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OATH OR AFFIRMATION

I, Edward Farrell, swear (or affirm) that, to the best of my knowledge and belief, the accompanying
financial statements and supporting schedules pertaining to the firm of Sanford C. Bernstein & Co.,
LLC as of December 31, 2005 are true and correct. I further swear (or affirm), that neither the
company nor any partner, proprietor, principle officer or director has any proprietary interest in any
account classified solely as that of a customer.

W

Signature

CFO
Title

n V. Dt L)

J Notary Public KMV MITCHELL

Notary Public, State of New York
No. 01MISE065197
Qualified in Queans County
Commission Expires Sept. 3, 20_(0 (4
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Facing Page

An Qath or Affirmation

Statement of Financial Condition

Statement of Income

Statement of Changes in Member’s Equity

Statement of Cash Flows

Consolidated Statement of Changes in Liabilities Subordinated to Claims of General Creditors
Computation of Net Capital

Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

Information Relating to the Possession or Control Requirements Pursuant to Rule 15¢3-3

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 Rule 15¢3-
Schedule of Segregation Requirements and Funds in Segregation Pursuant to Commodity
Exchange Act

A Reconciliation between the audited and unaudited Statements of Financial Condition

with respect to methods of consolidation

A copy of the SIPC Supplemental Report

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

Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures

and Options Customers Pursuant to Commission Regulation 30.7

Supplementary Report of Independent Auditors on Internal Control



SANFORD C. BERNSTEIN & CO., LLC
(an indirect wholly-owned subsidiary of
AllianceBernstein L.P., formerly Alliance Capital Management L.P.)

Statement of Financial Condition

December 31, 2005

(With Independent Auditors’ Report Thereon)
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KPMG LLP

757 Third Avenue
New York, NY 10017

Independent Auditors’ Report

The Board of Directors and Member
Sanford C. Bernstein & Co., LLC:

We have audited the accompanying statement of financial condition of Sanford C. Bernstein & Co., LLC
(the Company, an indirect wholly-owned subsidiary of AllianceBernstein L.P., formerly Alliance Capital
Management L.P.) as of December 31, 2005, that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934 and Regulation 1.10 under the Commodity Exchange Act. 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 of
America. 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. An audit of a statement of
financial condition includes consideration of internal 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 of a statement of financial condition includes examining, on a test
basis, evidence supporting the amounts and disclosures in the statement of financial condition, assessing
the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of
financial condition 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 Sanford C. Bemnstein & Co., LLC as of December 31, 2005, in
conformity with U.S. generally accepted accounting principles.

KPMe LLP

February 27, 2006

KPMG LLP, a U.S. limited liabitity partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllianceBemstein L.P.)

Statement of Financial Condition
December 31, 2005

(in thousands)

ASSETS

Cash and cash equivalents....................c..ci
Securities and cash segregated under Federal and other regulations..................

United States Treasury Bills, at market value (including securities pledged as

collateral of $16,908) (cost of $16,692) ..o,

Receivables:

Brokersand dealers ...
CUSTOIMIETS ...t ettt et te e
AT S L.
O LTS e
Exchange memberships, at cost (market value of $3,599)..............cocociinnn
T ASSEES .. .oeii i e

Payables:

Brokers and dealers ...
CUSTOIMIETS ... ooiei e e e e
OFFICETS oo e
Dueto Parent ...
AcCrued COMPENSALION ... .. .c.ooiiiiiiit et
Accrued expenses and other liabilities...............cccoco i
Total HaDIHtIes ...cceeeeeereirnneriiiirscrneensinreeescsissseeesssrensensesssessssnnasaanees

Commitments and contingencies

MEMDET™S EQUILY . ..o.veiiiiti e
Total liabilities and member’s equUIty.......cccccerrciemsiinrisnnercnvirsencn

$ 136,025
1,720,809
16,908

1,993,197
437,056
10,035
10,017
1,213
23,783

S 4,349,043

$ 990,742
2,924,143
4,288

198,699

5,974

36,283

4,160,129

188,914

§$ 4,349,043
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SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllianceBernstein L P.)

Notes to the Statement of Financial Condition
December 31, 2005

(in thousands)

Organization and Description of Business

Sanford C. Bemstein & Co., LLC (the “Company”) is an indirect wholly-owned subsidiary of
AllianceBernstein L.P. (“AllianceBernstein”, the Parent, formerly known as Alliance Capital
Management L.P.), which is ultimately owned by AXA, the holding company for an international
group of insurance and related financial services companies. The Company was formed on
October 2, 2000 as a result of the Parent’s acquisition of the business including the assets and
liabilities of SCB Inc., an investment resecarch and management company formerly known as
Sanford C. Bernstein Inc. (“Bemstein™). The Company i1s a member of the New York Stock
Exchange Inc. (“NYSE”), and 1t provides self-clearing brokerage services in United States markets
and investment management and custodial services to both individual and institutional customers.
The Company derives a significant portion of its revenues and incurs allocated expenses from
affiliates in performing these services. See Note 8 “Related Party Transactions” for a discussion of
related party transactions.

Significant Accounting Policies
(a)  Basis of Presentation

The Company is a single member limited liability company (“LLC”) with the Parent, a
Delaware limited partnership, as the member.

The Company’s statement of financial condition has been prepared in accordance with U.S.
generally accepted accounting principles. The preparation of the statement of financial
condition 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 date of the statement of financial condition. Actual results could differ from those
estimates.

(b) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and highly liquid
investments including money market accounts with average maturities of three months or
less.

(c) Securities Transactions

Customers’ securities transactions are reported on a settlement 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. Such collateral is not reflected on
the statement of financial condition. Principal securities transactions are recorded on a trade
date basis.
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SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllianceBernstein L.P)

Notes to the Statement of Financial Condition
December 31, 2005
(in thousands)

The Company accounts 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 statement of financial condition. Securities borrowed transactions require the Company to
deposit cash collateral with the lender. With respect to securities loaned, the Company
receives cash collateral from the borrower. The initial collateral advanced or received
approximates or is greater than the fair value of securities borrowed or loaned. The Company
monitors the fair value of the securities borrowed and loaned on a daily basis and requests
additional collateral or returns excess collateral, as appropriate.

Income Taxes

The Company is a single member LLC which is treated as a disregarded entity by its Parent
for tax purposes. Its Parent, a private limited partnership, is not subject to federal or state
corporate income taxes. However, the Parent is subject to a 4% New York City
unincorporated business tax (“UBT”). All payments of the UBT are made by the Parent and
are included in due to parent in the accompanying statement of financial condition. The
Company periodically makes payments to its Parent with respect to this account throughout
the year.

Exchange Memberships

Exchange memberships are recorded at cost on the statement of financial condition.
Management tests exchange memberships for impairment when events or changes in
circumstances occur that could significantly increase the risk of impairment of the asset.
During 2003, three New York Stock Exchange Memberships were sold resulting in proceeds
received of $7,420. The Company presently owns one New York Stock Exchange
membership and one Chicago Stock Exchange membership with an original combined cost
basis of $1,213. Based on the latest sales price available as of December 31, 2005, these
memberships have a fair value of $3,599.

Fair Value of Financial Instruments

Substantially all of the Company’s financial instruments are carried at fair value or amounts
approximating fair value. Cash and cash equivalents, securities and cash segregated under
Federal and other regulations, United States Treasury Bills and receivables are carried at fair
value or contract amounts, which approximate fair value, due to their short period to maturity
and repricing characteristics. Similarly, liabilities are carried at amounts approximating fair
value.

Option Plans

For the year ended December 31, 2005, there were no new grants or outstanding option
awards for employees of the Company.
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SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AlhanceBernstein L.P.)

Notes to the Statement of Financial Condition
December 31, 2005
(in thousands)

(h) Dividends Paid to Parent

It is the Company’s intention to distribute to the Parent the majority of the net income earned
each year and other amounts as directed by the Parent, subject to certain regulatory net capital
requirements and restrictions.

Securities and Cash Segregated under Federal and other Regulations

As of December 31, 2005, United States Treasury Bills of $1,720,759 (cost of $1,720,245) were
segregated under Federal and other regulations and $50 cash was segregated in special reserve bank
custody accounts for the exclusive benefit of customers under Rule 15¢3-3 of the Securities
Exchange Act of 1934, as amended (“Exchange Act”).

United States Treasury Bills

As of December 31, 2005, United States Treasury Bills of $16,908 (cost of $16,692) were pledged
as collateral with clearing organizations.

Receivable from and Payable to Brokers and Dealers

Amounts receivable from and payable to brokers and dealers as of December 31, 2005 consist of
the following:

Receivable Payable
Deposits for securities borrowed/loaned ................ $ 1,965,999 $ 976,985
Receivable/payable on unsettled trades................. 13,403 7,877
Securities failed-to-deliver/receive ....................... 13,795 5,880
$ 1,993,197 $ 990,742

Commitments and Contingencies

On July 26, 2005, the National Association of Securities Dealers, Inc. (“NASD”) notified the
Company and a research analyst of the Company that the NASD enforcement staff was considering
recommending that proceedings be commenced against the Company and the analyst (this
notification typically is called a “Wells Notice™). The analyst had written research reports that
announced the suspension of the Company’s and the analyst’s coverage of certain securities, and
the analyst subsequently sold personal holdings in the same securities. Prior to joining the
Company, the analyst received the securities as compensation while employed by the issuers of
those securities. The NASD claims that the Company and the analyst violated NASD rules that
restrict personal trading by research analysts. The Company reached an agreement with the NASD
to resolve any claims involving the Company, and AllianceBernstein, the Company’s parent,
recorded a $350 thousand charge against third quarter 2005 earnings in connection therewith.
Claims involving the analyst were also resolved.
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SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllhanceBernstein L.P.)

Notes to the Statement of Financial Condition
December 31, 2005
(in thousands)

On July 26, 20035, the New York Stock Exchange, Inc. (“NYSE”) gave a Wells Notice to each of
approximately 20 member firms, including the Company, claiming that the firms violated NYSE
rules by failing to properly identify certain short sale transactions as short sales in Electronic Blue
Sheet submissions. For the Company, the Wells Notice relates to submissions in 2003 and prior
periods affected by a coding problem in an electronic reporting system. That problem was corrected
in September 2003, shortly after it was identified. Since that time, the Company believes that it has
been operating in compliance with NYSE regulations relating to Electronic Blue Sheet
submissions. On September 26, 2005, the Company entered into a Stipulation of Facts and Consent
to Penalty with the NYSE, which was approved. AllianceBernstein, the Company’s parent,
recorded a $150 thousand charge against third quarter 2005 earnings in connection with this matter.

The resolution of the regulatory matters described above were disclosed in a Current Report on
Form 8-K that AllianceBernstein filed on October 14, 2005, and a Quarterly Report on Form 10-Q
that AllianceBemstein filed on November 4, 2005.

The Company is involved in various administrative proceedings, litigation and other inquiries,
some of which allege substantial damages. While any proceeding or litigation has the element of
uncertainty, the Company believes that the outcome of any one of the lawsuits or proceedings that
1s pending or threatened, or all of them combined, will not have a material adverse effect on the
Company’s financial condition.

Profit Sharing Plan

The Parent maintains a qualified profit sharing plan covering all eligible regular employees of the
Company. Participants are permitted, within limitations imposed by tax law, to make pre-tax and
after-tax contributions to the plan. Contributions for the Company’s employees are limited to the
maximum amount deductible for federal income tax purposes.

Related Party Transactions

Payables to officers represent brokerage cash accounts of principal officers of the Company and the
Parent.

The Company utilizes the Parent’s advisory services for the management of discretionary accounts,
and as such is liable to the Parent for this service. The Company collects investment management
fees from its customers and remits the full amount of these fees to the Parent. Included in both the
balance of receivables from customers and due to Parent as of December 31, 2005 was $19,483 of
investment management fees.

Due to the parent also includes a $150,000 outstanding loan to the Company as of December 31,
2005. The interest rate, at the option of the Parent, is a floating rate based on the federal funds rate.
In 2003, the weighted average interest rate on the loan was 3.23%. The related payable on this loan
as of December 31, 2005 was $5,395.
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SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllianceBernstein L.P.)

Notes to the Statement of Financial Condition
December 31, 2005
(in thousands)

The Company maintains an introducing broker agreement with Sanford C. Bernstein Limited
(“SCBL”), an affiliate located in the United Kingdom. Accordingly, the Company receives from
SCBL a percentage of the revenues generated by executions of European securities by SCBL for
the Company’s customers. Receivables from affiliates as of December 31, 2005 included $8,779
due from SCBL.

At times, the Company holds an investment in a money market fund managed by Federated
Investors, Inc. This investment amounted to $119,000 as of December 31, 2005 and is recorded in
cash and cash equivalents.

Net Capital Requirement

As a broker-dealer and member of the New York Stock Exchange, Inc. (“NYSE”), the Company is
subject to the Uniform Net Capital Rule 15¢3-1 of the Exchange Act. The Company computes its
net capital under the alternative method permitted by the rule, which requires that the minimum net
capital, as defined, equal the greater of $1,000 or two percent of aggregate debit items arising from
customer transactions, as defined. As of December 31, 2005, the Company had net capital of
$146,415 which was $120,122 in excess of the minimum net capital requirement of $26,293.

Advances, dividend payments to the Parent and other equity withdrawals by the Company are
restricted by the regulations of the SEC, NYSE and other securities agencies.

Risk Management
(a) Customer Activities

In the normal course of business, the Company’s brokerage activities involve the execution,
settlement and financing of various customer securities trades, which may expose the
Company to off-balance sheet risk to purchase or sell securities at prevailing market prices in
the event the customer is unable to fulfill its contracted obligations.

The Company’s customer securities activities are transacted on either a cash or margin basis.
In margin transactions, the Company extends credit to the customer, subject to various
regulatory and internal margin requirements. These transactions are collateralized by cash or
securities in the customer’s account. In connection with these activities, the Company may
execute and clear customer transactions involving the sale of securities not yet purchased.
The Company seeks to control the risks associated with margin transactions by requiring
customers to maintain collateral in compliance with the aforementioned regulatory and
internal guidelines. The Company monitors required margin levels daily and, pursuant to
such guidelines, requires the customers to deposit additional collateral, or reduce positions,
when necessary. A majority of the Company’s customer margin accounts are managed on a
discretionary basis whereby the Parent maintains control over the investment activity in the
accounts. For these discretionary accounts, the Company’s margin deficiency exposure is
minimized through maintaining a diversified portfolio of securities and by virtue of the
Parent’s discretionary authority and the Company’s role as custodian.




(b)

SANFORD C. BERNSTEIN & CO. LLC
(an indirect wholly-owned subsidiary of
AllianceBemstein L.P.)

Notes to the Statement of Financial Condition
December 31, 2005
(in thousands)

The Company may enter into forward foreign currency contracts on behalf of accounts for
which the Company acts as custodian. The Company minimizes credit risk associated with
these contracts by monitoring these positions on a daily basis, as well as by virtue of the
Parent’s discretionary authority and the Company’s role as custodian.

In accordance with industry practice, the Company records customer transactions on a
settlement date basis, which is generally three business days after trade date. The Company is
therefore exposed to risk of loss on these transactions in the event of the customer’s or
broker’s inability to meet the terms of their contracts, in which case the Company may have
to purchase or sell financial instruments at prevailing market prices. The risks assumed by the
Company in connection with these transactions are not expected to have a material effect
upon the Company’s financial condition.

Other Counterparties

The Company is engaged in various brokerage activities in which counterparties primarily
include broker-dealers, banks and other financial institutions. In the event counterparties do
not fulfill their obligations, the Company may be exposed to risk. The risk of default depends
on the creditworthiness of the counterparty or issuer of the instrument. It is the Company’s
policy to review, as necessary, the credit standing of each counterparty.

In connection with the Company’s security borrowing and lending arrangements, which
constitute the majority of the receivables from and payables to brokers and dealers, the
Company enters into collateralized agreements which may result in credit exposure in the
event the counterparty to a transaction is unable to fulfill its contractual obligations. Security
borrowing arrangements require the Company to deposit cash collateral with the lender. With
respect to security lending arrangements, the Company receives collateral in the form of cash
in amounts generally in excess of the market value of the securities loaned. The Company
minimizes credit risk associated with these activities by establishing credit limits for each
broker and monitoring these limits on a daily basis. Additionally, security borrowing and
lending collateral is marked to market on a daily basis, and additional collateral is deposited
by or returned to the Company as necessary.



757 Third Avenue
New York, NY 10017

Independent Auditors’ Report on Internal Control Pursuant to SEC Rule 17a-5
and CFTC Regulation 1.16

The Board of Directors and Member of
Sanford C. Bemnstein & Co., LLC:

In planning and performing our audit of the financial statements and supplementary schedules of Sanford
C. Bemstein & Co., LLC (the Company, an indirect wholly-owned subsidiary of AllianceBernstein L.P.,
formerly Alliance Capital Management L.P.) for the year ended December 31, 2005, we considered its
internal control, including control activities for safeguarding securities and customer and firm assets, in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control.

Also, as required under Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), and Regulation
1.16 of the Commodities Futures Trading Commission (CFTC), we have made a study of the practices
and procedures followed by the Company, including tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) and Regulation 1.16, in
the following:

1. Making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11)
and the reserve required by Rule 15¢3-3(e);

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13,

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System,

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3; and

5. Making the periodic computations of minimum financial requirements pursuant to Regulation
1.17.

We did not review the practices and procedures followed by the Company: (i) in making the daily
computations of the segregation requirements of Section 4d(2) of the Commodity Exchange Act (CEA)
and the regulations thereunder, and the segregation of funds based upon such computations; and (ii) in
making the daily computations of the foreign futures and foreign options secured amount requirements
pursuant to Regulation 30.7 of the CFTC because the Company does not carry customers’ commodities
accounts, including foreign futures and foreign options customers, or handle commodities transactions for
customers.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the second paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls, and

KPMG LLP, a U.S. limited liability partnership, is the U.S
member firm of KPMG International, a Swiss cooperative



of the practices and procedures referred to in the second paragraph, and to assess whether those practices
and procedures can be expected to achieve the SEC’s and CFTC’s above-mentioned objectives. Two of
the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with U.S. generally accepted accounting principles. Rule 17a-5(g) and
Regulation 1.16 list additional objectives of the practices and procedures listed in the second paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate. Our consideration of internal control would
not necessarily disclose all matters in internal control that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A material weakness is a condition
in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. However, we noted no matters
involving internal control, including control activities for safeguarding securities and customer and firm
assets, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the CEA and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2005, to meet the SEC’s and
CFTC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
New York Stock Exchange, Inc., the SEC, the CFTC and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, or Regulation 1.16 of the CFTC, and is not intended to be and should not be used by anyone other
than these specified parties.

KPMe LLP

February 27, 2006




