianceBernstein and to exploit opportunities that may be available to AllianceBernstein. AXA, AXA Financial,
AXA Equitable and certain of their subsidiaries have substantially greater financial resources than we do and are not
obligated to provide resources to us.

To grow our business, we must be able to compete effectively for assets under management. Key competitive factors
include:

. our commitment to place the interests of our clients first;
. the quality of our research;
. our ability to attract, retain, and motivate highly skilled, and often highly specialized, personnel;
. our investment performance for clients;
. the array of investment products we offer;
. the fees we charge;
. our operational effectiveness;
. our ability to further develop and market our brand; and
. our global presence.

Increased competition could reduce the demand for our products and services, and that could have a material adverse
effect on our revenues, financial condition, results of operations, and business prospects.

Competition is an important risk that our business faces and should be considered along with the other risk factors we
discuss in Item 1A below.

Other Information
AllianceBernstein and Holding file or furnish annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and other reports required to comply with federal securities laws. The public may read and copy

any materials filed with the SEC at the SEC’s Public Reference Room at 450 Fifth Street, NW, Washington, DC
20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
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1-800-SEC-0330. The SEC also maintains an Internet site (http://www.sec.gov) that contains reports, proxy and
information statements, and other information regarding issuers that file electronically with the SEC.

AllianceBernstein and Holding maintain an Internet site (http://www.alliancebernstein.com). The portion of the site at
“Investor & Media Relations” and “Reports & SEC Filings” links to both companies’ annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Exchange Act. These reports are available through the site free of charge as
soon as reasonably practicable after such material is filed with, or furnished to, the SEC.
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Item 1A. Risk Factors

Please read this section along with the description of our business in Ifem I, the competition section just above, and
AllianceBernstein’s financial information contained in Items 6, 7, and 8. The majority of the risk factors discussed
below directly affect AllianceBernstein. These risk factors also affect Holding because Holding’s principal source of
income and cash flow is attributable to its investment in AllianceBernstein. See also our discussion of risks associated
with forward-looking statements in Item 7.

Changes in financial market levels have a direct and significant impact on our assets under management; a
significant reduction in assets under management could have a material adverse effect on our revenues,
financial condition, results of operations, and business prospects.

Performance of financial markets (both domestic and international), global economic conditions, interest rates,
inflation rates, tax regulation changes, and other factors that are difficult to predict affect the mix, market values, and
levels of assets under management. Investment advisory and services fees, the largest component of revenues, are
generally calculated as a percentage of the value of assets under management and vary with the type of account
managed. Accordingly, fee income generally increases or decreases as assets under management increase or decrease
and is affected by market appreciation or depreciation, inflow of new client assets (including purchases of mutual fund
shares), and outflow of client assets (including redemption of mutual fund shares). In addition, changing market
conditions and investment trends, particularly with respect to retirement savings, may reduce interest in certain of our
investment products and may result in a reduction in assets under management. In addition, a shift towards fixed
income products might result in a related decline in revenues and income because we generally earn higher revenues
from assets invested in our equity services than in our fixed income services.

Declines in financial markets or higher redemption levels in our mutual funds, or both, as compared to the
assumptions we have used to estimate undiscounted future cash flows from distribution plan fees, as described in Item
7, could result in impairment of the deferred sales commission asset. Due to the volatility of financial markets and
changes in redemption rates, we are unable to predict whether or when a future impairment of the deferred sales
commission asset might occur. The occurrence of an impairment would result in a material charge to our earnings.

Our business is dependent on investment advisory, selling and distribution agreements that are subject to
termination or non-renewal on short notice.

We derive most of our revenues pursuant to written investment management agreements (or other arrangements) with
institutional investors, mutual funds, and private clients, and selling and distribution agreements between
AllianceBernstein Investments and financial intermediaries that distribute AllianceBernstein Funds. Generally, the
investment management agreements (and other arrangements) are terminable at any time or upon relatively short
notice by either party. The selling and distribution agreements are terminable by either party upon notice (generally
not more than 60 days) and do not obligate the financial intermediary to sell any specific amount of fund shares. In
addition, investors in AllianceBernstein Funds can redeem their investments without notice. Any termination of, or
failure to renew, a significant number of these agreements, or a significant increase in redemption rates, could have a
material adverse effect on our revenues, financial condition, results of operations, and business prospects.

Our ability to establish new client relationships and maintain existing ones is partly dependent on our
relationships with various financial intermediaries and consultants that are not obligated to continue to work

with us.

Our ability to market our mutual funds, sub-advisory services, and investment services is partly dependent on our
access to a client base of corporate and public employee pension funds, endowment funds, domestic and foreign
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institutions and governments, insurance companies, securities firms, brokers, banks, and other intermediaries. These
intermediaries generally offer their clients investment products in addition to, and in competition with, our products.
In addition, certain institutional investors rely on consultants to advise them on the choice of investment adviser, and
we are not always considered among the best choices by all consultants. Also, our Private Client Services group relies
on referrals from financial planners, registered investment advisers, and other professionals. We cannot be certain that
we will continue to have access to, or receive referrals from, these third parties. Loss of such access or referrals could
have a material adverse effect on our revenues, financial condition, results of operations, and business prospects.

We may be unable to continue to attract and retain key personnel.

Our business depends on our ability to attract, retain, and motivate highly skilled, and often highly specialized,
technical, managerial, and executive personnel; there is no assurance that we will be able to do so.
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The market for qualified research analysts, portfolio managers, financial advisers, traders, and other professionals is
extremely competitive and is characterized by frequent movement of these investment professionals among different
firms. Portfolio managers and financial advisers often maintain strong, personal relationships with their clients so their
departure could cause us to lose client accounts, which could have a material adverse effect on our revenues, financial
condition, results of operations, and business prospects.

Poor investment performance could lead to loss of clients and a decline in revenues.

Our ability to achieve investment returns for clients that meet or exceed investment returns for comparable asset
classes and competing investment services is a key consideration when clients decide to keep their assets with us or
invest additional assets, as well as a prospective client’s decision to invest. Our inability to meet relevant investment
benchmarks could result in clients withdrawing assets and in prospective clients choosing to invest with competitors.
This could also result in lower investment management fees, including minimal or no performance-based fees, which
could result in a decline in our revenues.

We may enter into more performance-based fee arrangements with our clients in the future, which could cause
greater fluctuations in our revenues.

We sometimes charge our clients performance-based fees where we earn a relatively low base advisory fee and an
additional fee if our investment performance exceeds a specified benchmark. If we do not exceed our investment
return target for a particular period, we will not earn a performance-based fee for that period and, if the target is based
on cumulative returns, our ability to earn performance-based fees in future periods may be impaired.

We currently charge performance-based fees on approximately 15% of the assets we manage for our institutional
clients and approximately 7% of the assets we manage for private clients. Our performance-based fees are an
increasingly important part of our business. As the percentage of our AUM subject to performance-based fees grows,

seasonality and volatility of revenue and earnings may become more significant.

Unpredictable events, including natural disaster, technology failure, and terrorist attack, could adversely
impact our ability to conduct business.

War, terrorist attack, power failure, natural disaster, and rapid spread of serious disease could interrupt our operations
by:

* causing disruptions in U.S. or global economic conditions, thus decreasing investor confidence and making
investment products generally less attractive;

. inflicting loss of life;
. triggering massive technology failures or delays; and
* requiring substantial capital expenditures and operating expenses to remediate damage and restore operations.
Our operations require experienced, professional staff. Loss of a substantial number of such persons or an inability to
provide properly equipped places for them to work may, by disrupting our operations, adversely affect our revenues,

financial condition, results of operations, and business prospects.

We depend on various systems and technologies for our business to function properly and to safeguard
confidential information.
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We utilize software and related technologies throughout our business, including both proprietary systems and those
provided by outside vendors. Although we have established and tested business continuity plans, we may experience
systems delays and interruptions and it is not possible to predict with certainty all of the adverse effects that could
result from our failure, or the failure of a third party, to efficiently address these problems. These adverse effects could
include the inability to perform critical business functions or failure to comply with financial reporting and other
regulatory requirements, which could lead to loss of client confidence, harm to our reputation, exposure to disciplinary
action, and liability to our clients. Accordingly, potential system failures and the cost necessary to correct those
failures could have a material adverse effect on our revenues, financial condition, results of operations, and business
prospects.
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In addition, we could be subject to losses if we fail to properly safeguard sensitive and confidential information. As
part of our normal operations, we maintain and transmit confidential information about our clients as well as
proprietary information relating to our business operations. Our systems could be damaged by unauthorized users or
corrupted by computer viruses or other malicious software code, or authorized persons could inadvertently or
intentionally release confidential or proprietary information. Such disclosure could, among other things, allow
competitors access to our proprietary business information and require significant time and expense to investigate and
remediate the breach.

A failure in our operational systems or infrastructure, or those of third parties, could disrupt our operations,
damage our reputation, and reduce our revenues.

Weaknesses or failures in our internal processes, people or systems could lead to disruption of our operations, liability
to clients, exposure to disciplinary action, or harm to our reputation. Our business is highly dependent on our ability to
process, on a daily basis, large numbers of transactions, many of which are highly complex, across numerous and
diverse markets. These transactions generally must adhere to investment guidelines, as well as stringent legal and
regulatory standards.

Despite the contingency plans and facilities we have in place, our ability to conduct business may be adversely
affected by a disruption in the infrastructure that supports our operations and the communities in which they are
located. This may include a disruption involving electrical, communications, transportation or other services used by
AllianceBernstein or third parties with which we conduct business. If a disruption occurs in one location and our
employees in that location are unable to occupy our offices or communicate with or travel to other locations, our
ability to conduct business with and on behalf of our clients may suffer, and we may not be able to successfully
implement contingency plans that depend on communication or travel.

Our business is based on the trust and confidence of our clients; any damage to that trust and confidence can
cause assets under management to decline and can have a material adverse effect on our revenues, financial
condition, results of operations, and business prospects.

We are dedicated to earning and maintaining the trust and confidence of our clients; the good reputation created
thereby is essential to our business. Damage to our reputation could substantially impair our ability to maintain or
grow our business.

We may not always successfully manage potential conflicts of interest that arise in our business.

Our reputation is one of our most important assets. As our business and client base expand, we increasingly must
manage potential conflicts of interest, including situations where our services to a particular client conflict, or are
perceived to conflict, with the interests of another client, as well as situations where certain of our employees have
access to material non-public information that may not be shared with all employees of our firm. Failure to adequately
address potential conflicts of interest could adversely affect our revenues, financial condition, results of operations,
and business prospects.

We have procedures and controls that are designed to address and manage conflicts of interest, including those
designed to prevent the improper sharing of information. However, appropriately managing conflicts of interest is
complex and difficult, and our reputation could be damaged and the willingness of clients to enter into transactions in
which such a conflict might arise may be affected if we fail, or appear to fail, to deal appropriately with conflicts of
interest. In addition, potential or perceived conflicts could give rise to litigation or enforcement actions.
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Rates we charge for brokerage transactions have declined significantly in recent years, and we expect those
declines to continue, which could have an adverse effect on our revenues.

Fee rates charged for brokerage transactions have declined significantly in recent years and this has affected our
Institutional Research Services revenues. To date, increases in transaction volume and market share have more than
offset decreases in rates, but this may not continue. Brokerage transaction revenues are also affected by the increasing
use of electronic trading systems which charge transaction fees for execution-only services that are a small fraction of
the full service fee rates traditionally charged by SCB and other brokers for brokerage services and the provision of
proprietary research. Also, regulatory changes in the United Kingdom and the United States have resulted or will
result in investors being given more information regarding the allocation of amounts they are paying for brokerage
between execution services and research services and this may further reduce the willingness of investors to pay
current rates for full-service brokerage. All of these factors may result in reductions in per transaction brokerage fees
that SCB charges its clients; we expect these reductions to continue.
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The costs of insurance are substantial and may increase.

Our insurance expenses increased significantly between 2001 and 2004 and, although they decreased slightly in 2005
and 2006, increases in the future are possible. In addition, certain insurance coverage may not be available or

may only be available at prohibitive costs. As we renew our insurance policies, we may be subject to additional costs
resulting from rising premiums, the assumption of higher deductibles and/or co-insurance liability, a revised
premium-sharing arrangement with certain U.S. Funds, and, to the extent certain U.S. Funds purchase separate
directors and officers/errors and omissions liability coverage, an increased risk of insurance companies disputing
responsibility for joint claims. Higher insurance costs and incurred deductibles reduce our net income.

Our business is subject to pervasive global regulation, the compliance with which could involve substantial
expenditures of time and money, and the violation of which could result in material adverse consequences.

Virtually all aspects of our business are subject to various federal and state laws and regulations, rules of various
securities regulators and exchanges, and laws in the foreign countries in which our subsidiaries conduct business. If
we violate these laws or regulations, we could be subject to civil liability, criminal liability, or sanction, including
revocation of our and our subsidiaries’ registrations as investment advisers or broker-dealers, revocation of the licenses
of our employees, censures, fines, or temporary suspension or permanent bar from conducting business. A regulatory
proceeding, even if it does not result in a finding of wrongdoing or sanction, could require substantial expenditures of
time and money. Any such liability or sanction could have a material adverse effect on our revenues, financial
condition, results of operations, and business prospects. These laws and regulations generally grant supervisory
agencies and bodies broad administrative powers, including, in some cases, the power to limit or restrict doing
business for failure to comply with such laws and regulations. Moreover, regulators in non-U.S. jurisdictions could
change their policies or laws in a manner that might restrict or otherwise impede our ability to market, distribute, or
register investment products in their respective markets. These local requirements could increase the expenses we
incur in a specific jurisdiction without any corresponding increase in revenues from operating in the jurisdiction.

Due to the extensive laws and regulations to which we are subject, we devote substantial time and effort to legal and
regulatory compliance issues. In addition, the regulatory environment in which we operate changes frequently and
regulations have increased significantly in recent years. We may be adversely affected as a result of new or revised
legislation or regulations or by changes in the interpretation or enforcement of existing laws and regulations.

The financial services industry is highly competitive.

The financial services industry is intensely competitive. We compete on the basis of a number of factors, including
our array of investment services, our investment performance for our clients, innovation, reputation, and price. As our
global presence continues to expand, we may face competitors with more experience and more established
relationships with clients, regulators and industry participants in the relevant market, which could adversely affect our
ability to expand.

We are involved in various legal proceedings and regulatory matters and may be involved in such proceedings
in the future, any one or combination of which could have a material adverse effect on our revenues, financial
condition, results of operations, and business prospects.

We are involved in various matters, including employee arbitrations, regulatory inquiries, administrative proceedings,
and litigation, some of which allege material damages, and we may be involved in additional matters in the future.
Litigation is subject to significant uncertainties, particularly when plaintiffs allege substantial or indeterminate
damages, or when the litigation is highly complex or broad in scope. We have described all pending material legal
proceedings in Item 3.
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Risks related to the Partnerships’ structure

The partnership structure of Holding and AllianceBernstein limits unitholders’ abilities to influence the
management and operation of AllianceBernstein’s business and is highly likely to prevent a change in control of
Holding and AllianceBernstein.

The General Partner, as general partner of both Holding and AllianceBernstein, generally has the exclusive right and
full authority and responsibility to manage, conduct, control, and operate their respective businesses, except as
otherwise expressly stated in their respective Amended and Restated Agreements of Limited Partnership. Holding and
AllianceBernstein unitholders have more limited voting rights on matters affecting AllianceBernstein than do holders
of common stock in a corporation. The respective Amended and Restated Agreements of Limited Partnership provide
that unitholders do not have any right to vote for directors of the General Partner and that unitholders can only vote on
certain extraordinary matters (including removal of the General Partner under certain extraordinary circumstances).
Additionally, the AllianceBernstein Partnership Agreement includes significant restrictions on transfers of
AllianceBernstein Units and provisions that have the practical effect of preventing the removal of the General Partner,
which are highly likely to prevent a change in control of AllianceBernstein’s management.

AllianceBernstein Units are illiquid.

There is no public trading market for AllianceBernstein Units and AllianceBernstein does not anticipate that a public
trading market will ever develop. The AllianceBernstein Partnership Agreement restricts our ability to participate in a
public trading market or anything substantially equivalent to one by providing that any transfer which may cause
AllianceBernstein to be classified as a “publicly traded partnership” as defined in Section 7704 of the Internal Revenue
Code of 1986, as amended, shall be deemed void and shall not be recognized by AllianceBernstein. In addition,
AllianceBernstein Units are subject to significant restrictions on transfer; all transfers of AllianceBernstein Units are
subject to the written consent of AXA Equitable and the General Partner pursuant to the AllianceBernstein Partnership
Agreement. Generally, neither AXA Equitable nor the General Partner will permit any transfer that it believes would
create a risk that AllianceBernstein would be treated as a corporation for tax purposes. AXA Equitable and the
General Partner have implemented a transfer policy that requires a seller to locate a purchaser, and imposes annual
volume restrictions on transfers. You may request a copy of the transfer program from our corporate secretary
(corporate.secretary@alliancebernstein.com). Also, we have filed the transfer program as Exhibit 10.09 to this

Form 10-K.

Failure to properly maintain the partnership structure of Holding and AllianceBernstein would have
significant tax ramifications.

AllianceBernstein is a private partnership for federal income tax purposes and, accordingly, is not subject to federal
and state corporate income taxes. However, AllianceBernstein is subject to the 4.0% UBT. Holding is a publicly
traded partnership for federal income tax purposes and is subject to the 4.0% UBT, net of credits for UBT paid by
AllianceBernstein, and a 3.5% federal tax on partnership gross income from the active conduct of a trade or business.

In order to preserve Holding’s status as a “grandfathered” publicly traded partnership for federal income tax purposes,
management ensures that Holding does not directly or indirectly (through AllianceBernstein) enter into a substantial
new line of business. If Holding were to lose its status as a grandfathered publicly traded partnership, it would be
subject to corporate income tax, which would reduce materially Holding’s net income and its quarterly distributions to
Holding Unitholders.

In order to preserve AllianceBernstein’s status as a private partnership for federal income tax purposes,
AllianceBernstein Units must not be considered publicly traded. The AllianceBernstein Partnership Agreement
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provides that all transfers of AllianceBernstein Units must be approved by AXA Equitable and the General Partner;
AXA Equitable and the General Partner approve only those transfers permitted pursuant to one or more of the safe
harbors contained in relevant treasury regulations. If such units were considered readily tradable, AllianceBernstein
would be subject to federal and state corporate income tax on its net income. Furthermore, as noted above, should
AllianceBernstein enter into a substantial new line of business, Holding, by virtue of its ownership of
AllianceBernstein, would lose its status as a grandfathered publicly traded partnership and would become subject to
income tax as set forth above.

Item 1B. Unresolved Staff Comments
Neither AllianceBernstein nor Holding has unresolved comments from the staff of the SEC to report.
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Item 2. Properties

Our principal executive offices at 1345 Avenue of the Americas, New York, New York are occupied pursuant to a
lease which extends until 2029. We currently occupy approximately 837,270 square feet of space at this location. We
also occupy approximately 226,374 square feet of space at 135 West 50th Street, New York, New York under a lease
expiring in 2029 and approximately 210,756 square feet of space at One North Lexington, White Plains, New York
under a lease expiring in 2031. AllianceBernstein Investments and Investor Services occupy approximately 134,261
square feet of space in Secaucus, New Jersey, and approximately 92,067 square feet of space in San Antonio, Texas,
under leases expiring in 2007 and 2009, respectively. We exercised an early lease termination option, effective 2007,
for Secaucus, New Jersey; that lease originally expired in 2016.

We also lease space in 19 other cities in the United States. Our subsidiaries and joint ventures lease space in London,
England under leases expiring in 2013, 2015, and 2016, in Tokyo, Japan under leases expiring in 2009, and in 23 other
cities outside the United States.

Item 3. Legal Proceedings

With respect to all significant litigation matters, we conduct a probability assessment of the likelihood of a negative
outcome. If we determine the likelihood of a negative outcome is probable, and the amount of the loss can be

reasonably estimated, we record an estimated loss for the expected outcome of the litigation as required by Statement

of Financial Accounting Standards No. 5 (“SFAS No. 57), “Accounting for Contingencies”, and Financial Accounting
Standards Board (“FASB”) Interpretation No. 14, “Reasonable Estimation of the Amount of a Loss - an interpretation of
FASB Statement No. 5”. If the likelihood of a negative outcome is reasonably possible and we are able to indicate an
estimate of the possible loss or range of loss, we disclose that fact together with the estimate of the possible loss or
range of loss. However, it is difficult to predict the outcome or estimate a possible loss or range of loss because
litigation is subject to significant uncertainties, particularly when plaintiffs allege substantial or indeterminate

damages, or when the litigation is highly complex or broad in scope.

On April 8, 2002, In re Enron Corporation Securities Litigation, a consolidated complaint (as subsequently amended,
“Enron Complaint”) was filed in the United States District Court for the Southern District of Texas, Houston Division,
against numerous defendants, including AllianceBernstein, alleging that AllianceBernstein violated Sections 11 and
15 of the Securities Act with respect to a registration statement filed by Enron Corp. On January 2, 2007, the court
issued a final judgment dismissing the Enron Complaint as the allegations therein pertained to AllianceBernstein. The
parties have agreed that there will be no appeal.

Market Timing-related Matters

On October 2, 2003, a purported class action complaint entitled Hindo, et al. v. AllianceBernstein Growth & Income
Fund, et al. (“Hindo Complaint”) was filed against AllianceBernstein, Holding, the General Partner, AXA Financial, the
U.S. Funds, the registrants and issuers of those funds, certain officers of AllianceBernstein (“‘AllianceBernstein
defendants”), and certain unaffiliated defendants, as well as unnamed Doe defendants. The Hindo Complaint was filed
in the United States District Court for the Southern District of New York by alleged shareholders of two of the U.S.
Funds. The Hindo Complaint alleges that certain of the AllianceBernstein defendants failed to disclose that they
improperly allowed certain hedge funds and other unidentified parties to engage in “late trading” and “market timing” of
U.S. Fund securities, violating Sections 11 and 15 of the Securities Act, Sections 10(b) and 20(a) of the Exchange Act,
and Sections 206 and 215 of the Investment Advisers Act. Plaintiffs seek an unspecified amount of compensatory
damages and rescission of their contracts with AllianceBernstein, including recovery of all fees paid to
AllianceBernstein pursuant to such contracts.
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Following October 2, 2003, additional lawsuits making factual allegations generally similar to those in the Hindo
Complaint were filed in various federal and state courts against AllianceBernstein and certain other defendants. All
state court actions against AllianceBernstein either were voluntarily dismissed or removed to federal court. On
February 20, 2004, the Judicial Panel on Multidistrict Litigation transferred all federal actions to the United States
District Court for the District of Maryland (“Mutual Fund MDL”). On September 29, 2004, plaintiffs filed consolidated
amended complaints with respect to four claim types: mutual fund shareholder claims; mutual fund derivative claims;
derivative claims brought on behalf of Holding; and claims brought under ERISA by participants in the Profit Sharing
Plan for Employees of AllianceBernstein. All four complaints included substantially identical factual allegations,
which appear to be based in large part on the SEC Order and the NYAG AoD.

-7
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On April 21, 2006, AllianceBernstein and attorneys for the plaintiffs in the mutual fund shareholder claims, mutual
fund derivative claims, and ERISA claims entered into a confidential memorandum of understanding (“MOU”)
containing their agreement to settle these claims. The agreement will be documented by a stipulation of settlement and
will be submitted for court approval at a later date. The settlement amount ($30 million), which we previously accrued
and disclosed, has been disbursed. The derivative claims brought on behalf of Holding, in which plaintiffs seek an
unspecified amount of damages, remain pending.

We intend to vigorously defend against the lawsuit involving derivative claims brought on behalf of Holding. At the
present time, we are unable to predict the outcome or estimate a possible loss or range of loss in respect of this matter
because of the inherent uncertainty regarding the outcome of complex litigation, and the fact that the plaintiffs did not
specify an amount of damages sought in their complaint.

On April 11, 2005, a complaint entitled The Attorney General of the State of West Virginia v. AIM Advisors, Inc., et
al. (“WVAG Complaint”) was filed against AllianceBernstein, Holding, and various unaffiliated defendants. The
WVAG Complaint was filed in the Circuit Court of Marshall County, West Virginia by the Attorney General of the
State of West Virginia. The WV AG Complaint makes factual allegations generally similar to those in the Hindo
Complaint. On October 19, 2005, the WVAG Complaint was transferred to the Mutual Fund MDL. On August 30,
2005, the WV Securities Commissioner signed a Summary Order to Cease and Desist, and Notice of Right to Hearing
(“Summary Order”) addressed to AllianceBernstein and Holding. The Summary Order claims that AllianceBernstein
and Holding violated the West Virginia Uniform Securities Act and makes factual allegations generally similar to
those in the SEC Order and NYAG AoD. On January 25, 2006, AllianceBernstein and Holding moved to vacate the
Summary Order. In early September 2006, the court denied this motion, and the Supreme Court of Appeals in West
Virginia denied our petition for appeal. On September 22, 2006, we filed an answer and moved to dismiss the
Summary Order with the WV Securities Commissioner.

We intend to vigorously defend against the allegations in the WVAG Complaint and the Summary Order. At the
present time, we are unable to predict the outcome or estimate a possible loss or range of loss in respect of these
matters because of the inherent uncertainty regarding the outcome of complex litigation, the fact that plaintiffs did not
specify an amount of damages sought in their complaint, and the fact that, to date, we have not engaged in settlement
negotiations.

Revenue Sharing-related Matters

On June 22, 2004, a purported class action complaint entitled Aucoin, et al. v. Alliance Capital Management L.P., et
al. (“Aucoin Complaint”) was filed against AllianceBernstein, Holding, the General Partner, AXA Financial,
AllianceBernstein Investments, certain current and former directors of the U.S. Funds, and unnamed Doe defendants.
The Aucoin Complaint names the U.S. Funds as nominal defendants. The Aucoin Complaint was filed in the United
States District Court for the Southern District of New York by alleged shareholders of the AllianceBernstein

Growth & Income Fund. The Aucoin Complaint alleges, among other things, (i) that certain of the defendants
improperly authorized the payment of excessive commissions and other fees from U.S. Fund assets to broker-dealers
in exchange for preferential marketing services, (ii) that certain of the defendants misrepresented and omitted from
registration statements and other reports material facts concerning such payments, and (iii) that certain defendants
caused such conduct as control persons of other defendants. The Aucoin Complaint asserts claims for violation of
Sections 34(b), 36(b) and 48(a) of the Investment Company Act, Sections 206 and 215 of the Advisers Act, breach of
common law fiduciary duties, and aiding and abetting breaches of common law fiduciary duties. Plaintiffs seek an
unspecified amount of compensatory damages and punitive damages, rescission of their contracts with
AllianceBernstein, including recovery of all fees paid to AllianceBernstein pursuant to such contracts, an accounting
of all U.S. Fund-related fees, commissions and soft dollar payments, and restitution of all unlawfully or
discriminatorily obtained fees and expenses.
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On February 2, 2005, plaintiffs filed a consolidated amended class action complaint (“Aucoin Consolidated Amended
Complaint”) that asserted claims substantially similar to the Aucoin Complaint and nine additional subsequently-filed
lawsuits. On October 19, 2005, the United States District Court for the Southern District of New York dismissed each
of the claims set forth in the Aucoin Consolidated Amended Complaint, except for plaintiffs’ claim under

Section 36(b) of the Investment Company Act. On January 11, 2006, the District Court granted defendants’ motion for
reconsideration and dismissed the remaining Section 36(b) claim. On May 31, 2006, the District Court denied
plaintiffs’ motion for leave to file their amended complaint. On July 5, 2006, plaintiffs filed a notice of appeal, which
was subsequently withdrawn subject to plaintiffs’ right to reinstate it at a later date.

We believe that plaintiffs’ allegations in the Aucoin Consolidated Amended Complaint are without merit and intend to
vigorously defend against these allegations. At the present time, we are unable to predict the outcome or estimate a
possible loss or range of loss in respect of this matter because of the inherent uncertainty regarding the outcome of
complex litigation, the fact that plaintiffs did not specify an amount of damages sought in their complaint, and the fact
that, to date, we have not engaged in settlement negotiations.
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We are involved in various other matters, including employee arbitrations, regulatory inquiries, administrative
proceedings, and litigation, some of which allege material damages. While any proceeding or litigation has the
element of uncertainty, we believe that the outcome of any one of the other lawsuits or claims that is pending or
threatened, or all of them combined, will not have a material adverse effect on our results of operations or financial
condition.

Item 4. Submission of Matters to a Vote of Security Holders

Neither AllianceBernstein nor Holding submitted a matter to a vote of security holders during the fourth quarter of
2006.

-20 .
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market for Holding Units and AllianceBernstein Units; Cash Distributions
Holding Units trade publicly on the NYSE under the ticker symbol “AB”.

There is no established public trading market for AllianceBernstein Units, which are subject to significant restrictions
on transfer. In general, transfers of AllianceBernstein Units will be allowed only with the written consent of both
AXA Equitable and the General Partner. Generally, neither AXA Equitable nor the General Partner will permit any
transfer that it believes would create a risk that AllianceBernstein would be treated as a corporation for tax purposes.
AXA Equitable and the General Partner have implemented a transfer policy, a copy of which you may request from
our corporate secretary (corporate.secretary@alliancebernstein.com). Also, we have filed the transfer program as
Exhibit 10.09 to this Form 10-K.

Each of Holding and AllianceBernstein distributes on a quarterly basis all of its Available Cash Flow, as defined in
the Holding Partnership Agreement and AllianceBernstein Partnership Agreement, to its unitholders and the General
Partner. For additional information concerning distribution of Available Cash Flow by Holding, see Note 2 to
Holding’s financial statements in Item 8. For additional information concerning distribution of Available Cash Flow
by AllianceBernstein, see Note 2 to AllianceBernstein’s consolidated financial statements in Item 8.

Holding’s principal source of income and cash flow is attributable to its limited partnership interests in
AllianceBernstein.

The tables set forth below provide the distributions of Available Cash Flow made by AllianceBernstein and Holding
during 2006 and 2005 and the high and low sale prices of Holding Units on the NYSE during 2006 and 2005:

Quarters Ended 2006
December 31 September 30 June 30 March 31
Cash distributions per
AllianceBernstein Unit(1) $ 1.60 $ 096 $ 099 § 0.87
Cash distributions per Holding Unit)  $ 148  $ 087 $ 089 $ 0.78
Holding Unit prices:
High $ 8292 § 71.03 $ 72.11 $ 66.60
Low $ 68.27 $ 56.10 $ 5550 % 56.12
Quarters Ended 2005
December 31 September 30 June 30 March 31
Cash distributions per
AllianceBernstein Unit(1) $ .12 % 082 $ 076 $ 0.63
Cash distributions per Holding Unit)  $ 1.02 % 074 % 068 $ 0.56
Holding Unit prices:
High $ 5846 % 48.39  $ 4775 % 49.90
Low $ 46.00 $ 4365 % 4235 % 40.25
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@) Declared and paid during the following quarter.

On January 31, 2007, the closing price of Holding Units on the NYSE was $90.09 per Unit and there were
approximately 1,106 Holding Unitholders of record for approximately 90,000 beneficial owners. On January 31, 2007,
there were approximately 512 AllianceBernstein Unitholders of record, and we do not believe there are substantial
additional beneficial owners.
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Recent Sales of Unregistered Securities; Use of Proceeds from Registered Securities

As reported in our Form 10-Q for the quarter ended March 31, 2005, on February 25, 2005 and April 1, 2004, we
allocated 131,873 and 262,510 Holding Units, respectively, with aggregate values of $5,538,640 and $9,191,996,
respectively, for the benefit of certain of our employees under an employee award plan. An exemption from
registration under Section 4(2) of the Securities Act was available for the allocation of the Holding Units because such
transactions did not involve a public offering.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

The following table provides information relating to any Holding Units bought by us or one of our affiliates in the
fourth quarter of the fiscal year covered by this report:

Issuer Purchases of Equity Securities

(d)
Maximum
Number
(c) (or Approximate
(b) Total Number ofDollar Value) of
Average Price  Holding UnitsHolding Units that
(a) Paid Purchased as May Yet Be

Total Number Per Holding Part of PubliclyPurchased Under
of Holding Units Unit, net of Announced Plans the Plans or

Period Purchased Commissions or Programs Programs

10/1/06-10/31/06(1) 74,405 $ 68.99 — —
11/1/06-11/30/06 — — — —
12/1/06-12/31/06® 40,642 76.98 — —
Total 115,047 $ 71.81 — —

() On October 2, 2006, we purchased these Holding Units from employees to allow them to fulfill statutory
withholding tax requirements at the time of distribution of deferred compensation awards.

(2)On December 1, 2006, we purchased these Holding Units from employees to allow them to fulfill statutory
withholding tax requirements at the time of distribution of deferred compensation awards.

The following table provides information relating to any AllianceBernstein Units bought by us or one of our affiliates
in the fourth quarter of the fiscal year covered by this report:

Issuer Purchases of Equity Securities

Period (a) (b) (o) (d)
Total Number  Average Price Total Number of Maximum
of Paid Per  AllianceBernstein  Number

AllianceBernsteinAllianceBernsteil/nits Purchased agr Approximate
Units Purchased Unit, net of  Part of Publicly Dollar Value) of
Commissions Announced PlandllianceBernstein
or Programs Units that May Yet
Be Purchased
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Under the Plans or

Programs
10/1/06-10/31/06 —$ — — _
11/1/06-11/30/06 — — — _
12/1/06-12/31/06(1) 1,300 79.70 — -
Total 1,300 $ 79.70 — —

(On December 7, 2006, AXA Financial purchased a total of 1,300 AllianceBernstein Units from two unaffiliated
unitholders in private transactions.
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Item 6.

INCOME STATEMENT
DATA:

Equity in earnings of
AllianceBernstein

Income taxes

Net income

Basic net income per unit
Diluted net income per unit
CASH DISTRIBUTIONS PER
UNIT®

BALANCE SHEET DATA AT
PERIOD END:

Total assets

Partners’ capital

Selected Financial Data

ALLIANCEBERNSTEIN HOLDING L.P.

&L L P

©“ &+

Selected Financial Data

2006

359,469
34,473
324,996
3.85
3.82

4.02

1,568,034
1,559,188

@ BB L

@ &L

Years Ended December 31,

2005

2004

2003

(in thousands, except per unit amounts)

275,054
26,990
248,064
3.04
3.02

3.00

1,377,054
1,368,846

& BH A

<5

$

219,971
24,798
195,173
245
243

2.01

1,303,446
1,295,670

&L LH L

&L L

100,424
21,819
78,605

1.02
1.01

1.45

1,166,097
1,158,606

& BH A

& &~

2002

183,695
21,653
162,042
2.14
2.11

2.15

1,237,546
1,230,543

(DHolding is required to distribute all of its Available Cash Flow, as defined in the Holding Partnership Agreement, to

its unitholders.
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INCOME STATEMENT
DATA:

Revenues:

Investment advisory and
services fees

Distribution revenues
Institutional research services
Dividend and interest income
Investment gains (losses)
Other revenues

Total revenues

Less: interest expense

Net revenues

Expenses:

Employee compensation and
benefits

Promotion and servicing:
Distribution plan payments
Amortization of deferred sales
commissions

Other

General and administrative
Interest on borrowings
Amortization of intangible
assets

Charge for mutual fund matters
and legal proceedings

Operating income
Non-operating income
Income before income taxes
Income taxes

Net income

Basic net income per unit
Diluted net income per unit
Operating margin(®

CASH DISTRIBUTIONS
PER UNIT®

BALANCE SHEET DATA
AT PERIOD END:

&*L L L

ALLIANCEBERNSTEIN L.P.
Selected Consolidated Financial Data

Years Ended December 31,
2006 2005 2004 2003

20020

(in thousands, except per unit amounts and unless otherwise indicated)

2,890,229 $ 2,259,392 § 1,996,819 $ 1,769,562 $
421,045 397,800 447,283 436,037
375,075 352,757 420,141 380,705
266,520 152,781 72,743 37,841
53,134 28,631 14,499 12,408
132,237 117,227 136,744 148,790
4,138,240 3,308,588 3,088,229 2,785,343
187,833 95,863 32,796 20,415
3,950,407 3,212,725 3,055,433 2,764,928
1,547,627 1,262,198 1,085,163 914,529
292,886 291,953 374,184 370,575
100,370 131,979 177,356 208,565
218,944 198,004 202,327 197,079
583,296 384,339 426,389 339,706
23,124 25,109 24,232 25,286
20,710 20,700 20,700 20,700
— — — 330,000
2,786,957 2,314,282 2,310,351 2,406,440
1,163,450 898,443 745,082 358,488
20,196 34,446 — —
1,183,646 932,889 745,082 358,488
75,045 64,571 39,932 28,680
1,108,601 $ 868318 $ 705150 $ 329,808 $
426 $ 337 $ 276 $ 1.30 $
422 $ 335 $ 274 % 129 $
29.5% 28.0% 24.4% 13.0%
442 $ 333 $ 240 $ 1.65 $

1,724,962
467,463
417,824

52,024
(6,933)
154,323
2,809,663
31,939
2,777,724

907,075
392,780

228,968
228,624
329,059

27,385

20,700

2,134,591

643,133
643,133
32,155
610,978
2.42
2.39

23.2%

2.44
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Total assets $ 10,601,105 $ 9,490,480 $ 8,779,330 $ 8,171,669
Debt $ 334901 $ 407,291 $ 407,517  $ 405,327
Partners’ capital $ 4,570,997 $ 4,302,674 $ 4,183,698 $ 3,778,469
ASSETS UNDER

MANAGEMENT AT

PERIOD END (in millions) $ 716,895 $ 578,552 $ 538,764 $ 477,267

$
$
$

$

() Certain prior-year amounts have been reclassified to conform to our 2006 presentation. See Note 2 to

AllianceBernstein’s consolidated financial statements in Item 8 for a discussion of reclassifications.
@) Operating income as a percentage of net revenues.

7,217,970
426,907
3,963,451

388,743

() AllianceBernstein is required to distribute all of its Available Cash Flow, as defined in the AllianceBernstein

Partnership Agreement, to its unitholders and the General Partner.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Holding
Holding’s principal source of income and cash flow is attributable to its investment in AllianceBernstein limited
partnership interests. The Holding financial statements and notes and management’s discussion and analysis of

financial condition and results of operations (“MD&A”) should be read in conjunction with those of AllianceBernstein.

Results of Operations

Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in thousands)
AllianceBernstein net income $ 1,108,601 $ 868,318 $ 705,150 27.7% 23.1%
Weighted average equity ownership
interest 32.4% 31.7% 31.2%
Equity in earnings of
AllianceBernstein $ 359,469 $ 275054 $ 219,971 30.7 25.0
Net income of Holding $ 324996 $ 248,064 $ 195,173 31.0 27.1
Diluted net income per Holding
Unit $ 382§ 302§ 243 26.5 243
Distribution per Holding Unit $ 402 $ 3.00 $ 2.01 34.0 49.3

In 2006, net income and diluted net income per unit significantly increased from prior years due to higher equity in
earnings of AllianceBernstein. As contemplated in our January 24, 2007 earnings announcement, our results have
been adjusted to reflect the effects of a fourth quarter 2006 charge recorded by AllianceBernstein for the estimated
cost of reimbursing certain clients for losses arising out of an error made in processing claims for class action
settlement proceeds on behalf of these clients, which include some AllianceBernstein-sponsored mutual funds (see
AllianceBernstein’s “Consolidated Results of Operations” in this Item 7 for a discussion of the charge). The

charge recorded by AllianceBernstein is somewhat larger than the amount contemplated in the earnings
announcement, and reflects our identification of additional class actions and client accounts subject to the claim
processing error during an extensive review of our procedures. Accordingly, net income and diluted net income per
unit for 2006 was $325.0 million and $3.82, respectively, compared to the unadjusted amounts of $342.8 million and
$4.02, respectively, we reported on January 24, 2007. Our estimate of the cost is based on our review to date; as we
continue our review, our estimate and the ultimate cost we incur may change. We continue to believe that most of this
cost will ultimately be recovered from residual settlement proceeds and insurance.

The fourth quarter distribution of $1.48 per unit paid on February 15, 2007 was based on unadjusted fourth quarter net
income per unit of $1.48 reported on January 24, 2007. As a result, to the extent all or a portion of the cost is
recovered in subsequent periods, we do not anticipate treating those amounts as Available Cash Flow (as defined in
the Holding Partnership Agreement), and would not distribute those amounts to unitholders.

Capital Resources and Liquidity

The following table identifies selected items relating to capital resources and liquidity:

Years Ended December 31, % Change
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2006 2005 2004 2006-05
(in millions)

Partners’ capital, as of December 31  $ 1,559.2 $ 1,368.8 $ 1,295.7 13.9%
Distributions received from

AllianceBernstein 332.0 253.2 119.8 31.1
Distributions paid to unitholders (298.5) (226.7) (95.4) 31.6
Proceeds from exercise of

compensatory options 100.5 42.4 46.7 136.9
Investment in AllianceBernstein (100.5) (42.4) (46.7) 136.9
Purchase of units by

AllianceBernstein (22.3) (33.3) 45.1) (32.8)
Issuance of units 472 — — n/m
Awards of units by

AllianceBernstein 353 35.0 35.7 0.8
Available cash flow 340.3 245.4 161.1 38.7
-34 -

2005-04

5.6%

111.3
137.6

(9.2)
9.2)

(26.2)
n/m

(1.9
523
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Cash and cash equivalents were zero as of December 31, 2006, $89,000 as of December 31, 2005, and zero as of
December 31, 2004. Cash inflows from AllianceBernstein distributions received were offset by cash distributions paid
to unitholders and income taxes paid. Holding is required to distribute all of its Available Cash Flow, as defined in the
Holding Partnership Agreement, to its unitholders (including the General Partner). Management believes that the cash
flow realized from its investment in AllianceBernstein will provide Holding with the resources to meet its financial
obligations. See “Statements of Changes in Partners’ Capital and Comprehensive Income” and “Statements of Cash
Flows” in Holding’s financial statements in Item §.

Commitments and Contingencies

See Note 6 to the Holding financial statements in Item 8.
AllianceBernstein

Executive Overview

We were quite pleased with our 2006 full year results. Our firm’s organic growth rate, as measured by net new client
cash inflows, was very strong. We ended the year with record AUM of $716.9 billion, an increase of 23.9% from
year-end 2005, as market appreciation, investment performance, and net inflows contributed $138.3 billion to AUM.
Capital markets produced strong gains, driven by a growing global economy and robust corporate earnings. All four
major U.S. capital market indices were up significantly, with equity indices posting their strongest year since 2003.
The S&P 500’s gain of 15.8% for the year was more than 500 basis points ahead of its 15-year average. Non-U.S.
capital markets also had an outstanding year. The three major MSCI indices posted twelve-month returns ranging
from 20.1% to 32.2%.

In terms of relative performance, our value equity services generally continued to outperform benchmarks, while our
fixed income services achieved substantial investment performance improvement. The one-, three-, and five-year
relative returns in our value equities were quite strong, and, in certain cases, outstanding. Within our fixed income
services, we generally performed above benchmarks for our institutional clients and above Lipper averages for our
retail clients, as our investments in research, analytical tools, and portfolio construction continue to benefit these
clients.

In our growth equity services, performance materially lagged their respective benchmarks for the year, especially in
the U.S. However, we believe the gap in valuation between growth and value equities has reached a point where
continued market underperformance by growth relative to value appears unlikely and that our growth services are
well-positioned to benefit from an improvement in the relative performance of growth equities.

Institutional Investment Services AUM was $455.1 billion at year end, or 63.5% of our overall AUM. For the year, we
achieved record net inflows of more than $27.3 billion. Our value equity and blend strategies services accounted for
roughly 71% of new assets, while global and international services accounted for approximately 85% of all new assets
- continuing a trend. Our pipeline of won but unfunded new institutional mandates at year-end 2006 remains strong.

Retail Services AUM was up 15.0% for the year, representing $166.9 billion, or 23.3% of our total AUM. Net inflows
were $12.1 billion (compared to $1.1 billion of net inflows in 2005), for an organic growth rate of 8.4%, which was
our best year since 2000. Significant increases in net asset inflows occurred in our global and international and
multi-strategy services. Lastly, 2006 marked the first year of net inflows for U.S. retail mutual funds since 2001.

Private Client Services AUM was $94.9 billion, or 13.2% of our total AUM. AUM of our high-net-worth clients grew
by 26.7% year-over-year, primarily as a result of double-digit organic growth and market appreciation. We continued
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to invest in our Private Client Services in 2006, including the opening of our U.K. office and increasing the number of
financial advisors by 37, or 14.2%, to 298.

Our Institutional Research Services recorded revenues of $375.1 million in 2006, a 6.3% increase from 2005.
However, after adjusting for a reclassification of transaction fees related to advisory clients, revenues were up 16.2%.
Our market share improved in the U.S. primarily due to strong growth in algorithmic trading volumes and increased
demand for our highly-ranked research services. These gains, however, were partly offset by pricing pressure and a
shift in mix to “low-touch” trading services with lower revenue yields. We also achieved market share gains in Europe,
where we plan to launch our algorithmic trading platform in the first quarter of 2007.

-35-

67



Edgar Filing: ALLIANCEBERNSTEIN HOLDING L.P. - Form 10-K
Table of Contents

The quality of our Institutional Research Services, as ranked in the 2006 Institutional Investor “Best U.S. Independents”
survey, was once again excellent. Our research analysts were ranked in 26 sectors, including first place finishes in 23
sectors.

Our financial success is the result of providing superior service to, and meeting the investment objectives of, our
clients, and we continue to make long-term investments for the future. Looking ahead, we believe our continued focus
on these objectives will help us achieve our goal of becoming the most admired investment firm in the world.

Assets Under Management

Effective January 1, 2006, we transferred certain client accounts among distribution channels to reflect changes in the
way we service these accounts (shown as transfers in the tables below).

Assets under management by distribution channel were as follows:

As of December 31, % Change
2006 2005 2004 2006-05 2005-04
(in billions)
Institutional Investments $ 4551 $ 3586 $ 311.3 26.9% 15.2%
Retail 166.9 145.1 163.5 15.0 (11.3)
Private Client 94.9 74.9 64.0 26.7 17.1
Total $ 7169 $ 5786 $ 538.8 23.9 7.4

Assets under management by investment service were as follows:

As of December 31, % Change
2006 2005 2004 2006-05 2005-04
(in billions)
Growth Equity:
U.S. $ 785 % 809 $ 80.1 (3.0)% 1.1%
Global & international 95.6 65.3 43.2 46.5 51.0
174.1 146.2 123.3 19.1 18.6
Value Equity:
U.S. 119.0 106.9 105.5 11.3 1.3
Global & international 216.5 131.3 87.1 64.8 50.8
335.5 238.2 192.6 40.8 23.7
Fixed Income:
U.S. 109.9 108.5 143.2 1.3 (24.2)
Global & international 67.1 55.6 50.2 20.7 10.8
177.0 164.1 193.4 7.9 (15.1)
Index/Structured:
U.S. 24.8 25.3 23.6 (1.6) 6.9
Global & international 5.5 4.8 5.9 13.5 (18.1)
30.3 30.1 29.5 0.9 1.9
Total:
U.S. 332.2 321.6 352.4 3.3 (8.8)
Global & international 384.7 257.0 186.4 49.7 37.9
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Changes in assets under management during 2006 were as follows:

Distribution Channel Investment Service
Institutional Private Growth Value Fixed Index/
Investments Retail Client Total Equity Equity IncomeStructured Total

(in billions)

Balance as of January 1,

2006 $ 3586 $ 1451 $ 749 $ 5786 $ 1462 $ 2382 $ 164.1 $ 30.1 $ 578.6
Long-term flows:
Sales/new accounts 53.8 443 14.4 112.5 33.9 54.8 22.8 1.0 112.5

Redemptions/terminations (18.1) (31.1) 2.9 (52.1) (17.5) (15.9) (15.5) (3.2) (52.1)
Cash flow/unreinvested

dividends (8.4) (1.1) 3.1)  (12.6) (2.6) (7.4) (0.5) 2.1) (12.6)
Net long-term inflows

(outflows) 27.3 12.1 8.4 47.8 13.8 31.5 6.8 (4.3) 47.8
Acquisition 0.3 0.1 — 04 0.3 — 0.1 — 04
Transfers 7.9 9.1) 1.2 — (0.8 0.8 — — —
Market appreciation 61.0 18.7 10.4 90.1 14.6 65.0 6.0 4.5 90.1
Net change 96.5 21.8 20.0 138.3 27.9 97.3 12.9 0.2 138.3
Balance as of

December 31, 2006 $ 4551 $ 1669 $ 949 $ 7169 $ 174.1 $ 3355 $ 177.0 $ 30.3 $ 716.9

Changes in assets under management during 2005 were as follows:

Distribution Channel Investment Service
Institutional Private Growth Value Fixed Index/
Investments Retail Client Total Equity Equity IncomeStructured Total

(in billions)

Balance as of January 1,

2005 $ 3113 $ 1635 $ 64.0 $ 5388 $ 1233 $ 1926 $ 1934 $ 295 $ 538.8
Long-term flows:
Sales/new accounts 39.5 30.4 10.8 80.7 27.5 34.6 18.1 0.5 80.7

Redemptions/terminations (19.2) (27.5) (2.8) (49.5) (16.6) (12.8) (18.0) 2.1 (49.5)
Cash flow/unreinvested

dividends (0.6) (1.8) (1.3) (3.7) (3.6) —  (04) 0.3 3.7)

Net long-term inflows

(outflows) 19.7 1.1 6.7 27.5 7.3 21.8 (0.3) (1.3) 27.5

Dispositions (1.3)  (28.7) 04) (304 (1.2) — (29.2) — (30.4)

Transfers 0.6 —  (0.6) — — — — — —
Market appreciation 28.3 9.2 5.2 42.7 16.8 23.8 0.2 1.9 42.7

Net change 47.3 (18.4) 109 39.8 229 45.6 (29.3) 0.6 39.8

Balance as of

December 31, 2005 $ 3586 $ 1451 $ 749 $ 5786 $ 146.2 $ 2382 $ 1641 $ 30.1 $ 578.6
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Average assets under management by distribution channel and investment service were as follows:

Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04
(in billions)

Distribution Channel:

Institutional Investments $ 4056 $ 3259 % 275.9 24.4% 18.1%
Retail 150.8 146.7 156.1 2.8 (6.0)
Private Client 84.6 68.6 57.6 23.5 18.9
Total $ 641.0 $ 5412 % 489.6 18.4 10.5
Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04

(in billions)

Investment Service:

Growth Equity $ 160.2 $ 1284  $ 118.9 24.8% 7.9%
Value Equity 281.1 208.9 163.0 34.6 28.2
Fixed Income 169.2 174.5 179.6 (3.1) 2.9)
Index/Structured 30.5 29.4 28.1 3.8 4.8
Total $ 6410 $ 5412 $ 489.6 18.4 10.5

Consolidated Results of Operations

Years Ended December 31, % Change

2006 2005 2004 2006-05 2005-04

(in millions, except per unit amounts)
Net revenues $ 3,9504 % 32127  $ 3,055.4 23.0% 5.1%
Expenses 2,786.9 2,314.3 2,310.3 20.4 0.2
Operating income 1,163.5 898.4 745.1 29.5 20.6
Non-operating income 20.2 34.5 — (41.4) n/m
Income before income taxes 1,183.7 932.9 745.1 26.9 25.2
Income taxes 75.1 64.6 39.9 16.2 61.7
Net income $ 1,1086 $ 8683 % 705.2 27.7 23.1
Diluted net income per unit $ 422 % 335 % 2.74 26.0 22.3
Distributions per unit $ 442 % 333 % 2.40 32.7 38.8
Operating margin(! 29.5% 28.0% 24.4%
@) Operating income as a percentage of net revenues.

In 2006, net income increased $240.3 million, or 27.7%, to $1,108.6 million, and net income per unit increased $0.87,
or 26.0%, to $4.22. The increase was due primarily to higher investment advisory and services fees, partially offset by
higher employee compensation and benefits expenses and higher general and administrative expenses. Our operating
margin expanded 1.5% to 29.5% in 2006, benefiting significantly from the increase in our fee revenues and the
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moderation of our employee compensation and benefits growth rate.

As contemplated in our January 24, 2007 earnings announcement, our results have been adjusted to include a

charge for the estimated cost of reimbursing certain clients for losses arising out of an error we made in processing
claims for class action settlement proceeds on behalf of these clients, which include some
AllianceBernstein-sponsored mutual funds. The $56.0 million fourth quarter 2006 pre-tax charge ($54.5 million, net
of the related income tax benefit), recorded as general and administrative expense, is somewhat larger than the amount
contemplated in the earnings announcement, and reflects our identification of additional class actions and client
accounts subject to the claim processing error during an extensive review of our procedures. Accordingly, net income
and diluted net income per unit for 2006 was $1,108.6 million and $4.22, respectively, compared to the unadjusted
amounts of $1,163.1 million and $4.43, respectively, we reported on January 24, 2007. Our estimate of the cost is
based on our review to date; as we continue our review, our estimate and the ultimate cost we incur may change. We
continue to believe that most of this cost will ultimately be recovered from residual settlement proceeds and insurance.

-38 -
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The fourth quarter distribution of $1.60 per unit paid on February 15, 2007 was based on unadjusted fourth quarter net
income per unit of $1.60. As a result, to the extent that all or a portion of the cost is recovered in subsequent periods,
we do not anticipate treating those amounts as Available Cash Flow (as defined the AllianceBernstein Partnership
Agreement), and would not distribute those amounts to unitholders.

In 2005, net income increased $163.1 million, or 23.1%, to $868.3 million, and diluted net income per unit increased
$0.61, or 22.3%, to $3.35. The increase was due primarily to higher investment advisory and services fees, gains
recognized on the dispositions of our cash management services, Indian mutual funds and South African joint venture
interest, lower promotion and servicing expenses, and lower general and administrative expenses, partially offset by
higher employee compensation and benefits and lower distribution revenues. The operating margin increase of 3.6%
in 2005 primarily reflects increased revenues and the gains we recognized on the dispositions, together with virtually
no expense growth.

Net Revenues
The following table summarizes the components of net revenues:
Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04

(in millions)

Investment advisory and services

fees:

Institutional Investments:

Base fees $ 11,1082 $ 8213 $ 691.8 34.9% 18.7%

Performance fees 113.0 73.1 35.9 54.7 103.5
1,221.2 894 .4 727.7 36.5 22.9

Retail:

Base fees 787.5 693.1 728.8 13.6 4.9)

Performance fees 0.3 0.7 (1.7) (56.8) n/m

787.8 693.8 727.1 13.6 4.6)

Private Client:

Base fees 758.8 613.1 483.7 23.8 26.8

Performance fees 122.4 58.1 58.4 110.5 0.4)

881.2 671.2 542.1 31.3 23.8

Total:

Base fees 2,654.5 2,127.5 1,904.3 24.8 11.7

Performance fees 235.7 131.9 92.6 78.7 42.6
2,890.2 2,259.4 1,996.9 27.9 13.1

Distribution revenues 421.1 397.8 447.3 5.8 (11.1)

Institutional research services 375.1 352.8 420.1 6.3 (16.0)

Dividend and interest income 266.5 152.8 72.7 74.4 110.0

Investment gains (losses) 53.1 28.6 14.5 85.6 97.5

Other revenues 132.2 117.2 136.7 12.8 (14.3)

Total revenues 4,138.2 3,308.6 3,088.2 25.1 7.1
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Less: Interest expense 187.8 95.9 32.8 95.9 192.3
Net revenues $ 39504 $ 32127  $ 3,055.4 23.0 5.1

Investment Advisory and Services Fees

Investment advisory and services fees, the largest component of our revenues, consist primarily of base fees. These
fees are generally calculated as a percentage of the value of assets under management and vary with the type of
investment service, the size of account, and the total amount of assets we manage for a particular client. Accordingly,
fee income generally increases or decreases as average assets under management increase or decrease and is therefore
affected by market appreciation or depreciation, the addition of new client accounts or client contributions of
additional assets to existing accounts, withdrawals of assets from and termination of client accounts, purchases and
redemptions of mutual fund shares, and shifts of assets between accounts or products with different fee structures.

-390 .
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Certain investment advisory contracts provide for a performance fee, in addition to or in lieu of a base fee. This fee is
calculated as either a percentage of absolute investment results or a percentage of investment results in excess of a
stated benchmark over a specified period of time. Performance fees are recorded as revenue at the end of the
measurement period and will be higher in favorable markets and lower in unfavorable markets, which may increase
the volatility and seasonality of our revenues and earnings.

Brokerage transaction charges earned by SCB LLC and SCBL for certain private client and institutional investments
client transactions previously recorded as investment advisory and services fees are now recorded as Institutional
Research Services revenue. Prior period amounts have been reclassified to conform to the current period’s
presentation.

Institutional investments advisory and services fees increased 36.5% in 2006 as a result of increased assets under
management, a more favorable fee mix, and an increase in performance fees of $39.9 million. The favorable fee mix
reflects increases in average assets under management in our global and international services of 55.5%, where base
fee rates are generally higher than domestic rates. During 2005, institutional investments advisory and services fees
increased 22.9% as a result of an 18.1% increase in average assets under management, and an increase in performance
fees of $37.2 million.

Retail investment advisory and services fees increased 13.6% in 2006 due primarily to an increase of 30.5% in global
and international services average assets under management, partially offset by the disposition of our cash
management services during the second quarter of 2005. For 2005, these fees decreased 4.6%, primarily as a result of
a 6.0% decrease in average assets under management, reflecting the disposition of our cash management services.

Private Client investment advisory and services fees increased 31.3% in 2006 as a result of higher base fees from
increased assets under management and a $64.3 million, or 110.5%, increase in performance fees, earned largely from
our hedge funds. Private client investment advisory and services fees increased 23.8% in 2005, primarily as a result of
increased assets under management.

Distribution Revenues

AllianceBernstein Investments and AllianceBernstein Luxembourg act as distributor and/or placing agent of
company-sponsored mutual funds and receive distribution services fees from certain of those funds as partial
reimbursement of the distribution expenses they incur. Distribution revenues increased 5.8% in 2006, due primarily to
higher non-U.S. and 529 Plan revenues, partially offset by lower U.S. revenues and the disposition of our cash
management services during the second quarter of 2005. Distribution revenues decreased 11.1% in 2005, principally
due to the disposition of our cash management services.

Institutional Research Services

Institutional Research Services revenue consists principally of brokerage transaction charges received for providing
in-depth, independent, fundamental research and brokerage-related services to institutional investors. SCB earned
revenues of approximately $1.8 million in 2006 from brokerage transactions executed on behalf of AllianceBernstein
(acting on behalf of certain of its U.S. asset management clients that have authorized AllianceBernstein to use SCB
for trade execution), which previously were reported as investment advisory and services fees. Since January 1, 2006,
we have reported all revenues earned by SCB from brokerage transactions executed for these clients as Institutional
Research Services revenues. Accordingly, we reclassified $31.5 million and $116.5 million of transaction charge
revenue in 2005 and 2004, respectively, from investment advisory and services fees to Institutional Research Services
to conform to our 2006 presentation. The decrease in brokerage transaction charges in 2006 and 2005 is the result of
our elimination of transaction charges for most private clients, which was largely offset by increased investment
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advisory fees.

Revenues from Institutional Research Services, excluding the decline in transaction charges related to the
reclassification, increased 16.2% in 2006. U.S. revenues were higher due to increased market volumes and higher
market share, partly offset by lower pricing. Revenues in London were also higher due to increased market volumes
and higher pricing. Revenues from Institutional Research Services, excluding the decline in transaction charges
related to the Reclassification, increased 5.8% for 2005 due to higher market share, higher average daily volumes in
both the U.S. and U.K. stock markets and pricing increases in the U.K., partly offset by pricing declines in the U.S.

- 40 -
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Recent declines in commission rates charged by broker-dealers are likely to continue and may accelerate. Increasing
use of electronic trading systems and algorithmic trading strategies (which permit investors to execute securities
transactions at a fraction of typical full-service broker-dealer charges) and pressure exerted by funds and institutional
investors are likely to result in continuing, perhaps significant, declines in commission rates, which would, in turn,
reduce the revenues generated by our Institutional Research Services. See “Risk Factors” in Item 1A.

Dividend and Interest Income and Interest Expense

Dividend and interest income consists of investment income, interest earned on United States Treasury Bills and
interest earned on collateral given for securities borrowed from brokers and dealers. Interest expense includes interest
accrued on cash balances in customer accounts and collateral received for securities loaned. Dividend and interest, net
of interest expense, increased $21.8 million in 2006. The increase was due primarily to higher mutual fund dividends
and increased stock borrowed income as a result of higher average customer credit balances and interest rates in 2006.
In 2005, dividend and interest, net of interest expense, increased $17.0 million as a result of higher stock borrowed
income and mutual fund dividends.

Investment Gains (I.osses)

In 2006 and 2005, realized and unrealized investment gains (losses) increased $24.5 million and $14.1 million,
respectively. The increases were due primarily to higher mark-to-market gains on investments related to deferred
compensation plan obligations.

Other Revenues

Other revenues consist of fees earned for transfer agency services provided to our mutual funds, fees earned for
administration and recordkeeping services provided to our mutual funds and the general accounts of AXA and its
subsidiaries, our equity in the earnings of investments made in limited partnership hedge funds that we sponsor and
manage, and other miscellaneous revenues. Other revenues increased 12.8% in 2006, primarily due to higher equity
earnings. Other revenues decreased 14.3% in 2005, principally due to lower transfer agency services fees.

Expenses
The following table summarizes the components of expenses:
Years Ended December 31, % Change
2006 2005 2004 2006-05 2005-04

(in millions)

Employee compensation and

benefits $ 1,547.6 $ 1,2622 $ 1,085.1 22.6% 16.3%
Promotion and servicing 612.2 621.9 753.9 (1.6) (17.5)
General and administrative 583.3 384.4 426.4 51.8 9.9)
Interest 23.1 25.1 24.2 (7.9) 3.6
Amortization of intangible assets 20.7 20.7 20.7 — —
Total $ 2,786.9 $ 23143 $ 2,310.3 20.4 0.2

Employee Compensation and Benefits
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We had 4,914 full-time employees as of December 31, 2006 compared to 4,312 in 2005 and 4,100 in 2004. Employee
compensation and benefits, which represented approximately 56%, 55%, and 47% of total expenses in 2006, 2005,
and 2004, respectively, includes base compensation, cash and deferred incentive compensation, commissions, fringe
benefits, and other employment costs.

In 2006, base compensation, fringe benefits and other employment costs increased $84.4 million, or 18.5%, primarily
as a result of annual merit increases, additional headcount, and higher fringe benefits reflecting increased
compensation levels. Incentive compensation increased $111.1 million, or 21.0%, primarily due to higher short-term
incentive compensation, reflecting increased headcount and higher earnings, and higher deferred compensation
amortization due to vesting of prior-year awards. Commission expense increased $89.9 million, or 32.5%, reflecting
higher sales and revenues.

4] -
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In 2005, base compensation, fringe benefits and other employment costs increased $44.5 million, or 10.8%, primarily
as a result of annual merit increases and additional headcount. Incentive compensation increased $89.7 million, or
20.4%, primarily due to higher short-term incentive compensation reflecting higher earnings and higher deferred
compensation amortization due to vesting of prior-year awards. Commission expense increased $42.9 million, or
18.3%, reflecting higher sales and revenues.

Promotion and Servicing

Promotion and servicing expenses, which represent approximately 22%, 27%, and 33% of total expenses in 2006,
2005, and 2004, respectively, include distribution plan payments to financial intermediaries for distribution of
company-sponsored mutual funds and cash management services products (in 2005 and 2004) and amortization of
deferred sales commissions paid to financial intermediaries for the sale of back-end load shares of our sponsored
mutual funds. See “Capital Resources and Liquidity” in this Item 7 and Notes 11 and 21 to AllianceBernstein’s
consolidated financial statements in Item 8 for a further discussion of deferred sales commissions and the disposition
of cash management services. Also included in this expense category are costs related to travel and entertainment,
advertising, promotional materials, and investment meetings and seminars for financial intermediaries that distribute
our mutual fund products.

Promotion and servicing expenses decreased 1.6% in 2006 and decreased 17.5% in 2005. The decrease in 2006 was
primarily due to a $31.6 million decrease in amortization of deferred sales commissions as a result of lower sales of
back-end load shares, partly offset by higher travel and entertainment and promotional materials costs. The decrease in
2005 was primarily due to an $82.2 million decrease in distribution plan payments, largely reflecting the disposition of
our cash management services during the second quarter of 2005, and a $45.4 million decrease in amortization of
deferred sales commissions as a result of lower sales of back-end load shares.

General and Administrative

General and administrative expenses, which represented approximately 21%, 17%, and 18% of total expenses in 2006,
2005, and 2004, respectively, are costs related to operations, including technology, professional fees, occupancy,
communications, minority interests in consolidated subsidiaries, and similar expenses. General and administrative
expenses increased $198.9 million, or 51.8% in 2006, and decreased $42.0 million, or 9.9% in 2005.

The increase in 2006 was primarily due to the charge we recorded for the estimated cost of reimbursing certain clients
for losses arising out of an error we made in processing claims for class action settlement proceeds on behalf of these
clients (see “Consolidated Results of Operations” in this Item 7 for a discussion of the charge), as well as higher
occupancy and legal costs. Occupancy costs increased as a result of the expansion of certain private client offices in
the U.S., increased office space in New York, and new office space in London and Hong Kong. Legal costs increased,
reflecting our continued efforts to resolve outstanding litigation in 2006, and the fact that 2005 legal costs were
substantially offset by an $18.3 million insurance recovery and a $5.1 million reimbursement of litigation expenses we
received in connection with a securities law claim we brought on behalf of certain clients. Other increases in general
and administrative expenses include higher market data services and data processing costs.

The decrease in 2005 was due primarily to lower legal costs as a result of insurance recoveries, write-offs of obsolete

software and leasehold improvements at vacated facilities in 2004, and the impact of selling a consolidated variable
interest entity effective December 31, 2004.

Interest on Borrowings
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Interest on our borrowings for 2006 decreased $2.0 million, or 7.9%. The decrease in 2006 reflects the retirement of
our Senior Notes in August 2006, partly offset by higher short-term borrowing levels in 2006.

Non-operating Income

Non-operating income consists primarily of the gains from the dispositions of our cash management services, Indian
mutual funds, and South African joint venture interest in 2005. Non-operating income for 2006 decreased $14.3
million, or 41.4 %. See Note 21 to AllianceBernstein’s consolidated financial statements in Item 8 for information
about these dispositions.
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Taxes on Income

AllianceBernstein, a private limited partnership, is not subject to federal or state corporate income taxes. However, we
are subject to the New York City unincorporated business tax. Our domestic corporate subsidiaries are subject to
federal, state and local income taxes, and are generally included in the filing of a consolidated federal income tax
return. Separate state and local income tax returns are filed. Foreign corporate subsidiaries are generally subject to
taxes in the foreign jurisdictions where they are located.

The increase in taxes on income in 2006 is primarily due to higher pre-tax earnings, partially offset by a lower
effective tax rate. The increase in 2005 is primarily due to higher pre-tax earnings and a higher effective tax rate.

Capital Resources and Liquidity

The following table identifies selected items relating to capital resources and liquidity:

% Change

2006 2005 2004 2006-05 2005-04

(in millions, except per unit amounts)
As of December 31:
Partners’ capital $ 45710 $ 43027 $ 4,183.7 6.2% 2.8%
Cash and cash equivalents 692.7 654.2 1,061.5 5.9 (38.4)
For the years ended December 31:
Cash flow from operations 1,204.3 460.1 968.2 161.8 (52.5)
Purchases of investments (54.8) (7.4) 27.4) 642.6 (73.1)
Capital expenditures (97.1) (72.6) (57.3) 33.7 26.6
Cash distributions (1,025.5) (800.5) (383.0) 28.1 109.0
Purchases of Holding Units (22.3) (33.3) (45.1) (32.8) (26.2)
Issuance of Holding Units 47.2 — — n/m n/m
Additional investments by Holding
with proceeds from exercise of
compensatory options to buy
Holding Units 100.5 42.4 46.7 136.9 9.2)
Issuance (repayment) of commercial
paper, net 328.1 (0.2) 0.1 n/m 63.0
Repayment of long-term debt (408.1) — — n/m n/m
Available cash flow 1,153.4 858.7 613.8 343 39.9
Distributions per AllianceBernstein
Unit 4.42 3.33 2.40 32.7 38.8

In 2006 and 2005, cash and cash equivalents increased $38.5 million and decreased $407.3 million, respectively. Cash
inflows are primarily provided by operations, the issuance of commercial paper, and the additional investment by
Holding with proceeds from exercise of compensatory options to buy Holding Units. Significant cash outflows
include cash distributions paid to the General Partner and unitholders, repayment of our Senior Notes, capital
expenditures, purchases of investments, purchases of Holding Units to fund deferred compensation plans and the
purchase of the remaining interest in our joint venture in Hong Kong.

Contingent Deferred Sales Charge
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Our mutual fund distribution system (the “System”) includes a multi-class share structure that permits our open-end
mutual funds to offer investors various options for the purchase of mutual fund shares, including both front-end load
shares and back-end load shares. For open-end U.S. Fund front-end load shares, AllianceBernstein Investments pays
sales commissions to financial intermediaries distributing the funds from the front-end sales charge it receives from
investors at the time of sale. For back-end load shares, AllianceBernstein Investments pays sales commissions to the
financial intermediaries at the time of sale and also receives higher ongoing distribution services fees from the mutual
funds. In addition, investors who redeem before the expiration of the minimum holding period (which ranges from one
year to four years) pay a contingent deferred sales charge (“CDSC”) to AllianceBernstein Investments. We expect to
recover deferred sales commissions over periods not exceeding five and one-half years. Payments of sales
commissions made to financial intermediaries in connection with the sale of back-end load shares under the System,
net of CDSC received of $23.7 million, $21.4 million, and $32.9 million, respectively, totaled approximately $98.7
million, $74.2 million, and $44.6 million during 2006, 2005, and 2004, respectively.
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Debt and Credit Facilities

Total available credit, debt outstanding, and weighted average interest rates as of December 31, 2006 and 2005 were
as follows:

December 31,
2006 2005
Credit Debt Interest Credit Debt Interest
Available  Outstanding Rate Available  Outstanding Rate

(in millions)

Senior notes $ 2000 $ — —% 600.0 $ 399.7 5.6%
Commercial paper() 800.0 3349 5.3 425.0 — —
Revolving credit

facility(D) — — — 375.0 — —
Extendible commercial

notes 100.0 — — 100.0 — —
Other — — — n/a 7.6 4.6
Total $ 1,100.0 $ 334.9 53 $ 1,500.0 $ 407.3 5.6

(M Our revolving credit facility supports our commercial paper program; amounts borrowed under the commercial
paper program reduce amounts available for other purposes under the revolving credit facility on a dollar-for-dollar
basis.

In August 2001, we issued $400 million 5.625% Notes (“Senior Notes”) pursuant to a shelf registration statement that
originally permitted us to issue up to $600 million in senior debt securities. The Senior Notes matured in August 2006,
and were retired using cash flow from operations and proceeds from the issuance of commercial paper. We currently
have $200 million available under the shelf registration statement for future issuances.

In February 2006, we entered into an $800 million five-year revolving credit facility with a group of commercial
banks and other lenders. The revolving credit facility is intended to provide back-up liquidity for our commercial
paper program, which we increased from $425 million to $800 million in May 2006. Under the revolving credit
facility, the interest rate, at our option, is a floating rate generally based upon a defined prime rate, a rate related to the
London Interbank Offered Rate (LIBOR) or the Federal Funds rate. The revolving credit facility contains covenants
which, among other things, require us to meet certain financial ratios. We were in compliance with the covenants as of
December 31, 2006.

As of December 31, 2006, we maintained a $100 million extendible commercial notes (“ECN”) program as a
supplement to our commercial paper program. ECNs are short-term uncommitted debt instruments that do not require
back-up liquidity support.

In 2006, SCB LLC entered into four separate uncommitted credit facility agreements with various banks, each for
$100 million. As of December 31, 2006, there were no amounts outstanding under these credit facilities. During
January and February of 2007, SCB LLC increased three of the agreements to $200 million each and entered into an
additional agreement for $100 million with a new bank.

Our substantial capital base and access to public and private debt, at competitive terms, should provide adequate

liquidity for our general business needs. Management believes that cash flow from operations and the issuance of debt
and AllianceBernstein Units or Holding Units will provide us with the resources to meet our financial obligations.
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Off-Balance Sheet Arrangements and Aggregate Contractual Obligations

We have no off-balance sheet arrangements other than the guarantees and contractual obligations that are discussed
below.

Guarantees

In February 2002, AllianceBernstein signed a $125 million agreement with a commercial bank, under which we
guaranteed certain obligations in the ordinary course of business of SCBL. In the event SCBL is unable to meet its
obligations in full when due, AllianceBernstein will pay the obligations within three days of being notified of SCBL’s
failure to pay. This agreement is continuous and remains in effect until payment in full of any such obligation has
been made by SCBL. During 2006, we were not required to perform under the agreement and as of December 31,
2006 had no liability outstanding in connection with the agreement.
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Aggregate Contractual Obligations
The following table summarizes our contractual obligations as of December 31, 2006:
Contractual Obligations
Less than More than 5

Total 1 Year 1-3 Years 3-5 Years Years
(in millions)

Debt $ 3349 $ 3349 $ —3 —$ —
Operating leases, net of sublease

commitments 1,866.9 96.8 192.0 187.9 1,390.2
Accrued compensation and benefits 360.6 215.8 79.4 42.7 22.7
Total $ 2,5624 $ 6475 $ 2714 $ 2306 $ 1,412.9

Accrued compensation and benefits amounts above exclude our accrued pension obligation. Any amounts reflected on
the consolidated balance sheet as payables (to broker-dealers, brokerage clients, and our mutual funds) and accounts
payable and accrued expenses are excluded from the table above.

Certain of our deferred compensation plans provide for election by participants to have their deferred compensation
awards invested notionally in Holding Units and in company-sponsored investment services. Since January 1, 2007,
we have made purchases of mutual funds and hedge funds totaling $272.3 million to fund our future obligations
resulting from participant elections with respect to 2006 awards. We also allocated Holding Units with an aggregate
value of approximately $36.8 million within our deferred compensation trust to fund our future obligations that
resulted from participant elections with respect to 2006 awards.

We expect to make contributions to our qualified profit sharing plan of approximately $25.0 million in each of the
next four years. We currently expect to contribute an estimated $3.7 million to our qualified, noncontributory, defined
benefit plan during 2007.

Acquisitions

On May 2, 2006, we purchased the 50% interest in our Hong Kong joint venture (including its wholly-owned
Taiwanese subsidiary) owned by our joint venture partner for $16.1 million in cash. The effect of this acquisition was
not material to our consolidated financial condition, results of operations or cash flows.

Dispositions

See Note 21 to AllianceBernstein’s consolidated financial statements in Item 8 for a discussion of dispositions.

Contingencies

See Note 11 to AllianceBernstein’s consolidated financial statements in Item 8 for a discussion of our mutual fund
distribution system and related deferred sales commission asset and certain legal proceedings to which we are a party.

Critical Accounting Estimates

The preparation of the consolidated financial statements and notes to consolidated financial statements requires
management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues, and
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expenses.

Management believes that the critical accounting policies and estimates discussed below involve significant
management judgment due to the sensitivity of the methods and assumptions used.
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Deferred Sales Commission Asset

Management tests the deferred sales commission asset for recoverability quarterly. Significant assumptions utilized to
estimate the company’s future average assets under management and undiscounted future cash flows from back-end
load shares include expected future market levels and redemption rates. Market assumptions are selected using a
long-term view of expected average market returns based on historical returns of broad market indices. As of
December 31, 2006, management used average market return assumptions of 5% for fixed income and 8% for equity
to estimate annual market returns. Higher actual average market returns would increase undiscounted future cash
flows, while lower actual average market returns would decrease undiscounted future cash flows. Future redemption
rate assumptions ranged from 24% to 26% for U.S. fund shares and 21% to 29% for non-U.S. fund shares determined
by reference to actual redemption experience over the five-year, three-year, and one-year periods ended December 31,
2006, calculated as a percentage of the company’s average assets under management represented by back-end load
shares. An increase in the actual rate of redemptions would decrease undiscounted future cash flows, while a decrease
in the actual rate of redemptions would increase undiscounted future cash flows. These assumptions are reviewed and
updated quarterly. Estimates of undiscounted future cash flows and the remaining life of the deferred sales
commission asset are made from these assumptions and the aggregate undiscounted future cash flows are compared to
the recorded value of the deferred sales commission asset. As of December 31, 2006, management determined that the
deferred sales commission asset was not impaired. If management determines in the future that the deferred sales
commission asset is not recoverable, an impairment condition would exist and a loss would be measured as the
amount by which the recorded amount of the asset exceeds its estimated fair value. Estimated fair value is determined
using management’s best estimate of future cash flows discounted to a present value amount.

Goodwill

As a result of the adoption of SFAS No. 142, goodwill is tested at least annually, as of September 30, for impairment.
Significant assumptions are required in performing goodwill impairment tests. Such tests include determining whether
the estimated fair value of AllianceBernstein, the reporting unit, exceeds its book value. There are several methods of
estimating AllianceBernstein’s fair value, which includes valuation techniques such as market quotations and
discounted expected cash flows. In developing estimated fair value using a discounted cash flow valuation technique,
business growth rate assumptions are applied over the estimated life of the goodwill asset and the resulting expected
cash flows are discounted to arrive at a present value amount that approximates fair value. These assumptions
consider all material events that have impacted, or that we believe could potentially impact, future discounted
expected cash flows. As of September 30, 2006, the impairment test indicated that goodwill was not impaired. Also,
as of December 31, 2006, management believes that goodwill was not impaired. However, future tests may be based
upon different assumptions which may or may not result in an impairment of this asset. Any impairment could reduce
materially the recorded amount of the goodwill asset with a corresponding charge to our earnings.

Intangible Assets

Acquired intangibles are recognized at fair value and amortized over their estimated useful lives of twenty years.
Intangible assets are evaluated for impairment quarterly. A present value technique is applied to management’s best
estimate of future cash flows to estimate the fair value of intangible assets. Estimated fair value is then compared to
the recorded book value to determine whether an impairment is indicated. The estimates used include estimating
attrition factors of customer accounts, asset growth rates, direct expenses and fee rates. We choose assumptions based
on actual historical trends that may or may not occur in the future. As of December 31, 2006, management believes
that intangible assets were not impaired. However, future tests may be based upon different assumptions which may or
may not result in an impairment of this asset. Any impairment could reduce materially the recorded amount of
intangible assets with a corresponding charge to our earnings.

87



Edgar Filing: ALLIANCEBERNSTEIN HOLDING L.P. - Form 10-K

Retirement Plan

We maintain a qualified, noncontributory, defined benefit retirement plan covering current and former employees who
were employed by the company in the United States prior to October 2, 2000. The amounts recognized in the
consolidated financial statements related to the retirement plan are determined from actuarial valuations. Inherent in
these valuations are assumptions including expected return on plan assets, discount rates at which liabilities could be
settled, rates of annual salary increases, and mortality rates. The assumptions are reviewed annually and may be
updated to reflect the current environment. A summary of the key economic assumptions are described in Note 14 to
AllianceBernstein’s consolidated financial statements in Item 8. In accordance with U.S. generally accepted
accounting principles, actual results that differ from those assumed are accumulated and amortized over future periods
and, therefore, affect expense recognized and liabilities recorded in future periods.
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In developing the expected long-term rate of return on plan assets of 8.0%, we considered the historical returns and
future expectations for returns for each asset category, as well as the target asset allocation of the portfolio. The
expected long-term rate of return on assets is based on weighted average expected returns for each asset class. We
assumed a target allocation weighting of 50% to 70% for equity securities, and 20% to 40% for debt securities, and
0% to 10% for real estate investment trusts. Exposure of the total portfolio to cash equivalents on average should not
exceed 5% of the portfolio’s value on a market value basis. The plan seeks to provide a rate of return that exceeds
applicable benchmarks over rolling five-year periods. The benchmark for the plan’s large cap domestic equity
investment strategy is the S&P 500 Index; the small cap domestic equity investment strategy is measured against the
Russell 2000 Index; the international equity investment strategy is measured against the MSCI EAFE Index; and the
fixed income investment strategy is measured against the Lehman Brothers Aggregate Bond Index. The actual rate of
return on plan assets was 9.0%, 13.7%, and 9.0% in 2006, 2005, and 2004, respectively. A 25 basis point adjustment,
up or down, in the expected long-term rate of return on plan assets would have decreased or increased the 2006 net
pension charge of $4.9 million by approximately $0.1 million.

The objective of our discount rate assumption was to reflect the rate at which the pension benefits could be effectively
settled. In making this determination, we took into account the timing and amount of benefits that would be available
under the plan’s lump sum option. To that effect, our methodology for selecting the discount rate as of December 31,
2006 was to match the plan’s cash flows to that of a yield curve that provides the equivalent yields on zero-coupon
corporate bonds for each maturity. Benefit cash flows due in a particular year can be “settled” theoretically by “investing”
them in the zero-coupon bond that matures in the same year. The discount rate is the single rate that produces the
same present value of cash flows. The selection of the 5.90% discount rate as of December 31, 2006 represents the
approximate mid-point (to the nearest five basis points) of the single rate under two independently constructed yield
curves - one prepared by Mercer Human Resource Consulting which produced a rate of 5.94%; and one prepared by
Citigroup which produced a rate of 5.89%. The discount rate as of December 31, 2005 was 5.65%, which was used in
developing the 2006 net pension charge. A lower discount rate increases pension expense and the present value of
benefit obligations. A 25 basis point adjustment, up or down, in the discount rate (along with a corresponding
adjustment in the assumed lump sum interest rate) would have decreased or increased the 2006 net pension charge of
$4.9 million by approximately $0.6 million.

Loss Contingencies

Management continuously reviews with legal counsel the status of regulatory matters and pending or threatened
litigation. We evaluate the likelihood that a loss contingency exists in accordance with Statement of Financial
Accounting Standards No. 5 (“SFAS No. 5”), “Accounting for Contingencies”. SFAS No. 5 requires a loss contingency
to be recorded if it is probable and reasonably estimable as of the date of the financial statements.

Accounting Pronouncements
See Note 22 to AllianceBernstein’s consolidated financial statements in Item 8.
Forward-Looking Statements

Certain statements provided by management in this report are “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995. Such forward-looking statements are subject to risks, uncertainties
and other factors that could cause actual results to differ materially from future results expressed or implied by such
forward-looking statements. The most significant of these factors include, but are not limited to, the following: the
performance of financial markets, the investment performance of sponsored investment products and separately
managed accounts, general economic conditions, future acquisitions, competitive conditions and government
regulations, including changes in tax regulations and rates. We caution readers to carefully consider such factors.
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Further, such forward-looking statements speak only as of the date on which such statements are made; we undertake
no obligation to update any forward-looking statements to reflect events or circumstances after the date of such
statements. For further information regarding these forward-looking statements and the factors that could cause actual
results to differ, see “Risk Factors” in Item IA. Any or all of the forward-looking statements that we make in this
Form 10-K or any other public statements we issue may turn out to be wrong. It is important to remember that other
factors besides those listed in “Risk Factors” and those listed below could also adversely affect our revenues, financial
condition, results of operations, and business prospects.
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The forward-looking statements referred to in the preceding paragraph include statements regarding the outcome of
litigation and the effect on future earnings of the disposition of our cash management services to Federated

Investors, Inc. (“Disposition”). Litigation is inherently unpredictable, and excessive damage awards do occur. Though
we have stated that we do not expect certain legal proceedings to have a material adverse effect on our results of
operations or financial condition, any settlement or judgment with respect to a legal proceeding could be significant,
and could have a material adverse effect on our results of operations or financial condition. The effect of the
Disposition on future earnings, resulting from contingent payments to be received in future periods, will depend on the
amount of net revenue earned by Federated Investors, Inc. during these periods on assets under management
maintained in Federated’s funds by our former cash management clients. The amount of gain ultimately realized from
the Disposition depends on whether we receive a final contingent payment payable on the fifth anniversary of the
closing of the transaction (see Note 21 to AllianceBernstein’s consolidated financial statements in Item 8).

The forward-looking statements referred to above also include statements regarding anticipated improvement in the
relative performance of growth equities, our estimate of what it will cost us to reimburse certain of our clients for
losses arising out of an error we made in processing class action claims, and our ability to recover most of this cost.
The actual performance of the capital markets and other factors beyond our control will affect our investment success
for clients and asset inflows. Our estimate of the cost to reimburse clients is based on our review to date; as

we continue our review, our estimate and the ultimate cost we incur may change. Our ability to recover most of the
cost of the error depends, in part, on the availability of funds from the related class-action settlement funds, the
amount of which is not known, and the willingness of our insurers to reimburse us under existing policies.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Holding
Market Risk, Risk Management and Derivative Financial Instruments

Holding’s sole investment is AllianceBernstein Units. Holding did not own, nor was it a party to any derivative
financial instruments during the years ended December 31, 2006, 2005, and 2004.

AllianceBernstein
Market Risk, Risk Management and Derivative Financial Instruments

AllianceBernstein’s investments consist of investments, trading and available-for-sale, and other investments.
Investments, trading and available-for-sale, include United States Treasury Bills and equity and fixed income mutual
funds investments. Trading investments are purchased for short-term investment, principally to fund liabilities related
to deferred compensation plans. Although investments, available-for-sale, are purchased for long-term investment, the
portfolio strategy considers them available-for-sale from time to time due to changes in market interest rates, equity
prices and other relevant factors. Other investments include investments in hedge funds sponsored by
AllianceBernstein and other private investment vehicles.

Trading and Non-Trading Market Risk Sensitive Instruments

Investments with Interest Rate Risk—Fair Value

The table below provides our potential exposure with respect to our fixed income investments, measured in terms of
fair value, to an immediate 100 basis point increase in interest rates at all maturities from the levels prevailing as of

December 31, 2006 and 2005. Such a fluctuation in interest rates is a hypothetical rate scenario used to calibrate
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potential risk and does not represent our view of future market changes. While these fair value measurements provide
a representation of interest rate sensitivity of our investments in fixed income mutual funds and fixed income hedge
funds, they are based on our exposures at a particular point in time and may not be representative of future market
results. These exposures will change as a result of ongoing changes in investments in response to our assessment of
changing market conditions and available investment opportunities:

As of December 31,
2006 2005
Effect of +100 Effect of +100
Basis Point Basis Point
Fair Value Change Fair Value Change

(in thousands)
Fixed Income Investments:

Trading $ 31,669 $ (1,435 $ 30,502 $ (1,424)
Available-for-sale and other

investments 31,957 (1,448) 2,537 (118)
- 48 -
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Investments with Equity Price Risk—Fair Value

Our investments also include investments in equity mutual funds and equity hedge funds. The following table
provides our potential exposure with respect to our equity investments, measured in terms of fair value, to an
immediate 10% drop in equity prices from those prevailing as of December 31, 2006 and 2005. A 10% decrease in
equity prices is a hypothetical scenario used to calibrate potential risk and does not represent our view of future
market changes. While these fair value measurements provide a representation of equity price sensitivity of our
investments in equity mutual funds and equity hedge funds, they are based on our exposures at a particular point in
time and may not be representative of future market results. These exposures will change as a result of ongoing
portfolio activities in response to our assessment of changing market conditions and available investment
opportunities:

As of December 31,
2006 2005
Effect of -10% Effect of -10%
Equity Price Equity Price
Fair Value Change Fair Value Change

(in thousands)
Equity Investments:

Trading $ 432,133 $ (43,213) $ 282,719 $ (28,272)
Available-for-sale and other
investments 251,844 (25,184) 115,656 (11,566)

Debt—Fair Value

As of December 31, 2006 and 2005, the aggregate fair value of our debt was $335.0 million and $409.7 million,
respectively. The table below provides the potential fair value exposure with respect to our debt to an immediate 100
basis point decrease in interest rates at all maturities and a ten percent decrease in exchange rates from those
prevailing as of December 31, 2006 and 2005:

As of December 31,
2006 2005
Effect of Effect of
Effect of -10% Effect of -10%
-100 Basis Exchange -100 Basis Exchange
Point Rate Point Rate
Fair Value Change Change Fair Value Change Change
(in thousands)
Debt:
Non-trading $ 335000 $ 14,372 $ —$ 409,676 $ 18,190 $ 760
- 49 -
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Item 8. Financial Statements and Supplementary Data

ALLIANCEBERNSTEIN HOLDING L.P.

Statements of Financial Condition

ASSETS
Cash and cash equivalents
Investment in AllianceBernstein
Other assets
Total assets

LIABILITIES AND PARTNERS’ CAPITAL
Liabilities:
Payable to AllianceBernstein
Other liabilities
Total liabilities
Commitments and contingencies (See Note 6)
Partners’ capital:
General Partner: 100,000 general partnership units issued and
outstanding
Limited partners: 85,568,171 and 82,131,027 limited partnership units
issued and outstanding
Accumulated other comprehensive income
Total partners’ capital
Total liabilities and partners’ capital

$

December 31,
2006
(in thousands, except unit amounts)

1,567,733
301
1,568,034

7,149
1,697
8,846

1,739

1,546,598

10,851
1,559,188
1,568,034

See Accompanying Notes to Financial Statements.
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$

2005

89
1,376,503
462
1,377,054

7,197
1,011
8,208

1,711

1,359,472

7,663
1,368,846
1,377,054
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ALLIANCEBERNSTEIN HOLDING L.P.

Equity in earnings of AllianceBernstein
Income taxes

Net income

Net income per unit:

Basic
Diluted

See Accompanying Notes to Financial Statements.
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Statements of Income

$
$

Years Ended December 31,

2006

2005

2004

(in thousands, except per unit amounts)

359,469

34,473

324,996

3.85
3.82

$

$

$
$

275,054

26,990

248,064

3.04
3.02

&> F

219,971

24,798

195,173

245
243
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ALLIANCEBERNSTEIN HOLDING L.P.

Statements of Changes in Partners’ Capital and Comprehensive Income

Balance as of December 31, 2003

Comprehensive income (loss):

Net income

Comprehensive income (loss)

Cash distributions to unitholders
($1.19 per unit)

Purchases of Holding Units by
AllianceBernstein to fund deferred
compensation plans, net

Awards of Holding Units made by
AllianceBernstein under deferred
compensation plans, net of forfeitures
Proceeds from exercise of
compensatory options to buy Holding
Units

Balance as of December 31, 2004

Comprehensive income (loss):

Net income

Other comprehensive income (loss):
Unrealized gain (loss) on investments,
net

Foreign currency translation
adjustment, net

Comprehensive income (loss)

Cash distributions to unitholders
($2.80 per unit)

Purchases of Holding Units by
AllianceBernstein to fund deferred
compensation plans, net

Awards of Holding Units made by
AllianceBernstein under deferred
compensation plans, net of forfeitures
Proceeds from exercise of
compensatory options to buy Holding
Units

Balance as of December 31, 2005

Accumulated
General Limited Other Total
Partner’s Partners’ Comprehensive Partners’
Capital Capital Income Capital
(in thousands, except per unit amounts)
1,563 $ 1,157,043 $ — $ 1,158,606
243 194,930 — 195,173
243 194,930 — 195,173
(119) (95,326) — (95,445)
— (45,080) — (45,080)
— 35,711 — 35,711
— 46,705 — 46,705
1,687 1,293,983 — 1,295,670
304 247,760 — 248,064
— — 1,253 1,253
— — 6,410 6,410
304 247,760 7,663 255,727
(280) (226,451) — (226,731)
— (33,253) — (33,253)
— 35,028 — 35,028
— 42,405 — 42,405
1,711 1,359,472 7,663 1,368,846
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Comprehensive income (loss):

Net income

Other comprehensive income (loss):
Unrealized gain (loss) on investments,
net

Foreign currency translation
adjustment, net

Comprehensive income (loss)
Adjustment to initially apply FASB
Statement No. 158, net

Cash distributions to unitholders
($3.56 per unit)

Purchases of Holding Units by
AllianceBernstein to fund deferred
compensation plans, net

Issuance of Holding Units in exchange
for cash awards made by
AllianceBernstein under the Partners
Compensation Plan

Awards of Holding Units made by
AllianceBernstein under deferred
compensation plans, net of forfeitures
Proceeds from exercise of
compensatory options to buy Holding
Units

Balance as of December 31, 2006

384

384

(356)

1,739

324,612

324,612

(298,094)

(22,345)

47,161
35,323

100,469

1,546,598

$

1,735

3,718
5,453

(2,265)

10,851 $

See Accompanying Notes to Financial Statements.
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324,996

1,735

3,718
330,449

(2,265)

(298,450)

(22,345)

47,161

35,323

100,469
1,559,188
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ALLIANCEBERNSTEIN HOLDING L.P.

Statements of Cash Flows

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash used
in operating activities:

Equity in earnings of AllianceBernstein

Changes in assets and liabilities:

Decrease in other assets

(Decrease) increase in payable to AllianceBernstein
Increase (decrease) in other liabilities

Net cash used in operating activities

Cash flows from investing activities:

Investment in AllianceBernstein with proceeds from
exercise of compensatory options to buy Holding
Units

Cash distributions received from AllianceBernstein
Net cash provided by investing activities

Cash flows from financing activities:

Cash distributions to unitholders

Proceeds from exercise of compensatory options to
buy Holding Units

Net cash used in financing activities

Net (decrease) increase in cash and cash
equivalents

Cash and cash equivalents as of beginning of the year
Cash and cash equivalents as of end of the year

Cash paid:
Income taxes

Non-cash investing activities:

Change in accumulated other comprehensive income
Issuance of Holding Units in exchange for cash
awards made by AllianceBernstein under the Partners
Compensation Plan

Awards of Holding Units made by AllianceBernstein
under deferred compensation plans, net of forfeitures

Non-cash financing activities:

$

$

Years Ended December 31,

2006 2005
(in thousands)
324,996 $ 248,064 $
(359,469) (275,054)
161 175
(48) (467)
686 899
(33,674) (26,383)
(100,469) (42,405)
332,035 253,203
231,566 210,798
(298,450) (226,731)
100,469 42,405
(197,981) (184,326)
(89) 89
89 —
— $ 89 $
33,662 $ 25,969 $
3,188 7,663
47,161 —
35,323 35,028

2004

195,173

(219,971)
118
959

(674)
(24,395)

(46,705)
119,840
73,135

(95,445)

46,705
(48,740)

25,638

35,711
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Purchases of Holding Units by AllianceBernstein to
fund deferred compensation plans, net (22,345) (33,253)

See Accompanying Notes to Financial Statements.
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ALLIANCEBERNSTEIN HOLDING L.P.
Notes to Financial Statements
The words “we” and “our” refer collectively to AllianceBernstein Holding L.P. (“Holding”) and AllianceBernstein
L.P. and its subsidiaries ( “AllianceBernstein”), or to their officers and employees. Similarly, the word “company”
refers to both Holding and AllianceBernstein. Where the context requires distinguishing between Holding and
AllianceBernstein, we identify which of them is being discussed. Cross-references are in italics.

1. Organization and Business Description

Holding’s principal source of income and cash flow is attributable to its investment in AllianceBernstein limited
partnership interests.

AllianceBernstein provides research, diversified investment management and related services globally to a broad
range of clients. Its principal services include:

-Institutional Investments Services - servicing institutional investors, including unaffiliated corporate and public
employee pension funds, endowment funds, domestic and foreign institutions and governments, and affiliates such
as AXA and certain of its insurance company subsidiaries, by means of separately managed accounts, sub-advisory
relationships, structured products, group trusts, mutual funds (sponsored by AllianceBernstein or our affiliated joint
venture companies), and other investment vehicles.

-Retail Services - servicing individual investors, primarily by means of retail mutual funds sponsored by
AllianceBernstein or our affiliated joint venture companies, sub-advisory relationships in respect of mutual funds
sponsored by third parties, separately managed account programs that are sponsored by various financial
intermediaries worldwide, and other investment vehicles.

-Private Client Services - servicing high-net-worth individuals, trusts and estates, charitable foundations,
partnerships, private and family corporations, and other entities, by means of separately managed accounts, hedge

funds, mutual funds, and other investment vehicles.

-Institutional Research Services - servicing institutional investors desiring institutional research services including
in-depth, independent, fundamental research, portfolio strategy, trading, and brokerage-related services.

AllianceBernstein also provides distribution, shareholder servicing, and administrative services to its sponsored
mutual funds.

AllianceBernstein provides a broad range of investment services with expertise in:
Growth equities, generally targeting stocks with under-appreciated growth potential;
Value equities, generally targeting stocks that are out of favor and that may trade at bargain prices;
Fixed income securities, including both taxable and tax-exempt securities;
Passive management, including both index and enhanced index strategies; and
Blend strategies, combining style pure investment components with systematic rebalancing.
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AllianceBernstein manages these services using various investment disciplines, including market capitalization (e.g.,
large-, mid-, and small-cap equities), term (e.g., long-, intermediate-, and short-duration debt securities), and
geographic location (e.g., U.S., international, global, and emerging markets), as well as local and regional disciplines
in major markets around the world.

AllianceBernstein’s high-quality, in-depth fundamental research is the foundation of its business. AllianceBernstein’s
research disciplines include fundamental research, quantitative research, economic research, and currency forecasting
capabilities. In addition, AllianceBernstein has created several specialist research units, including one unit that
examines global strategic changes that can affect multiple industries and geographies, and another dedicated to
identifying potentially successful innovations within early-stage companies.
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As of December 31, 2006, AXA, a société anonyme organized under the laws of France and the holding company for
an international group of insurance and related financial services companies, AXA Financial, Inc. (an indirect
wholly-owned subsidiary of AXA, “AXA Financial”), AXA Equitable Life Insurance Company (a wholly-owned
subsidiary of AXA Financial, “AXA Equitable”) and certain subsidiaries of AXA Financial, collectively referred to as
“AXA and its subsidiaries”, owned approximately 1.7% of the issued and outstanding Holding Units.

As of December 31, 2006, the ownership structure of AllianceBernstein, as a percentage of general and limited
partnership interests, was as follows:

AXA and its subsidiaries 59.7%

Holding 32.8

SCB Partners Inc. (a wholly-owned subsidiary of SCB Inc., formerly known as

Sanford C. Bernstein Inc.) 6.2

Other 1.3
100.0%

AllianceBernstein Corporation (an indirect wholly-owned subsidiary of AXA, “General Partner”) is the general partner
of both Holding and AllianceBernstein. AllianceBernstein Corporation owns 100,000 general partnership units in
Holding and a 1% general partnership interest in AllianceBernstein. Each general partnership unit in Holding is
entitled to receive quarterly distributions equal to those received by each limited partnership unit. Including the

general partnership interests in AllianceBernstein and Holding, and their equity interest in Holding, as of

December 31, 2006, AXA and its subsidiaries had an approximate 60.3% economic interest in AllianceBernstein.

2. Summary of Significant Accounting Policies
Basis of Presentation

The financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America. The preparation of the financial statements requires management to make certain estimates
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenues and expenses during the
reporting periods. Actual results could differ from those estimates.

The AllianceBernstein Holding financial statements and notes should be read in conjunction with the consolidated
financial statements and notes of AllianceBernstein. AllianceBernstein’s consolidated financial statements and notes
and management’s discussion and analysis of financial condition and results of operations are included in Holding’s
Form 10-K.

Investment in AllianceBernstein

Holding records its investment in AllianceBernstein using the equity method of accounting. Holding’s investment will
be increased to reflect its proportionate share of income of AllianceBernstein and decreased to reflect its proportionate
share of losses of AllianceBernstein and cash distributions made by AllianceBernstein to its unitholders. In addition,
Holding’s investment is adjusted to reflect certain capital transactions of AllianceBernstein.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and highly liquid investments including money
market accounts with actual maturities of three months or less. Due to the short-term nature of these instruments, this
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recorded value has been determined to approximate fair value.
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Cash Distributions

Holding is required to distribute all of its Available Cash Flow, as defined in the Amended and Restated Agreement of
Limited Partnership of Holding (“Holding Partnership Agreement”), to its unitholders pro rata in accordance with their
percentage interests in Holding. Available Cash Flow is defined as the cash distributions Holding receives from
AllianceBernstein, minus such amounts as the General Partner determines, in its sole discretion, should be retained by
Holding for use in its business.

On January 24, 2007, the General Partner declared a distribution of $126.8 million, or $1.48 per unit, representing
Available Cash Flow for the three months ended December 31, 2006. The distribution was paid on February 15, 2007
to holders of record at the close of business on February 5, 2007. Cash distributions are recorded when declared.

Compensatory Option Plans

AllianceBernstein maintains certain compensation plans under which options on Holding Units have been, or may be,
granted to employees of AllianceBernstein and independent directors of the General Partner. AllianceBernstein uses
the Black-Scholes option valuation model to determine the fair value of Holding Unit option awards. Upon exercise of
Holding Unit options, Holding exchanges the proceeds for AllianceBernstein Units, thus increasing Holding’s
investment in AllianceBernstein. As of December 31, 2006, 4,819,099 options for Holding Units were outstanding, of
which 4,437,351 were exercisable.

3. Net Income Per Unit

Basic net income per unit is derived by dividing net income by the basic weighted average number of units

outstanding for each year. Diluted net income per unit is derived by adjusting net income for the assumed dilutive

effect of compensatory options (“Net income—diluted”’) and dividing Net income—diluted by the diluted weighted average
number of units outstanding for each year.

Years Ended December 31,
2006 2005 2004
(in thousands, except per unit amounts)

Net income—Dbasic $ 324,996 $ 248,064 $ 195,173
Additional allocation of equity in earnings of
AllianceBernstein resulting from assumed dilutive

effect of compensatory options 5,430 3,326 2,662
Net income-diluted $ 330,426 $ 251,390 $ 197,835
Weighted average units outstanding—basic 84,325 81,489 79,727
Dilutive effect of compensatory options 2,243 1,714 1,644
Weighted average units outstanding—diluted 86,568 83,203 81,371
Basic net income per unit $ 385 $ 304 % 2.45
Diluted net income per unit $ 382 % 302 $ 243

As of December 31, 2006, there were no out-of-the-money options (i.e., options with an exercise price greater than the
weighted average closing price of a unit for the year). As of December 31, 2005 and 2004, we excluded 3,950,100 and
4,336,500 out-of-the-money options, respectively, from the diluted net income per unit computation due to their
anti-dilutive effect.
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4. Investment in AllianceBernstein

Holding’s investment in AllianceBernstein for the years ended December 31, 2006 and 2005 was as follows:

2006 2005
(in thousands)

Investment in AllianceBernstein as of January 1, $ 1,376,503 $ 1,302,809
Equity in earnings of AllianceBernstein 359,469 275,054
Additional investment with proceeds from exercises of compensatory
options to buy Holding Units 100,469 42,405
Change in accumulated other comprehensive income 3,188 7,663
Cash distributions received from AllianceBernstein (332,035) (253,203)
Purchases of Holding Units by AllianceBernstein to fund deferred
compensation plans, net (22,345) (33,253)
Issuance of Holding Units in exchange for cash awards made by
AllianceBernstein under the Partners Compensation Plan 47,161 —
Awards of Holding Units made by AllianceBernstein under deferred
compensation plans, net of forfeitures 35,323 35,028
Investment in AllianceBernstein as of December 31, $ 1,567,733 $ 1,376,503
5. Income Taxes

Holding is a publicly traded partnership for federal tax purposes and, accordingly, is not subject to federal or state
corporate income taxes. However, Holding is subject to the 4.0% New York City unincorporated business tax (“UBT”)
and to a 3.5% federal tax on partnership gross income from the active conduct of a trade or business. Holding’s
partnership gross income is derived from its interest in AllianceBernstein.

The principal reasons for the difference between Holding’s effective tax rates and the UBT statutory tax rate of 4.0%
are as follows:

Years Ended December 31,
2006 2005 2004
(in thousands)

UBT statutory rate $ 14,379 4.0% $ 11,002 4.0% $ 8,799 4.0%
Federal tax on partnership

gross business income 34,473 9.6 26,990 9.8 24,798 11.3
Credit for UBT paid by

AllianceBernstein (14,379) 4.0) (11,002) 4.0) (8,799) 4.0)
Income tax expense (all

currently payable) and

effective tax rate $ 34,473 926 $ 26,990 98 $ 24,798 11.3

In order to preserve Holding’s status as a “grandfathered” publicly traded partnership for federal income tax purposes,
management ensures that Holding does not directly or indirectly (through AllianceBernstein) enter into a substantial
new line of business. If Holding were to lose its status as a grandfathered publicly traded partnership, it would be
subject to corporate income tax, which would reduce materially Holding’s net income and its quarterly distributions to
Holding Unitholders.
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Effective January 1, 2007, we will adopt the provisions in FIN No. 48. See Note 7.
6. Commitments and Contingencies

Legal and regulatory matters described below pertain to AllianceBernstein and are included here due to their potential
significance to Holding’s investment in AllianceBernstein.

Legal Proceedings

With respect to all significant litigation matters, we conduct a probability assessment of the likelihood of a negative
outcome. If we determine the likelihood of a negative outcome is probable, and the amount of the loss can be

reasonably estimated, we record an estimated loss for the expected outcome of the litigation as required by Statement

of Financial Accounting Standards No. 5 (“SFAS No. 57), “Accounting for Contingencies”, and Financial Accounting
Standards Board (“FASB”) Interpretation No. 14, “Reasonable Estimation of the Amount of a Loss - an interpretation of
FASB Statement No. 5. If the likelihood of a negative outcome is reasonably possible and we are able to indicate an
estimate of the possible loss or range of loss, we disclose that fact together with the estimate of the possible loss or
range of loss. However, it is difficult to predict the outcome or estimate a possible loss or range of loss because
litigation is subject to significant uncertainties, particularly when plaintiffs allege substantial or indeterminate

damages, or when the litigation is highly complex or broad in scope.
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On April 8, 2002, In re Enron Corporation Securities Litigation, a consolidated complaint (as subsequently amended,
“Enron Complaint”) was filed in the United States District Court for the Southern District of Texas, Houston Division,
against numerous defendants, including AllianceBernstein, alleging that AllianceBernstein violated Sections 11 and
15 of the Securities Act of 1933, as amended (“Securities Act”), with respect to a registration statement filed by Enron
Corp. On January 2, 2007, the court issued a final judgment dismissing the Enron Complaint as the allegations therein
pertained to AllianceBernstein. The parties have agreed that there will be no appeal.

Market Timing-related Matters

On October 2, 2003, a purported class action complaint entitled Hindo, et al. v. AllianceBernstein Growth & Income
Fund, et al. (“Hindo Complaint”) was filed against AllianceBernstein, Holding, the General Partner, AXA Financial, the
AllianceBernstein-sponsored mutual funds (“U.S. Funds”) that are registered under the Investment Company Act of
1940, as amended (“Investment Company Act”), the registrants and issuers of those funds, certain officers of
AllianceBernstein (“AllianceBernstein defendants™), and certain unaffiliated defendants, as well as unnamed Doe
defendants. The Hindo Complaint was filed in the United States District Court for the Southern District of New York

by alleged shareholders of two of the U.S. Funds. The Hindo Complaint alleges that certain of the AllianceBernstein
defendants failed to disclose that they improperly allowed certain hedge funds and other unidentified parties to engage
in “late trading” and “market timing” of U.S. Fund securities, violating Sections 11 and 15 of the Securities Act, Sections
10(b) and 20(a) of the Securities Exchange Act of 1934, as amended, and Sections 206 and 215 of the Investment
Adpvisers Act of 1940, as amended (“Advisers Act”). Plaintiffs seek an unspecified amount of compensatory damages
and rescission of their contracts with AllianceBernstein, including recovery of all fees paid to AllianceBernstein
pursuant to such contracts.

Following October 2, 2003, additional lawsuits making factual allegations generally similar to those in the Hindo
Complaint were filed in various federal and state courts against AllianceBernstein and certain other defendants. All
state court actions against AllianceBernstein either were voluntarily dismissed or removed to federal court. On
February 20, 2004, the Judicial Panel on Multidistrict Litigation transferred all federal actions to the United States
District Court for the District of Maryland (“Mutual Fund MDL”). On September 29, 2004, plaintiffs filed consolidated
amended complaints with respect to four claim types: mutual fund shareholder claims; mutual fund derivative claims;
derivative claims brought on behalf of Holding; and claims brought under the Employee Retirement Income Security
Act of 1974, as amended (“ERISA”) by participants in the Profit Sharing Plan for Employees of AllianceBernstein. All
four complaints included substantially identical factual allegations, which appear to be based in large part on the

Order of the U.S. Securities and Exchange Commission dated December 18, 2003 (as amended and restated January
15, 2004, “SEC Order”) and the New York State Attorney General Assurance of Discontinuance dated September 1,
2004 (“NYAG AoD”).

On April 21, 2006, AllianceBernstein and attorneys for the plaintiffs in the mutual fund shareholder claims, mutual
fund derivative claims, and ERISA claims entered into a confidential memorandum of understanding (“MOU”)
containing their agreement to settle these claims. The agreement will be documented by a stipulation of settlement and
will be submitted for court approval at a later date. The settlement amount ($30 million), which we previously accrued
and disclosed, has been disbursed. The derivative claims brought on behalf of Holding, in which plaintiffs seek an
unspecified amount of damages, remain pending.

We intend to vigorously defend against the lawsuit involving derivative claims brought on behalf of Holding. At the
present time, we are unable to predict the outcome or estimate a possible loss or range of loss in respect of this matter
because of the inherent uncertainty regarding the outcome of complex litigation, and the fact that the plaintiffs did not
specify an amount of damages sought in their complaint.
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On April 11, 2005, a complaint entitled The Attorney General of the State of West Virginia v. AIM Advisors, Inc., et
al. (“WVAG Complaint”) was filed against AllianceBernstein, Holding, and various unaffiliated defendants. The
WVAG Complaint was filed in the Circuit Court of Marshall County, West Virginia by the Attorney General of the
State of West Virginia. The WV AG Complaint makes factual allegations generally similar to those in the Hindo
Complaint. On October 19, 2005, the WVAG Complaint was transferred to the Mutual Fund MDL. On August 30,
2005, the WV Securities Commissioner signed a Summary Order to Cease and Desist, and Notice of Right to Hearing
(“Summary Order”) addressed to AllianceBernstein and Holding. The Summary Order claims that AllianceBernstein
and Holding violated the West Virginia Uniform Securities Act and makes factual allegations generally similar to
those in the SEC Order and NYAG AoD. On January 25, 2006, AllianceBernstein and Holding moved to vacate the
Summary Order. In early September 2006, the court denied this motion, and the Supreme Court of Appeals in West
Virginia denied our petition for appeal. On September 22, 2006, we filed an answer and moved to dismiss the
Summary Order with the WV Securities Commissioner.
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We intend to vigorously defend against the allegations in the WVAG Complaint and the Summary Order. At the
present time, we are unable to predict the outcome or estimate a possible loss or range of loss in respect of these
matters because of the inherent uncertainty regarding the outcome of complex litigation, the fact that plaintiffs did not
specify an amount of damages sought in their complaint, and the fact that, to date, we have not engaged in settlement
negotiations.

Revenue Sharing-related Matters

On June 22, 2004, a purported class action complaint entitled Aucoin, et al. v. Alliance Capital Management L.P., et
al. (“Aucoin Complaint”) was filed against AllianceBernstein, Holding, the General Partner, AXA Financial,
AllianceBernstein Investments, Inc., certain current and former directors of the U.S. Funds, and unnamed Doe
defendants. The Aucoin Complaint names the U.S. Funds as nominal defendants. The Aucoin Complaint was filed in
the United States District Court for the Southern District of New York by alleged shareholders of the
AllianceBernstein Growth & Income Fund. The Aucoin Complaint alleges, among other things, (i) that certain of the
defendants improperly authorized the payment of excessive commissions and other fees from U.S. Fund assets to
broker-dealers in exchange for preferential marketing services, (ii) that certain of the defendants misrepresented and
omitted from registration statements and other reports material facts concerning such payments, and (iii) that certain
defendants caused such conduct as control persons of other defendants. The Aucoin Complaint asserts claims for
violation of Sections 34(b), 36(b) and 48(a) of the Investment Company Act, Sections 206 and 215 of the Advisers
Act, breach of common law fiduciary duties, and aiding and abetting breaches of common law fiduciary duties.
Plaintiffs seek an unspecified amount of compensatory damages and punitive damages, rescission of their contracts
with AllianceBernstein, including recovery of all fees paid to AllianceBernstein pursuant to such contracts, an
accounting of all U.S. Fund-related fees, commissions and soft dollar payments, and restitution of all unlawfully or
discriminatorily obtained fees and expenses.

On February 2, 2005, plaintiffs filed a consolidated amended class action complaint (“Aucoin Consolidated Amended
Complaint”) that asserted claims substantially similar to the Aucoin Complaint and nine additional subsequently-filed
lawsuits. On October 19, 2005, the United States District Court for the Southern District of New York dismissed each
of the claims set forth in the Aucoin Consolidated Amended Complaint, except for plaintiffs’ claim under

Section 36(b) of the Investment Company Act. On January 11, 2006, the District Court granted defendants’ motion for
reconsideration and dismissed the remaining Section 36(b) claim. On May 31, 2006, the District Court denied
plaintiffs’ motion for leave to file their amended complaint. On July 5, 2006, plaintiffs filed a notice of appeal, which
was subsequently withdrawn subject to plaintiffs’ right to reinstate it at a later date.

We believe that plaintiffs’ allegations in the Aucoin Consolidated Amended Complaint are without merit and intend to
vigorously defend against these allegations. At the present time, we are unable to predict the outcome or estimate a
possible loss or range of loss in respect of this matter because of the inherent uncertainty regarding the outcome of
complex litigation, the fact that plaintiffs did not specify an amount of damages sought in their complaint, and the fact
that, to date, we have not engaged in settlement negotiations.

We are involved in various other matters, including employee arbitrations, regulatory inquiries, administrative
proceedings, and litigation, some of which allege material damages. While any proceeding or litigation has the
element of uncertainty, we believe that the outcome of any one of the other lawsuits or claims that is pending or
threatened, or all of them combined, will not have a material adverse effect on our results of operations or financial
condition.

Claims Processing Contingency
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During the fourth quarter of 2006, AllianceBernstein recorded a $56.0 million pre-tax charge ($54.5 million, net of the
related income tax benefit), for the estimated cost of reimbursing certain clients for losses arising out of an error made
in processing claims for class action settlement proceeds on behalf of these clients, which include some
AllianceBernstein-sponsored mutual funds. The effect of the charge and related income tax benefit on Holding’s 2006
results of operations was a decrease in net income and diluted net income per unit of $17.8 million and $0.20,
respectively. Our estimate of the cost is based on our review to date; as we continue our review, our estimate and the
ultimate cost we incur may change. We believe that most of this cost will ultimately be recovered by
AllianceBernstein from residual settlement proceeds and insurance.
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7. Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation No. 48 (“FIN No. 48”),
“Accounting for Uncertainty in Income Taxes”, an interpretation of FASB Statement 109. FIN No. 48 requires that the
effects of a tax position be recognized in the financial statements only if, as of the reporting date, it is “more likely than
not” to be sustained based solely on its technical merits. In making this assessment, a company must assume that the
taxing authority will examine the tax position and have full knowledge of all relevant information. FIN No. 48 became
effective on January 1, 2007. We currently estimate that the implementation of FIN No. 48 will not have a material
impact on our results of operations, liability for income taxes, or partners’ capital in 2007.

8. Quarterly Financial Data (Unaudited)
Quarters Ended 2006
December 31 September 30 June 30 March 31

(in thousands, except per unit amounts)

Equity in earnings of

AllianceBernstein $ 119,763  $ 82,028 $ 84,514 $ 73,164
Net income $ 109,429 $ 74,003 $ 76,005 $ 65,559
Basic net income per unit() $ 128  $ 088 % 090 $ 0.79
Diluted net income per unit(!) $ 127  $ 087 $ 089 $ 0.78
Cash distributions per unit® $ 148  $ 087 $ 089 $ 0.78
Unit prices®:

High: $ 8292 $ 71.03 $ 72.11  $ 66.60
Low $ 6827 % 56.10 $ 5550 $ 56.12

Quarters Ended 2005
December 31 September 30 June 30 March 31
(in thousands, except per unit amounts)

Equity in earnings of

AllianceBernstein $ 92,143 $ 67,237 $ 62,654 $ 53,020
Net income $ 84,536 $ 60,570 $ 56,124  $ 46,834
Basic net income per unit() $ 1.03 $ 074  $ 069 $ 0.58
Diluted net income per unit(!) $ 1.02 $ 074  $ 068 $ 0.58
Cash distributions per unit® $ 1.02 $ 074  $ 068 $ 0.56
Unit prices®:

High $ 5846 % 4839 § 4775  $ 49.90
Low $ 46.00 $ 4365 $ 4235 $ 40.25

(DBasic and diluted net income per unit are computed independently for each of the periods presented. Accordingly,
the sum of the quarterly net income per unit amounts may not agree to the total for the year.

&) Declared and paid during the following quarter.
3) High and low sales prices as reported by the New York Stock Exchange.
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Report of Independent Registered Public Accounting Firm

To the General Partner and Unitholders
AllianceBernstein Holding L.P.:

We have completed an integrated audit of AllianceBernstein Holding L.P.’s 2006 financial statements and of its
internal control over financial reporting as of December 31, 2006 in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Our opinions, based on our audit, are presented below.

Financial statements

In our opinion, the accompanying statement of financial condition and the related statements of income, changes in
partners' capital and comprehensive income and cash flows present fairly, in all material respects, the financial
position of AllianceBernstein Holding L.P. (“AllianceBernstein Holding™) at December 31, 2006 and for the year then
ended in conformity with accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of AllianceBernstein Holding’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. We conducted our audit of these statements in accordance
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit of financial statements includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in the accompanying Management's Report on Internal
Control over Financial Reporting, that AllianceBernstein Holding maintained effective internal control over financial
reporting as of December 31, 2006, based on criteria established in Internal Control - Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is fairly stated, in all material
respects, based on those criteria. Furthermore, in our opinion, AllianceBernstein Holding, maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2006, based on criteria established in
Internal Control - Integrated Framework issued by the COSO. AllianceBernstein Holding's management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express opinions on management’s
assessment and on the effectiveness of AllianceBernstein Holding's internal control over financial reporting based on
our audit. We conducted our audit of internal control over financial reporting in accordance with the standards of the
Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained
in all material respects. An audit of internal control over financial reporting includes obtaining an understanding of
internal control over financial reporting, evaluating management’s assessment, testing and evaluating the design and
operating effectiveness of internal control, and performing such other procedures as we consider necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinions.

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 (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that
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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 (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

[s/ PricewaterhouseCoopers LLP
New York, New York

February 27, 2007
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Report of Independent Registered Public Accounting Firm

The General Partner and Unitholders
AllianceBernstein Holding L.P.:

We have audited the accompanying statement of financial condition of AllianceBernstein Holding L.P.
(“AllianceBernstein Holding”), formerly Alliance Capital Management Holding L.P., as of December 31, 2005, and the
related statements of income, changes in partners’ capital and comprehensive income and cash flows for each of the
years in the two-year period ended December 31, 2005. These financial statements are the responsibility of the
management of the General Partner. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of AllianceBernstein Holding as of December 31, 2005, and the results of its operations and its cash flows for each of
the years in the two-year period ended December 31, 2005, in conformity with U.S. generally accepted accounting
principles.

/s/ KPMG LLP
New York, New York
February 24, 2006
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ALLIANCEBERNSTEIN L.P.

AND SUBSIDIARIES

Consolidated Statements of Financial Condition

ASSETS
Cash and cash equivalents
Cash and securities segregated, at market (cost $1,863,133 and
$1,720,295)
Receivables, net:
Brokers and dealers
Brokerage clients
Fees, net
Investments
Furniture, equipment and leasehold improvements, net
Goodwill, net
Intangible assets, net
Deferred sales commissions, net
Other investments
Other assets
Total assets

LIABILITIES AND PARTNERS’ CAPITAL
Liabilities:
Payables:
Brokers and dealers
Brokerage clients
AllianceBernstein mutual funds
Accounts payable and accrued expenses
Accrued compensation and benefits
Debt
Minority interests in consolidated subsidiaries
Total liabilities
Commitments and contingencies (See Note 1)
Partners’ capital:
General Partner
Limited partners: 259,062,014 and 255,624,870 units issued and
outstanding

Capital contributions receivable from General Partner
Deferred compensation expense

Accumulated other comprehensive income

Total partners’ capital

Total liabilities and partners’ capital

$

December 31,
2006
(in thousands, except unit amounts)

692,658
1,863,957

2,445,552
485,446
557,280
543,653
288,575

2,893,029
284,925
194,950
203,950
147,130

10,601,105

661,790
3,988,032
266,849
333,007
392,014
334,901
53,515
6,030,108

46,416

4,584.200
4,630,616

(29,590)

(63,196)
33,167
4,570,997
10,601,105

$

$

2005

654,168
1,720,809

2,093,461
429,586
413,198
345,045
236,309

2,876,657
305,325
196,637

86,369
132,916
9,490,480

1,057,274
2,929,500
140,603
286,449
357,321
407,291
9,368
5,187,806

44,065

4,334,207
4,378,272
(31,775)
(67,895)
24,072
4,302,674
9,490,480
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ALLIANCEBERNSTEIN L.P.

AND SUBSIDIARIES

Consolidated Statements of Income

Revenues:

Investment advisory and services fees
Distribution revenues

Institutional research services
Dividend and interest income
Investment gains (losses)

Other revenues

Total revenues

Less: Interest expense

Net revenues

Expenses:

Employee compensation and benefits
Promotion and servicing:

Distribution plan payments

Amortization of deferred sales commissions
Other

General and administrative

Interest on borrowings

Amortization of intangible assets

Operating income
Non-operating income
Income before income taxes
Income taxes

Net income

Net income per unit:

Basic
Diluted

$
$

Years Ended December 31,

2006

2005

2004

(in thousands, except per unit amounts)

2,890,229
421,045
375,075
266,520

53,134
132,237

4,138,240
187,833

3,950,407

1,547,627
292,886
100,370
218,944
583,296
23,124
20,710
2,786,957
1,163,450
20,196
1,183,646
75,045

1,108,601

4.26
4.22

$

$

$
$

2,259,392
397,800
352,757
152,781
28,631
117,227
3,308,588
95,863

3,212,725

1,262,198
291,953
131,979
198,004
384,339

25,109
20,700

2,314,282

898,443
34,446
932,889
64,571
868,318

3.37
3.35

See Accompanying Notes to Consolidated Financial Statements.
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1,996,819
447,283
420,141
72,743
14,499
136,744
3,088,229
32,796

3,055,433

1,085,163
374,184
177,356
202,327
426,389

24,232
20,700
2,310,351

745,082

745,082

39,932

705,150

2.76
2.74
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ALLIANCEBERNSTEIN L.P.
AND SUBSIDIARIES

Consolidated Statements of Changes in Partners’ Capital and Comprehensive Income

Balance as of
December 31, 2003
Comprehensive income
(loss):

Net income

Other comprehensive
income (loss):
Unrealized gain (loss) on
investments, net

Foreign currency
translation adjustment, net
Comprehensive income
(loss)

Cash distributions to
General Partner and
unitholders ($1.50 per
unit)

Capital contributions from
General Partner
Purchases of Holding
Units to fund deferred
compensation plans, net
Compensatory Holding
Unit options expense
Amortization of deferred
compensation awards
Compensation plan
accrual

Additional investment by
Holding with proceeds
from exercise of
compensatory options to
buy Holding Units
Balance as of
December 31, 2004
Comprehensive income
(loss):

Net income

General
Partner’s
Capital

39,195 $

7,052

7,052

(3,838)

32

467

42,917

8,683

Limited
Partners’
Capital

Capital

Accumulated
Deferred Other Total

ContributiondCompensatiofomprehensive Partners’

Receivable

Expense Income Capital

(in thousands, except per unit amounts)

3,858,538

698,098

698,098

(379,144)

$ (35698 $ (111,134) $ 27,568 $ 3,778,469

— 5,901

(8,557)

2,356

3,224

46,238

4,220,753

859,635

(3,256)

(33,053)

— — 705,150

— (236) (236)
— 14,768 14,768

— 14,532 719,682

— — (382,982)

— — 5,901

(36,532) — (45,080)
— — 2,356

58,647 — 58,647

— — 46,705

(89,019) 42,100 4,183,698

— — 868,318
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Other comprehensive
income (loss):
Unrealized gain (loss) on
investments, net

Foreign currency
translation adjustment, net
Comprehensive income
(loss)

Cash distributions to
General Partner and
unitholders ($3.11 per
unit)

Capital contributions from
General Partner
Purchases of Holding
Units to fund deferred
compensation plans, net
Compensatory Holding
Unit options expense
Amortization of deferred
compensation awards
Compensation plan
accrual

Additional investment by
Holding with proceeds
from exercise of
compensatory options to
buy Holding Units
Balance as of
December 31, 2005
Comprehensive income
(loss):

Net income

Other comprehensive
income (loss):
Unrealized gain (loss) on
investments, net

Foreign currency
translation adjustment, net
Comprehensive income
(loss)

Adjustment to initially
apply FASB Statement
No. 158, net

Cash distributions to
General Partner and
unitholders ($3.94 per
unit)

Capital contributions from
General Partner

8,683

(8,005)

16

29

425

44,065

11,086

11,086

(10,255)

23

859,635 —

(792,504) —

— 4,191

(733) —

2,192 —

2,884 (2,913)

41,980 —

4,334,207 (31,775)

1,097,515 —

1,097,515 —

(1,015,206) —

— 4,303
16,734 —

(32,536)

53,660

(67,895)

(39,102)

1,985
(20,013)

(18,028)

24,072

5,198
10,821

16,019

(6,924)

1,985
(20,013)

850,290

(800,509)

4,191

(33,253)
2,192

53,660

42,405

4,302,674

1,108,601

5,198
10,821

1,124,620

(6,924)

(1,025,461)

4,303
(22,345)
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Purchases of Holding

Units to fund deferred

compensation plans, net

Additional investment by

Holding through issuance

of Holding Units in

exchange for cash awards

made under the Partners

Compensation Plan 471 46,690 — — — 47,161
Compensatory Holding

Unit options expense — 2,699 — — — 2,699
Amortization of deferred

compensation awards — — — 43,801 — 43,801
Compensation plan

accrual 21 2,097 (2,118) — — —-
Additional investment by
Holding with proceeds
from exercise of
compensatory options to

buy Holding Units 1,005 99,464 — — — 100,469
Balance as of
December 31, 2006 $ 46416 $ 4584200 $ (29,590) $ (63,196) $ 33,167 $ 4,570,997

See Accompanying Notes to Consolidated Financial Statements.
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ALLIANCEBERNSTEIN L.P.

AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash
provided by operating activities:

Amortization of deferred sales commissions
Amortization of deferred compensation
Depreciation and other amortization

Other, net

Changes in assets and liabilities:

(Increase) in segregated cash and securities
(Increase) decrease in receivable from brokers and
dealers

(Increase) in receivable from brokerage clients
(Increase) in fees receivable, net

(Increase) in trading investments

(Increase) in deferred sales commissions
(Increase) in other investments

(Increase) in other assets

(Decrease) increase in payable to brokers and
dealers

Increase in payable to brokerage clients

Increase in payable to AllianceBernstein mutual
funds

Increase (decrease) in accounts payable and accrued
expenses

Increase (decrease) in accrued compensation and
benefits, less deferred compensation

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of investments

Proceeds from sales of investments

Additions to furniture, equipment and leasehold
improvements

Purchase of business, net of cash acquired

Net cash used in investing activities

Cash flows from financing activities:
Issuance (repayment) of commercial paper, net
Repayment of long-term debt

Years Ended December 31,

2006

1,108,601

100,370
76,251
72,445

(19,898)

(143,148)

(324,640)
(31,974)
(135,821)
(125,121)
(98,679)
(115,317)
(9,638)

(422,492)
1,035,367

126,236
72,169
39,579

1,204,290

(54,803)
12,812

(97,073)

(16,086)
(155,150)

328,119
(408,149)
(1,025,461)

2005

(in thousands)

$

868,318

131,979
85,437
67,980

(14,774)

(231,768)

(605,389)
(90,453)
(65,861)

(135,121)
(74,161)
(23,045)
(27,645)

279,926
268,608

14,966
7,158
3,927

460,082

(7,380)
12,717
(72,586)

(67,249)

(150)

(800,509)

$

2004

705,150

177,356
101,561
74,878
7,859

(203,240)

137,052
(21,154)
(13,187)
(56,105)
(44,584)
(29,996)
(2,142)

(339,687)
761,098

9,488
(267,879)
(28,304)
968,164
(27,407)
38,046
(57,313)

(46,674)

92)

(382,982)
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Cash distributions to General Partner and
unitholders

Capital contributions from General Partner
Additional investment by Holding with proceeds
from exercise of compensatory options to buy
Holding Units

Purchases of Holding Units to fund deferred
compensation plans, net

Net cash used in financing activities

Effect of exchange rate changes on cash and cash
equivalents

Net increase (decrease) in cash and cash
equivalents

Cash and cash equivalents as of beginning of the
period

Cash and cash equivalents as of end of the period
Cash paid:

Interest

Income taxes

Non-cash financing activities:

Additional investment by Holding through issuance
of Holding Units in exchange for cash awards made
under the Partners Compensation Plan

$
$

4,303

100,469

(22,345)
(1,023,064)

12,414
38,490

654,168
692,658

229,009
59,704

47,161

4,191

42,405

(33,253)
(787,316)

(12,872)
(407,355)

1,061,523
654,168

122,152
56,521

See Accompanying Notes to Consolidated Financial Statements.
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5,901

46,705

(45,080)
(375,548)

12,723
558,665

502,858
1,061,523

55,102
33,516
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ALLIANCEBERNSTEIN L.P.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
The words “we” and “our” refer collectively to AllianceBernstein Holding L.P. and AllianceBernstein L.P. and its
subsidiaries, or to their officers and employees. Similarly, the word “company” refers to both Holding and
AllianceBernstein. Where the context requires distinguishing between Holding and AllianceBernstein, we identify
which of them is being discussed. Cross-references are in italics.

1. Organization and Business Description

AllianceBernstein provides research, diversified investment management and related services globally to a broad
range of clients. Its principal services are:

-Institutional Investments Services - servicing institutional investors, including unaffiliated corporate and public
employee pension funds, endowment funds, domestic and foreign institutions and governments, and affiliates such
as AXA and certain of its insurance company subsidiaries, by means of separately managed accounts, sub-advisory
relationships, structured products, group trusts, mutual funds (sponsored by AllianceBernstein or our affiliated joint
venture companies), and other investment vehicles.

-Retail Services - servicing individual investors, primarily by means of retail mutual funds sponsored by
AllianceBernstein or our affiliated joint venture companies, sub-advisory relationships in respect of mutual funds
sponsored by third parties, separately managed account programs that are sponsored by various financial
intermediaries worldwide, and other investment vehicles.

-Private Client Services - servicing high-net-worth individuals, trusts and estates, charitable foundations,
partnerships, private and family corporations, and other entities, by means of separately managed accounts, hedge

funds, mutual funds, and other investment vehicles.

-Institutional Research Services - servicing institutional investors desiring institutional research services including
in-depth, independent, fundamental research, portfolio strategy, trading, and brokerage-related services.

We also provide distribution, shareholder servicing, and administrative services to our sponsored mutual funds.
We provide a broad range of investment services with expertise in:
Growth equities, generally targeting stocks with under-appreciated growth potential;
Value equities, generally targeting stocks that are out of favor and that may trade at bargain prices;
Fixed income securities, including both taxable and tax-exempt securities;
Passive management, including both index and enhanced index strategies; and
Blend strategies, combining style pure investment components with systematic rebalancing.

We manage these services using various investment disciplines, including market capitalization (e.g., large-, mid-, and
small-cap equities), term (e.g., long-, intermediate-, and short-duration debt securities), and geographic location (e.g.,
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U.S., international, global, and emerging markets), as well as local and regional disciplines in major markets around
the world.

Our high-quality, in-depth fundamental research is the foundation of our business. AllianceBernstein’s research
disciplines include fundamental research, quantitative research, economic research, and currency forecasting
capabilities. In addition, AllianceBernstein has created several specialist research units, including one unit that
examines global strategic changes that can affect multiple industries and geographies, and another dedicated to
identifying potentially successful innovations within early-stage companies.
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As of December 31, 2006, AXA, a société anonyme organized under the laws of France and the holding company for
an international group of insurance and related financial services companies, AXA Financial, Inc. (an indirect
wholly-owned subsidiary of AXA, “AXA Financial”), AXA Equitable Life Insurance Company (a wholly-owned
subsidiary of AXA Financial, “AXA Equitable”) and certain subsidiaries of AXA Financial, collectively referred to as
“AXA and its subsidiaries”, owned approximately 1.7% of the issued and outstanding Holding Units.

As of December 31, 2006, the ownership of AllianceBernstein, as a percentage of general and limited partnership
interests, was as follows:

AXA and its subsidiaries 59.7%

Holding 32.8

SCB Partners Inc. (a wholly-owned subsidiary of SCB Inc.; formerly known as Sanford C.

Bernstein Inc.) 6.2

Other 1.3
100.0%

AllianceBernstein Corporation (an indirect wholly-owned subsidiary of AXA, “General Partner”) is the general partner
of both Holding and AllianceBernstein. AllianceBernstein Corporation owns 100,000 general partnership units in
Holding and a 1% general partnership interest in AllianceBernstein. Each general partnership unit in Holding is
entitled to receive quarterly distributions equal to those received by each limited partnership unit. Including the

general partnership interests in AllianceBernstein and Holding, and their equity interest in Holding, as of

December 31, 2006, AXA and its subsidiaries had an approximate 60.3% economic interest in AllianceBernstein.

2. Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United States of America. The preparation of the consolidated financial statements requires management to
make certain estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the dates of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from those estimates.

Principles of Consolidation

The consolidated financial statements include AllianceBernstein and its majority-owned and/or controlled
subsidiaries. All significant inter-company transactions and balances among the consolidated entities have been
eliminated.

The equity method of accounting is used for unconsolidated joint ventures and, in accordance with Emerging Issues
Task Force D-46, “Accounting for Limited Partnership Investments”, for investments made in limited partnership hedge
funds that we sponsor and manage. The investments are included in “other investments” on the consolidated balance
sheets and the related investment income and gains and losses are included in “other revenues” on the consolidated
statements of income.

Variable Interest Entities

In accordance with FASB Interpretation No. 46 (revised December 2003) (“FIN 46-R”), “Consolidation of Variable
Interest Entities”, management reviews quarterly its management agreements and its investments in, and other financial
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arrangements with, certain entities that hold client assets under management to determine the entities that the company
is required to consolidate under FIN 46-R. These include certain mutual fund products, hedge funds, structured
products, group trusts, and joint ventures.

We derive no benefit from client assets under management of these entities other than investment management fees
and cannot utilize those assets in our operations.

As of December 31, 2006, we have significant variable interests in certain structured products and hedge funds with
approximately $226.4 million in client assets under management. However, these variable interest entities do not
require consolidation because management has determined that we are not the primary beneficiary. Our maximum
exposure to loss in these entities is limited to our investment of $0.1 million in these entities.
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Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and highly liquid investments including money
market accounts with actual maturities of three months or less. Due to the short-term nature of these instruments, the
recorded value has been determined to approximate fair value.

Fees Receivable, Net

Fees receivable are shown net of allowances. An allowance for doubtful accounts related to investment advisory and
services fees is determined through an analysis of the aging of receivables, assessments of collectibility based on
historical trends and other qualitative and quantitative factors, including the following: our relationship with the client,
the financial health (or ability to pay) of the client, current economic conditions and whether the account is closed or
active.

Collateralized Securities Transactions

Customers’ securities transactions are recorded on a settlement date basis, with related commission income and
expenses reported on a trade date basis. Receivables from and payables to customers include amounts due on cash and
margin transactions. Securities owned by customers are held as collateral for receivables; collateral is not reflected in
the consolidated financial statements. Principal securities transactions and related expenses are recorded on a trade
date basis.

Sanford C. Bernstein & Co., LLC (“SCB LLC”) and Sanford C. Bernstein Limited (“SCBL”), both wholly-owned
subsidiaries, account for transfers of financial assets in accordance with Statement of Financial Accounting Standards
No. 140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities”. Securities
borrowed and securities loaned are recorded at the amount of cash collateral advanced or received in connection with
the transaction and are included in receivables from and payables to brokers and dealers in the consolidated statements
of financial condition. Securities borrowed transactions require SCB LL.C and SCBL to deposit cash collateral with
the lender. With respect to securities loaned, SCB LLC and SCBL receive cash collateral from the borrower. The
initial collateral advanced or received approximates or is greater than the fair value of securities borrowed or loaned.
SCB LLC and SCBL monitor the fair value of the securities borrowed and loaned on a daily basis and request
additional collateral or return excess collateral, as appropriate. Income or expense is recognized over the life of the
transactions.

Investments

Investments, principally investments in United States Treasury Bills, unconsolidated company-sponsored mutual
funds and securities held by consolidated company-sponsored mutual funds, are classified as either trading or
available-for-sale securities. The trading investments are stated at fair value with unrealized gains and losses reported
in net income. Available-for-sale investments are stated at fair value with unrealized gains and losses reported as a
separate component of accumulated other comprehensive income in partners’ capital. Realized gains and losses on the
sale of investments are included in income in the current period.

Furniture, Equipment and Leasehold Improvements, Net
Furniture, equipment and leasehold improvements are stated at cost, less accumulated depreciation and amortization.
Depreciation is recognized on a straight-line basis over the estimated useful lives of eight years for furniture and three

to six years for equipment and software. Leasehold improvements are amortized on a straight-line basis over the lesser
of their estimated useful lives or the terms of the related leases.
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Goodwill, Net

On October 2, 2000, AllianceBernstein acquired the business and assets of SCB Inc., an investment research and
management company formerly known as Sanford C. Bernstein Inc. (“Bernstein”), and assumed the liabilities of
Bernstein (“Bernstein Transaction). The purchase price consisted of a cash payment of approximately $1.5 billion and
40.8 million newly issued AllianceBernstein Units. AXA Financial purchased approximately 32.6 million newly
issued AllianceBernstein Units for $1.6 billion on June 21, 2000, to fund the cash portion of the purchase price.

The Bernstein Transaction was accounted for under the purchase method with the results of Bernstein included in the
consolidated financial statements from the acquisition date. The cost of the acquisition was allocated on the basis of
the estimated fair value of the assets acquired and the liabilities assumed. Portions of the purchase price were
identified as net tangible assets of $0.1 billion and costs assigned to contracts acquired of $0.4 billion. The excess of
the purchase price over the fair value of identifiable assets acquired resulted in the recognition of goodwill of
approximately $3.0 billion.
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During the second quarter of 2006, we made an acquisition which resulted in the recognition of approximately $16.4
million of goodwill (see Note 20).

In accordance with Statement of Financial Accounting Standards No. 142 (“SFAS No. 142”), “Goodwill and Other
Intangible Assets”, we test goodwill at least annually, as of September 30, for impairment. As of September 30, 2006,
the impairment test indicated that goodwill was not impaired. Also, as of December 31, 2006, management believes
that goodwill was not impaired. However, future tests may be based upon different assumptions which may or may
not result in an impairment of this asset. Any impairment could reduce materially the recorded amount of the goodwill
asset with a corresponding charge to our earnings.

Intangible Assets, Net

Intangible assets consist primarily of costs assigned to investment management contracts of SCB Inc. less
accumulated amortization. In order to determine the fair market value and the remaining useful lives of these
investment management contracts, we performed an analysis as of the acquisition date that considered the following
factors:

The nature and characteristics of the intangible assets, including:
The historical and expected future economic benefits associated with the assets as of the valuation date,
The historical and expected attrition associated with the assets, and
Any special rights associated with the assets;
The historical and then-current financial condition and operating results of SCB Inc.;

-Discussions with management of SCB Inc. and others to augment our understanding of the nature of the intangible
assets; and

-Reviews of market data and other available information relating to SCB Inc. and the investment management
industry.

As a result of the analysis, management determined that the intangible assets have an estimated useful life of
approximately 20 years.

The gross carrying amount of intangible assets subject to amortization totaled $414.3 million and $414.0 million as of
December 31, 2006 and 2005, respectively, and accumulated amortization was $129.4 million as of December 31,
2006 and $108.7 million as of December 31, 2005, resulting in the net carrying amount of intangible assets subject to
amortization of $284.9 million as of December 31, 2006 and $305.3 million as of December 31, 2005. Amortization
expense was $20.7 million for each of the years ended December 31, 2006, 2005, and 2004, and estimated
amortization expense for each of the next five years is approximately $20.7 million.

Management tests intangible assets for impairment quarterly. As of December 31, 2006, management believes that
intangible assets were not impaired. However, future tests may be based upon different assumptions which may or
may not result in an impairment of this asset. Any impairment could reduce materially the recorded amount of
intangible assets with a corresponding charge to our earnings.
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Deferred Sales Commissions, Net

We pay commissions to financial intermediaries in connection with the sale of shares of open-end company-sponsored
mutual funds sold without a front-end sales charge (“back-end load shares”). These commissions are capitalized as
deferred sales commissions and amortized over periods not exceeding five and one-half years for U.S. fund shares and
four years for non-U.S. fund shares, the periods of time during which deferred sales commissions are generally
recovered. We recover these commissions from distribution services fees received from those funds and from
contingent deferred sales commissions (“CDSC”) received from shareholders of those funds upon the redemption of
their shares. CDSC cash recoveries are recorded as reductions of unamortized deferred sales commissions when
received.

Management tests the deferred sales commission asset for recoverability quarterly. Significant assumptions utilized to
estimate the company’s future average assets under management and undiscounted future cash flows from back-end
load shares include expected future market performance and redemption rates. Estimates of undiscounted future cash
flows and the remaining life of the deferred sales commission asset are made from these assumptions and the
aggregate undiscounted future cash flows are compared to the recorded value of the deferred sales commission asset.
Management considers the results of these analyses performed at various dates. If management determines in the
future that an impairment exists, a loss would be recorded. The amount of the loss would be measured as the amount
by which the recorded amount of the asset exceeds its estimated fair value. Estimated fair value is determined using
management’s best estimate of future cash flows discounted to a present value amount.

Loss Contingencies

With respect to all significant litigation matters, we conduct a probability assessment of the likelihood of a negative
outcome. If we determine the likelihood of a negative outcome is probable, and the amount of the loss can be
reasonably estimated, we record an estimated loss for the expected outcome of the litigation as required by Statement
of Financial Accounting Standards No. 5 (“SFAS No. 57), “Accounting for Contingencies”, and Financial Accounting
Standards Board (“FASB”) Interpretation No. 14 (“FIN No. 14”), “Reasonable Estimation of the Amount of a Loss - an
interpretation of FASB Statement No. 5”. If the likelihood of a negative outcome is reasonably possible and we are able
to indicate an estimate of the possible loss or range of loss, we disclose that fact together with the estimate of the
possible loss or range of loss. However, it is difficult to predict the outcome or estimate a possible loss or range of loss
because litigation is subject to significant uncertainties, particularly when plaintiffs allege substantial or indeterminate
damages, or when the litigation is highly complex or broad in scope.

Revenue Recognition

Investment advisory and services base fees, generally calculated as a percentage of assets under management, are
recorded as revenue as the related services are performed. Certain investment advisory contracts provide for a
performance-based fee, in addition to or in lieu of a base fee, which is calculated as either a percentage of absolute
investment results or a percentage of investment results in excess of a stated benchmark over a specified period of
time. Performance-based fees are recorded as revenue at the end of each measurement period. Institutional research
services revenue consists of brokerage transaction charges received by SCB LLC and SCBL for in-depth research and
brokerage-related services provided to institutional investors. Brokerage transaction charges earned and related
expenses are recorded on a trade date basis. Distribution revenues, shareholder servicing fees, and interest income are
accrued as earned.

Mutual Fund Underwriting Activities
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Purchases and sales of shares of our mutual funds in connection with the underwriting activities of our subsidiaries,
including related commission income, are recorded on trade date. Receivables from brokers and dealers for sale of
shares of our mutual funds are generally realized within three business days from trade date, in conjunction with the
settlement of the related payables to our mutual funds for share purchases. Distribution plan and other promotion and
servicing payments are recognized as an expense when incurred.

Deferred Compensation Plans

We maintain several unfunded, non-qualified deferred compensation plans under which annual awards to employees
are generally made in the fourth quarter. Participants allocate their awards among notional investments in Holding
Units, certain of our investment services we provide to our clients, or a money market fund, or investments in options
to buy Holding Units. We typically purchase the investments that are notionally elected by the participants and hold
such investments, which are classified as trading securities, in a consolidated rabbi trust. Vesting periods for annual
awards range from immediate to four years, depending on the terms of the individual awards, the age of the
participants, or in the case of our Chairman and CEO, the terms of his employment agreement. Upon vesting, awards
are distributed to participants unless they have made a voluntary long-term election to defer receipt. Quarterly cash
distributions on unvested Holding Units for which a long-term deferral election has not been made are paid currently
to participants. Quarterly cash distributions on notional investments of Holding Units and income credited on notional
investments in our investment services or the money market fund for which a long-term deferral election has been
made are reinvested and distributed as elected by participants.
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Compensation expense for awards under the plans, including changes in participant account balances resulting from

gains and losses on notional investments (other than in Holding Units), is recognized on a straight-line basis over the
applicable vesting periods. Mark-to-market gains or losses on notional investments (other than in Holding Units) are
recognized currently as investment gains (losses) in the consolidated statements of income.

Compensatory Option Plans

In December 2004, the FASB issued Statement of Financial Accounting Standards No. 123 (revised 2004), (“SFAS

No. 123-R”), “Share Based Payment”. SFAS No. 123-R requires that compensation cost related to share-based payments,
based on the fair value of the equity instruments issued, be recognized in financial statements. SFAS No. 123-R
supersedes Accounting Principles Board Opinion No. 25 (“APB No. 25”), “Accounting for Stock Issued to Employees”,
and its related implementation guidance. We adopted SFAS No. 123-R effective January 1, 2006 utilizing the

modified prospective method. Prior period amounts have not been restated.

Prior to January 1, 2006, we utilized the fair value method of recording compensation expense (including a
straight-line amortization policy), related to compensatory option awards of Holding Units granted subsequent to
2001, as permitted by Statement of Financial Accounting Standards No. 123 (“SFAS No. 123”), “Accounting for
Stock-Based Compensation”, as amended by Statement of Financial Accounting Standards No. 148 (“SFAS No. 148”),
“Accounting for Stock-Based Compensation—Transition and Disclosure”. Under the fair value method, compensation
expense is measured at the grant date based on the estimated fair value of the award (determined using the
Black-Scholes option valuation model) and is recognized over the vesting period.

For compensatory option awards granted prior to 2002, we applied the provisions of APB No. 25, under which
compensation expense is recognized only if the market value of the underlying Holding Units exceeds the exercise
price at the date of grant. We did not record compensation expense for compensatory option awards made prior to
2002 because those options were granted with exercise prices equal to the market value of the underlying Holding
Units on the date of grant. Had we recorded compensation expense for those options based on their fair value at grant
date under SFAS No. 123, net income for 2005 and 2004 would have been reduced to the pro forma amounts
indicated below:

Years Ended December 31,
2005 2004
(in thousands, except
per unit amounts)
SFAS No. 123 pro forma net income:

Net income as reported $ 868,318 $ 705,150

Add: stock-based compensation expense included in net income, net of

tax 2,040 2,231

Deduct: total stock-based compensation expense determined under fair

value method for all awards, net of tax (3,918) (7,132)
SFAS No. 123 pro forma net income $ 866,440 $ 700,249

Net income per unit:

Basic net income per unit as reported $ 3.37 $ 2.76
Basic net income per unit pro forma $ 3.37 $ 2.74
Diluted net income per unit as reported $ 3.35 $ 2.74
Diluted net income per unit pro forma $ 3.34 $ 2.72
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Foreign Currency Translation

Assets and liabilities of foreign subsidiaries are translated into United States dollars (“US$”) at exchange rates in effect
at the balance sheet dates, and related revenues and expenses are translated into US$ at average exchange rates in
effect during each period. Net foreign currency gains and losses resulting from the translation of assets and liabilities
of foreign operations into US$ are reported as a separate component of accumulated other comprehensive income in
the consolidated statements of changes in partners’ capital and comprehensive income. Net realized foreign currency
transaction losses were $0.2 million, $0.7 million, and $1.8 million for 2006, 2005, and 2004, respectively.

Cash Distributions
AllianceBernstein is required to distribute all of its Available Cash Flow, as defined in the Amended and Restated
Agreement of Limited Partnership of AllianceBernstein (“AllianceBernstein Partnership Agreement”), to its unitholders
and to its General Partner. Available Cash Flow can be summarized as the cash flow received by AllianceBernstein
from operations minus such amounts as the General Partner determines, in its sole discretion, should be retained by
AllianceBernstein for use in its business. The General Partner computes cash flow received from operations by
determining the sum of:

. net cash provided by operating activities of AllianceBernstein,

eproceeds from borrowings and from sales or other dispositions of assets in the ordinary course of business, and

tncome from investments in marketable securities, liquid investments, and other financial instruments that are
acquired for investment purposes and that have a value that may be readily established,

and then subtracting from this amount the sum of:
. payments in respect of the principal of borrowings, and

. amounts expended for the purchase of assets in the ordinary course of business.
On January 24, 2007, the General Partner declared a distribution of $418.7 million, or $1.60 per AllianceBernstein
Unit, representing a distribution from Available Cash Flow for the three months ended December 31, 2006. The
distribution was paid on February 15, 2007 to holders of record as of February 5, 2007.
Comprehensive Income
Total accumulated other comprehensive income is reported in the consolidated statements of changes in partners’
capital and comprehensive income and includes net income, unrealized gains and losses on investments classified as
available-