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A. REGISTRANT IDENTIFICATION
NAME OF BROKER—DE)JF\LER: American Enterprise Investment Services, Inc. OFFICIAL USE ONLY
. . FIRMTO. NU-
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.0O. Box No.)
405 Ameriprise Financial Center
it (No. and Street) ]
Minneapolis MN 55474
cityy (State) (Zip Code}

NAME AND TELEPHONTE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Mark A. Riordan (612) 671-0456
(Area Code - Telephone No.,)

; B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Ernst & Young LLP

{Name — of individual, state last, frst, middle name)

220 South Sixth Street, Suite 1400 Minneapolis MN 55402

{Address) . (City) (State) (Zip Code)
|

CHECK ONE: | PROCESSED

X Certified Public Accountant

O Public Accountant NAR 1 9 Zﬂll?{

OO Accountant not resident in United States or any of its possessions.
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*Claims for exemption from the requirement that the annual report be covered by the opinionghflan independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for thq exemgtion. See section 240.17a-5(e)(2).
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l OATH OR AFFIRMATION
1

i

] Mark A. Riordan  * ., swear (or affirm) that, to the

best of my knowledge and be[ief the accompanying financial statements and supperting schedules peraining to the firm of
American Enterprise Investment Services, Inc. . , as of

l December 31, n , 2006 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 dassified solely as that of a

customer, except as follows: :
}

i

I ré )
S VA A

) / —Sigrafure ——
l { Chief'Financial Officer
7 ! gttt WOWEI -
hed MARIBETH D. ROTH

Notary Public
) Minnesota
] My Commzsslon Expires January ki 2011

This report** contains (check all applicable boxes):
X (a) Facing page. '
X (b) Statement of Financial Condition.
(c} Statement of Income (Loss).
{d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.
(f) Statement of Changes in Liabilittes Subordinated to Claims of Creditors.
(g9 Computation of Net Capital.
(h)  Computation for Determmallon of Reserve Requirements Pursuant to Rule 15¢3-3.
{}] Information Relating 'to the Possession or control Requirements Under Rule 15¢3-3.
(i A Reconciliation, mcludmg 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 or Rule 15¢3-3.
{k} A Reconciliation between the audited and unaudited Statements of Financial Condmon with respect to methods of con-
solidation.
X (I  AnOath or Affirmation.
(m) A copy of the SIPC Supplemental Report,
{n) Areport descnblng any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of conﬁdenﬁa;r treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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T Report of Independent Auditors

The Board 0'% Directors and Stockholder
American Er"flterprise Investment Services, Inc.

f

It
We have audlted the accompanying statement of financial' condition of American
Enterprise Investment Services, Inc. (the Company) as of December 31, 2006. This
statement of financial condition is the responsibility of the Company’s management. Our
respon51b111ty is to express an opinion on this statement of financial condition based on
our audit.

We conducted our audit in accordance with auditing standards Igencrally accepted in the
United Statgs 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 rmsstatement We were not engaged to perform an,audit of the Company’s
internal control over financial reporting. QOur audit included -consideration of intemal
control over financial reporting as a basis for designing audit procedures that are
appropriate 1{“ the circumstances, but not for the purpose of expressmg an opinion on the
effectweness 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 statement of financial condition, assessing
the accountmg principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentatlon We believe that our
audit prov1des a reasonable basis for our opinion.
l

: i
In our oplmon the statement of financial condition, referred to above presents fairly, in

all material ]respects the financial position of the Company at December 31, 2006, in
conformity with accounting principles generally accepted in the ‘United States.

f Ll g !

February 26, 2007

07020807976 ! A Member Practice of Emst & Young Global
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American Enterprise Investment Services, Inc.

: Statement of Financial Condition
December 31, 2006

(In thousands, except share data)

Assets .

I 'Cash and cash equivalents 5 $ 10,902
|‘| Cash and investments segregated under federal and other regulations 1,086,000
Receivables: | _
Customers!, 234,979
Il Brokers, dealers and clearing organizations 29,129
Affiliates « 29,309
Other 12,199
Securities borrowed 201,501
II Accrued interest and dividends receivable I 1,498
Fumniture, ethpment capitalized software and leasehold improvements (!ess
accumulated depreciation and amortization of $5,270) 1,193
ll Deposits w1thﬁcleanng organizations 3,935
Securities owned at fair value 336
. Other assets! ‘ 2,029
“ Total assets | $ 1,613,010
Liabilities ar:Id Stockholder's Equity
Liabilities: |
II Payables: 1;
Customers $ 1,177,263
Brokers,'idealers and clearing organizations 44,144
“ Affiliates| 13,884
Overdrafts and checks outstanding and other 42,642
: Securities loaned 208,300
‘ Accrued interest and dividends payable 7,795
Accrued e:‘(hpenses 4,776
Securities sold, not yet purchased, at fair value 503
Other '[ 43
|I ' Total Iiabilitiels o $ 1,499,250
Stockholder! s equity:
Common stock $1 par value:
Authorlzed lssued and outstanding shares - 100 -
_ Additionat pa:d-m capital 85,113
Retained eamings ‘ 28,647
Total stockholder‘s equity 113,760
Total I:ablime.s and stockholder's equity ’ $ 1,613,010

I! ,
See accompanying notes.




American Enterprise Investment Services, Inc.
1 Notes to Financial Statements |

[ December 31, 2006

(In thousands)

1. Organization and Summary of Significant Accounting Policies
4
1

.Organization‘_

American Enlterprise Investment Services, Inc. (the Company) is a tholly-owned subsidiary of
Ameriprise Financial, Inc. (the Parent). The Company executes and clears trades for accounts
introduced by Ameriprise Financial Services, Inc. (AMPF), an affrlrated company. The Company
also executes trades for the RrverSource Funds and other affllrates The Company is a
broker/dealer registered with the Securities and Exchange Commission (SEC) and is a member
of the Natronal Association of Securities Dealers (NASD) and the Sécurities Investor Protection
'Corporation (SIPC)

‘Significant )I\Iccountmg Policies

Securities Transactions and Other Revenue Recognition

\ I|
Securities owned and securities sold, not yet purchased are stated at fair value. Fair value
igenerally is based on published market prices or other relevant factors including dealer price
quotations and valuation pricing models, which take into account tlme value and volatility factors
.underlying the securities. |

Co!laterallzed Financing Agreements and Securities Borrowed and Loaned

Securities erchased under agreements to resell (resale agreements) which are included in cash
-and mvestrnents segregated under federal and other regulations, are recorded at the amount at
‘which the securltles will be subsequently resold. These financial instruments are collateralized by
u.s. government backed securittes. The Company purchased certain securities under
,agreements to resell; however, based on the nature of the resale agreements an independent
‘third party takes possession of the securities on behalf of the! Company. The Company’s
agreements wﬂh third parties specify its right to request additional collateral if the fair value of the
underlying se}cunty, including accrued interest, decreases in comparlson to the related receivable.
Collateral |sj vajued daily and additional collateral is obtained Jfrom counterparties when
appropriate. t -

Securities borrowed and loaned result from transactions with other brokers and dealers or
financial institutions and are recorded at the amount of cash collateral advanced or received.

l
Securities borrowed transactions require the Company to deposit cash or other collateral with the
'lender. Secuntles loanaed transactions require the barrower to depos:t cash or other collateral with
the Company The Company monitors the market value of secuntres borrowed and loaned on a
daily basis, wnh additional coilateral obtained or refunded as necessary

)
i
4
"



American Enterprise Investment Services, Inc.
Notes to Financial Statements '

. December 31, 2006

f (In thousands)

Collateralized Financing Agreements and Securities Borrowed and Loaned (continued)

‘ ;
Interest is accrued on resale contract amounts, as well as on securities borrowed and loaned
transactions, Jand is included in accrued interest receivable or payable on the statement of
financial condition.

!
Fixed Assets
Furniture, equrpment capitalized software and leasehold |mprovements are recorded at cost.
Deprecratlon and amortization are provided on a straight-line basis over the estimated useful lives
of three to ten years.

Cash and Cash Equivalents \

The CompanLy defines cash equivalents as liquid or readily rnarketable investments with original
ymaturities of 90 days or less.

‘Deposits W|th Clearing Crganizations
|

Deposits with clearing organizations are carried at cost which approxifnates fair value.

|
Use of Estin‘iates

The preparatlon of financial statements in conformity with accountlng principles generally
accepted in the United States requires management to make estlmates and assumptions that
affect the amounts reported in the financial statements and accompany:ng notes. Management
believes that:t | the estimates utilized in preparing its statement of finanmal condition are reasonable
-and prudent.’Actual results could differ from those estimates.

Recently Isslue Accounting Standards

In June ZOOhG the FASB issued FASB Interpretation No. 48, “Ac‘count:ng for Uncertainty in
Income Taxes — an interpretation of FASB Statement No. 109" (FIN 48). FIN 48 clarifies the
accounting for uncertainty in income taxes recognized in accordance with FASB Statement No.
109, “Accountlng for Income Taxes.” FIN 48 prescribes a recognition threshold and measurement
‘attribute for the financial statement recognition and measurement] of a tax position taken or
'expected toj be taken in a tax return. FIN 48 also provides guidance on derecognizing,
classmcatlon interest and transition. The Company adopted FIN 48i{as of January 1, 2007. The
effect of adoptlng FIN 48 on the Company's financia! statements was not material.

.In September 2008, the FASB issues SFAS No. 157, “Fair Value Measurements" ("SFAS 1577).
SFAS 157 deflnes fair value, establishes a framework for measunng tair value and expands
disclosures about fair value measurements. SFAS 157 applles under other accounting
pronouncements that require or permit fair value measurements. Accordingly SFAS 157 does not
‘require any new fair value measurements. SFAS 157 is effective for fiscal years beglnmng after
November 15 2007, and interim periods within those fiscal years. TEarly adoption is permitted
provided tha“t the entity has not issued financial statements for any period within the year of
adoption. 1§




American Enterprise Investment Services, Inc.
Notes to Financial Statements
December 31, 2006

| (In thousands)

Recently Iss‘lued Accounting Standards {continued)

'The prowsmns of SFAS 157 are required to be applied prospectlvely as of the beginning of the
fiscal year m which SFAS 157 .is tnltlally applied, except for certain financial instruments as

defined in SFAS 157 which will require retrospective application of SFAS 157. The transition
adjustment, |f any, will be recognized as a cumulative-effect adjustment to the opening balance of

‘retained earnlngs for the fiscal year of adoption. The Company is currently evaluating the impact

of FAS 157 c}n its financial statements.
't
2. Cash and Investments Segregated Under Federal and Other R'egulations

|
Cash and mvestments segregated under federal and other regulatlons primarily resale

- agreements‘ of $1,086,000 have been segregated in the special reserve bank account for the

- benefit of customers under Rule 15¢3-3 of the SEC. Resale agreements which are with two

- national bank counterparties, are accounted for as collateralized fi nancmg transactions and are
* recorded at the contractual amounts, which approximate fair value. The collateral consists of U.S.

government: Ibacked securities allowed under Rule 15¢3-3.

3. Related lf’iarty Transactions
The Company executes and clears trades for accounts introduced by AMPF and executes trades
for other affiiiates.

[
The Company provides banking services to clients through a partnershlp with an affiliate,
Ameriprise Bank FSB (Ameriprise Bank). Banking regulations reqwre the Company to make a
deposit greater than the daily amount of money presented to Amenprlse Bank on each day. As of
December 31 20086, the net amount of the deposit made by the Company was $24,000. This
deposit is reﬂected in recelvables from affiliates in the statement of fi ?anmal condition.
The Compény receives certain support services from the Parent.lf The costs related to these
services inclrude salaries and employee benefits, occupancy and equipment rental.

|
4. Custome;ir Receivables and Payables

Customer recelvables include amounts due in cash and margm transactions. Customer
receivables are primarily collateralized by securities with market values in excess of the amounts
due. At December 31, 2006, less than 8% of receivables from customers are unsecured. The
Company establlshes allowances for any potential losses based upon an evaluation of customer
accounts. In addition, appropriate deductions are made in the Company's net capital
computatlon It is the policy of the Company to monitor the market value of the collateral and
request additional collateral when required. Such collateral is not reﬂected in the accompanying
statement of financial condition. !

Customer payables represent free credit balances and funds deposrted by customers and funds
accruing to' customers as aresult of trades or contracts.
i

4



American Enterprise Investment Services, Inc.
Notes to Financial Statements
December 31, 2006
(In thousands)

J
}

5. Receivableis From and Payables to Brokers, Dealers and Clearihg Organizations

|
The components of receivables from and payables to brokers, dealers and clearing organizations
as of December 31, 2006, are as follows:

Receivabies:
Securities failed to deliver $ 12,647
Funds due from clearing organizations and other financial institutions 16,482
# ) e —
! $ 29,129
Payables: |i
Securities failed to receive ‘ $ 20,085
Funds dub to other financial institutions 24,059
! $ 44,144

|

Broker recerviables and payables arise primarily from securities transactrons executed by the
Company forjits customers. Broker receivables are generally coilected within 30 days and are
collateralrzed'by securities in physical possession, on deposit, or recelvable from customers or
‘other brokers‘ |

I
Broker payables represent amounts due upon the receipt of securities. Should the broker or
‘clearing organrzatron fail to deliver the securities to the Company, the Company may be required
:to purchase |dent1cal securities on the open market. The value of such securities at December 31,
‘2006 approxrmates the amounts owed.
The Company monitors the credit standing of each broker or clearln}g organization with which it
:conducts busnness In addition, the Company monitors the market value of collateral held. It is the
‘policy of the pompany to request and receive additional collateral when required.

r
6. Securities: Owned and Securities Sold, Not Yet Purchased
|
As of December 31, 2006, securities owned by the Company and securities sold, not yet

:purchased by the Company, were $336 and $503, respectively. Securities sold, not yet
‘purchased represent obligaticns of the Company to deliver the specified security at the

contracted pnce and, thereby, create a liability to purchase the secunty in the market at prevailing

-prices. Accordlngly, these transactions result in off-balance-sheet I’lSk as the Company's ultimate
‘obligation to satisfy the sale of securities sold, not yet purchased may exceed the amount

reflected in the statement of financial condition. Securities owned ‘and securities sold, not yet

purchased are the result of temporary holdings based on adjustments made for client trading.

Most holdings are equity and mutual fund positions. !
li



American Enterprise Investment Services, Inc.
1 Notes to Financial Statements |

\ December 31, 2006

(In thousands)

7. Financial Instruments

Fmancnal mstruments recorded at fair value on the Company's statement of financial condition
mclude secuntles owned and securities sold, not yet purchased. Other financial instruments are
recorded by the Company at contract amounts and include rece:vables from and payables to
brokers dealers and clearing organizations, securities purchased under agreements to resell and
amounts recewable from and payable to affiliates and customers, Flnanmal instruments carried at
contract amounts which approximate fair value, either have short- term maturities (one year or
less), are re- prlced frequently or bear market interest rates and, accordmgly, are carried at
amounts approximating fair value. !

The Companys customer activities involve the execution, settiemenlt and financing of various
securmes transact:ons These activities are transacted on either a] cash or margin basis. In
margrn transacttons the Company extends credit to the customer, subject to various regulatory
and internal margm requirements, collateralized by cash and secuntles in the customer’s account.
Such transactlons may expose the Company to off-balance-sheet r|s|< in the event that margin
requwernents are not sufficient to cover losses that customers incur, or contra brokers are unable
to meet the tell'ms of the contracted obligations.
|

In the event a'customer or broker fails to satisfy its obligations, the Company may be required to
purchase or ]to sell financial instruments at prevailing market prlces in order to {ulfill the
customer's obligations. The Company seeks to control the risk assocnated with its customer
actl\ntles by requmng customers to maintain collateral in compllance wuth various regufatory and
rnternal gurdelmes The Company monitors required margin levels dally, and pursuant to such
gurdehnes reqmres customers to deposit additional collateral, or reduce positions, when
necessary.

The Company enters into resale agreements and securities borrowmg transactions that may
result in credit exposure in the event the counter-party to the transactlon is unable to fulfill its
contractual obllganons The Company minimizes credit risk assomated with these activities by
monitoring counter-party credit exposure and collateral values on a daily basis and requiring
additional collateral to be deposited with or returned by the Company. when desmed necessary.

In the normal course of business, the Company obtains secunt:es under resale, securities
borrowed and custody agreements on terms which permit it to pledge or resell the securities to
others. At December 31, 2006, the Company obtained secuntles with a fair value of
approxlmately $480,067 on such terms, for which $277,162 have been either pledged or
otherwise transferred to others in connection with the Company’s financing activities.



American Enterprise Investment Services, Inc.
) Notes to Financial Statements
' December 31, 2006

(In thousands)

t
!
.‘
8. Net CapitaIlProvisions
'l
As a reglstered broker/dealer, the Company is subject to the SEC's net capital rule (Rule 15¢3-1).
The Company;computes its net capital requirements under the alternatlve method provided for in
Rule 15¢3- 1, thlch requires the Company to maintain net capltal equal to 2% of aggregate

customer-related debit items, as defined.

At DecemberiSt 2006, the Company’s net capital was $37,662 or 13% of aggregate debit
balances and $31,954 in excess of required net capital. Advances to affiliates, dividend
payments and other equity withdrawals are subject to certain notification and other provisions of
the net capitalrule of the SEC and other regulatory bodies.

!

I
9. Employee ?etirement and Benetfit Plans

The Company participates in the retirement, defined benefit, and deﬂned contribution plans of
Ameriprise Financial. These plans cover all permanent employees who have met certain
employment requtrements Funding of retirement costs for the defrned benefit plan complies with
the appllcable minimum fundlng requirements specified by ERISA. The Company's contribution to
the defined contnbutlon plans is a percentage of either each employee s eligible compensation or
basic contnbutron

The Company participates in defined benefit health care pians of the Parent that provide health
care and life msurance benetits to retired employees. The plans mclude participant contributions
and service related eligibility requirements. Upon retirement, such employees are considered to
have been employees of the Parent.

10. Income Taxes
! .
The Company is included in consolidated income tax returns filed by the Parent. The provision
for current rncome taxes is determined on a separate entity basis, except that any benefit for
losses is recogmzed only to the extent that it can be utilized in the consolldated return. It is the
policy of the Parent to reimburse subsidiaries for any current tax beneflts recognized. Deferred
taxes are recorded to reflect the tax consequences on future years of temporary differences
between the tax bases of assets and liabilities and their financial reportmg amounts at each year-
end. State taxes are allocated to subsidiaries based on related contributions using apportionment
factors. Genérally, state taxes are not significant to the Company.
The Compan'ylf is required to establish a valuation allowance for any‘| portion of the deferred tax
assets that management believes will not be realized. In the opmlon of management, it is more
lrkely than not that the Company will realize the benefit of the deferred tax assets and, therefore,
no such vatuatlon allowance has been established. As of December 31 2006, the Company held
deferred tax assets and liabilities of $622 and $0, respectively. Such temporary differences
consist pnmanly of compensation items.



American Enterprise Investment Services, Inc.
Notes to Financial Statements

f December 31, 2006

! (In thousands)

11. Commitments and Contingencies ,

From time to"time in the normal course of business, the Company i named as a defendant in
lawsLiits, arbttrat:on and administrative claims. There are currently. no matters that will have a
material adverse impact on the financial condition of the Company. In the normal course of
busuness the{Company provides guarantees to securities clearlnghouses and exchanges. These
guarantees are generally required under the standard membershlp agreements such that
members are required to guarantee the performance of other members To mitigate these
performance nsks the exchanges and clearinghouses often require members to post collateral.
The Companys obligation under such guarantees could exceed the|collateral amounts posted,
however the potential for the Company to be required to make payments under such guarantees
is deemed remote

1



