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OATH OR AFFIRMATION

1, Bruce H. Lipnick , swear {or affirm) that, to the best of

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

Asset Alliance Investment Services, Inc , as

of __ December 31 , 2005 , are true and correct. | further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NO EXCEPTIONS

ﬂ , ///7
M /JL EMM.
Signature 4

President & Chief Executive Officer

Q\‘Zp’ Title
% SANDRA BOR20
\&tary Pubhc State %f N“ﬁgm York

J Notary Public Quahfued in Na

EEE] C
Commission Expires Kﬂa?gf??‘i Zm (ﬂ

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

X1 (a) Facing Page.

BJ (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

O (d) Statement of Cash Flows. ’

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.
O

O

a

=]

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h)  Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
() Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and
the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.
X (i) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report. :
O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.
O (o) Independent auditor's report on internal control.
O (p) Schedule of segregation requirements and funds in segregation — customers’ regulated commodity futures
account pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Stockholder and Board of Directors of
Asset Alliance Investment Services, Inc.

We have audited the accompanying statement of financial condition of Asset Alliance
Investment Services, Inc. (the “Company”) as of December 31, 2005. This statement of
financial condition is the responsibility of the Company’s management. Our responsibility is
to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. We were not engaged to perform an audit of the Company’s internal control
over financial reporting. Our audit included consideration of intemal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit
also 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 statement of financial condition
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Asset Alliance Investment Services, Inc. at |
December 31, 2005, in conformity with accounting principles generally accepted in the

United States.
émt ¥ MLLP

February 17, 2006 |

A Member Practice of Ernst & Young Global



Asset Alliance Investment Services, Inc.

Statement of Financial Condition

December 31, 2005

Assets

Cash

Due from Parent and affiliate
Deferred taxes

Corporate taxes receivable
Other receivable

Total assets

Liabilities and stockholder’s equity
Liabilities:
Payable to placement agents
Accrued expenses
Total liabilities

Stockholder’s equity:
Common stock, $0.01 par value; 100 shares authorized,
issued and outstanding
Additional paid-in capital
Accumulated deficit
Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes.

$ 189,389
8,869
39,698
2,144
3,735

$ 243,835

$ 57,103
20,000

77,103

1
440,820
(274,089)

166,732

$ 243,835




Asset Alliance Investment Services, Inc.

Notes to Statement of Financial Condition

December 31, 2005

1. Business and Organization

Asset Alliance Investment Services, Inc. (the “Company”), a wholly-owned subsidiary of
Asset Alliance Corporation (the “Parent”), was incorporated on October 3, 1997. The
Company was formed for the purpose of providing a broad range of marketing and investor
services for the Parent and its subsidiaries’ private investment products and those of affiliated
asset managers. The Company is a registered broker-dealer under the Securities Exchange
Act of 1934 and a member of the National Association of Securities Dealers, Inc.

2. Significant Accounting Policies

Basis of Presentation
The statement of financial condition has been prepared in accordance with accounting
principles generally accepted in the United States.

Estimated Fair Value

The fair value of assets and liabilities which qualify as financial instruments under Statement
of Financial Accounting Standards (“SFAS”) No. 107, “Disclosures About Fair Value of
Financial Instruments,” approximates the carrying amounts presented in the accompanying
statement of financial condition.

Use of Estimates
The preparation of the statement of financial condition in conformity with accounting

principles generally accepted in the United States require management to make estimates and -

assumptions that affect the amounts reported in the statement of financial condition and
accompanying notes. Management believes that the estimates utilized in preparing its statement
of financial condition are reasonable and prudent. Actual results could differ from those
estimates.

3. Additional Paid-in Capital

In February 20035, the Parent made an additional investment in the Company in the amount
of $100,000.




Asset Alliance Investment Services, Inc.

Notes to Statement of Financial Condition (continued)

4. Net Capital Requirements

The Company is subject to the Uniform Net Capital Rule 15¢3-1 (the “Rule”) of the
Securities and Exchange Commission (“SEC”). The Company’s minimum net capital
requirement is the greater of 6%% of aggregate indebtedness, as defined, or $5,000. In
addition, certain advances, payments of dividends and other equity withdrawals are subject to
certain notification provisions of the Rule. At December 31, 2005, the Company had net
capital, as defined, of $116,021 which was $110,881 in excess of the required net capital of
$5,140. The Company’s aggregate indebtedness to net capital ratic was 66% at
December 31, 2005.

5. Income Taxes

The Company is included in the consolidated federal income tax return filed by the Parent.
The Company files its own state and local income tax returns. Federal, and combined state
and local taxes, have been calculated on a stand-alone basis using separate entity income at
the effective rate of the Company.

The Company’s federal income tax provision is computed in accordance with an agreement
between the Parent and its subsidiaries. The Parent pays federal taxes or receives federal tax
benefits on the Company’s behalf.

As of December 31, 2005, the Company reported $39,698 as deferred taxes primarily related
to federal net operating losses and timing differences, which will expire in the year ending
December 31, 2025. The Company also reported $65,106 as deferred taxes primarily related
to state and local net operating losses, which is fully offset by a valuation allowance.

6. Related Party Transactions

Placement Revenues and Fees

The Company has entered into agreements with its Parent and an affiliate investment
advisor. Placement revenues represent fees earned by the Company primarily for services
provided to these affiliated companies. Placement fees represent payments made primarily to
principals of an affiliated company with respect to services provided by such principals. The
Company generally receives placement revenues on a quarterly basis. For the year ended
December 31, 2005, the total amount of eamed fees paid was $230,821, of which $227,209
was paid to principals of an affiliated company. Due from Parent and affiliate includes
placement revenues receivable from the affiliates in the amount of $6,324. To the extent that
revenues are not received by the Company, the Company is contractually relieved from
remitting fees to third parties.



‘Asset Alliance Investment Services, Inc.

Notes to Statement of Financial Condition (continued)

6. Related Party Transactions (continued)

Shared Services Agreement
Administrative services are provided by the affiliate. Certain operating expenses of the
affiliate are allocated to the Company based on an agreed upon allocation.



