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American Century Brokerage, Inc.
(A Wholly Owned Subsidiary of American Century Companies, Inc.)

RMATION

I, David K. Anderson, affirm that, to the best of my knowledge and belief, the accompanying financial statements
and supplemental schedules pertaining to American Century Brokerage, Inc. (the “Company”) as of and for the year
ended December 31, 2006, are true and correct. I further affirm that neither the Company nor any principal officer or
director has any proprijetary interest in any account classified solely as that of a customer.
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American Century Brokerage, Inc.
(A Wholly Owned Subsidiary of American Century Companies, Inc.)

INDEPENDENT AUDITORS’ REPORT

To the Stockholder and Board of Directors of
American Century Brokerage, Inc.
Mountain View, California

We have audited the accompanying statement of financial condition of American Century Brokerage, Inc. (the

“Company”}{a wholly owned subsidiary of American Century Companies, Inc.) as of December 31, 2006, that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement is the responsibility of
the Company’s management. Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the finan-
cial statement is free of material misstatement. An audit 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 opinicn 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 statement, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, such statement of financial condition presents fairly, in ali material respects, the financial position

of the Company at December 31, 2006, in conformity with accounting principles generally accepted in the United States
of America.

IOl Torihe 1ops

February 27, 2007




American Century Brokerage, Inc.

(A Wholly Gwned Subsidiary of American Century Companies, inc.)

STATEMENT OF FINANGIAL CONDITION
DECEMBER 31, 2006

ASSETS

Cashand cashequivalents .......... ... i
Receivable from clearing broker .............. ... i
Income taxes receivable from ACC ... ..
Deposit from clearing broker .. ........... 0
Prepaid eXpenses . .. ...
Deferred income taxes ............. i

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:

Accounts payable and accrued expenses................
Accrued salaries and benefits. ... o
Deferred income faxes. ...

Total liabilities........ooo oo

STOCKHOLDER'S EQUITY:
Common stock, $1 par value — authorized 75,000 shares

outstanding 1,000 shares ............ oo
Additional paid-incapital ................ooo
Accumulated deficit. ...

See notes to statement of financial condition.

$ 8456992
173,810
16,430
100,000
84933

28911

$ 8961076

$ 393384
284275
27644

705,303

1,000
24948768

(16,693,995)
8,265,773

$ 8961076




American Century Brokerage, Inc.
(A Wholly Owned Subsidiary of American Century Companies, Inc.)

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

1. NATURE OF GPERATIONS AND SUMMARY OFf SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations — American Century Brokerage, Inc. (the “Company”) is a registered broker-dealer and
wholly owned subsidiary of American Century Companies, Inc. (“ACC"). The Company is economically
dependent upon ACC. The Company’s primary purpose is to provide brokerage services to its customers on
a fully disclosed basis.

The Company introduces its customers to another broker /dealer who carries such accounts on a fully disclosed
basis. With respect to this activity, the Company promptly forwards all funds and securities received and does
not otherwise hold funds or securities for, or owe money or securities to, customers and does not otherwise carry
customers’ accounts. Accordingly, the Company is exempt from Rule 15¢3-3 under the Securities Exchange Act of
1934, under paragraph (k)(2)(ii} of the Rule.

Pursuant to an agreement between the Company and its clearing broker, the clearing broker is required to
perform a computation for proprietary accounts of introducing brokers assets similar to the customer reserve
computation. Therefore, proprietary accounts held at the clearing broker are considered allowable assets in the
net capital computation.

Cash and Cash Equivalents — The Company considers all liquid investments with original maturities of three
months or less to be cash equivalents, which consisted of an investment in an affiliated money market mutual
fund as of December 31, 2006.

Deposit With Clearing Broker — The deposit with clearing broker is required pursuant to the Company'’s
contract with its clearing broker.

Income Taxes — The Company is included in the consolidated tax return of ACC with other ACC subsidiaries.

In accordance with the provisions of the tax sharing agreement between the Company and ACC, ACC allocates
income tax expense or benefit to members of the consolidated group based on each subsidiary’s contribution to
consolidated taxable income or loss, using the statutory rate applicable to the consolidated group. These amounts
are settled through intercompany transactions on a monthly basis.

The Company records deferred tax assets and liabilities for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective income

tax basis. To the extent that management believes that it is more likely than not that some portion or all of the
deferred tax assets will not be realized, a valuation allowance is established.

Use of Estimates — The preparation of the statement of financial condition in conformity with accounting princi-
ples generally accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the
date of the financial statement. Actual results could differ from those estimates.




American Century Brokerage, Inc.

(A Wholly Owned Subsidiary of American Century Companies, Inc.)

New Accounting Pronouncements — In June 2006, the Financial Accounting Standards Board (FASB) issued
Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an Interpretation of FASB Statement No. 109
(FIN 48). FIN 48 establishes a minimum threshold for financial statement recognition of the benefit of positions
taken in filing tax returns {including whether an entity is taxable in a particular jurisdiction), and requires certain
expanded tax disclosures. FIN 48 is effective for fiscal years beginning after December 15, 2006, and is to be
applied to all open tax years as of the date of effectiveness. Management is currently evaluating what impact the
adoption of this interpretation will have on the Company’s statement of financial condition.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (SFAS 157), which is effective for fiscal years beginning after November 15, 2007. This statement
defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles,
and expands disclosures about fair value measurements. The Company believes that the adoption of SFAS 157
will not have a material effect on the Company’s statement of financial condition.

2. EMPLOYEE BENEFIT PLANS

Profit Sharing and 401(k} Savings Plan — Substantially all employees are covered under a Profit Sharing and
401(k) Savings Plan offered by ACC or its other wholly owned subsidiaries. As of December 31, 2006, accrued
plan related expenses were $121,814 and are included in accrued salaries and benefits.

3. NET CAPITAL REQUIREMENTS

The Company is subject to the uniform net capital rule (Rule 15¢3-1) under the Securities Exchange Act of 1934.
Rule 15¢3-1 requires the Company to maintain minimum net capital of the greater of $250,000 or 6%:% of aggre-
gate indebtedness. The Company had net capital, as defined, of $7,736,359 as of December 31, 2006, which was
$7,486,359 in excess of its required net capital of $250,000. The Company’s ratio of aggregate indebtedness to net
capital was .09 to 1 as of December 31, 2006.

4. GUARANTEES

The Company has provided a guarantee to their clearing broker. Under the agreement, the Company has agreed
to indemnify the clearing broker for customers introduced by the Company that are unable to satisfy the terms of
their contracts. The potential for the Company to be required to make material payments under this agreement

is remote. As such, the Company’s liability under these arrangements is insignificant. Accordingly, no liability is
recorded on the statement of financial condition for this guarantee.

5. FAIR VALUE OF FINANCIAL INSTRUMENTS

In accordance with Statement of Financial Accounting Standard No. 107, Disclosures About Fair Value of Financial
Instruments, the fair value of each class of financial instruments is being disclosed. Fair value is the estimated
amount at which financial assets or liabilities could be exchanged in a transaction between willing parties, other
than in a forced or liquidation sale.

The Company'’s financial instruments include cash and cash equivalents. The estimated fair value of such
financial instruments at December 31, 2006 approximate their carrying value as reflected in the statement of
financial condition.




American| Century Brokerage, Inc.
(A Wholly Owned Subsidiary of American Century Companies, Inc.)

6. INCOME TAXES

As of December 31, 2006, the tax effects of temporary differences which give rise to deferred tax assets (liabilities)
are as follows:

Accrued sabbatical .. ..o o e $ 19,821
ACCTUE VAT O . ... ittt e e e e 9,020
Total deferred tax assets. .. ... ... i e e e 2891
Prepaid BXPENSES ... .ottt e (27644)
Total deferred tax liability ... (27644)
Net defermred INComME aXeS. oot i e et e e e $ 1267




American Century Brokerage, Inc.

(A Wholly Owned Subsidiary of American Century Companies, Inc.)

SUPPLEMENTAL REPORT ON INTERNAL CONTROL
February 27, 2007

To the Stockholder and Board of Directors of
American Century Brokerage, Inc.
Mountain View, California

In planning and performing our audit of the financial statements of American Century Brokerage, Inc. (the “Company”)
as of and for the year ended December 31, 2006 (on which we issued our report dated February 27, 2007), in accordance
with auditing standards generally accepted in the United States of America, we considered the Company’s internal
control over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have made a study of
the practices and procedures followed by the Company, including consideration of control activities for safeguarding
securities. This study included tests of compliance with such practices and procedures that we considered relevant

to the objectives stated in Rule 17a-53(g), in making the periodic computations of aggregate indebtedness and net

capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. We did
not review the practices and procedures followed by the Company in making the quarterly securities examinations,
counts, verifications, and comparisons, and the recordation of differences required by Rule 17a-13 or in 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, because the Company does not carry security accounts for customers or
perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control and the practices and
procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by manage-
ment are required to assess the expected benefits and related costs of controls and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be expected to achieve
the SEC’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 preparation of financial statements in conformity
with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

Because of inherent limitations in internal control and 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.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A signifi-
cant deficiency is a control deficiency, or combination of control deficiendes, that adversely affects the entity’s ability to
Initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s financial statements that
is more than inconsequential will not be prevented or detected by the entity’s internal control.




American| Century Brokerage, Inc.

(A Wholly Owned Subsidiary of American Century Companies, Inc.)

A malerial weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not identify
any deficiencies in internal control and control activities for safeguarding securities 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 to be adequate for its purposes in accordance with the Securities Exchange Act of
1934 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, as described in the second paragraph of this report, were adequate at
December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, National
Association of Security Dealers Regulation, Inc., and other regulatory agencies that rely on Rule 17a-5(g} under the
Securities Exchange Act of 1934 in their regulation of registered broker-dealers, and is not intended to be and should
not be used by anyone other than these specified parties.

Yours truly,

DU Tkl Lo







