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OATH OR AFFIRMATION

I, Walter R. Josiah .| swear (or affirm) that, to the best of
my knowledge and behef the accompanying financial statement and supponmg schedules pertaining to the firm of

AlG Equlty Sales Corp. ; , as
of December 31 - 2006 are true and correct. 1 further swear (or affirm) that

!
neither the company nor any partner, proprietor, prlnmpal officer or director has: any proprictary interest in any account
classified solely as that of a customer, except as follows:

NOTARY PUBLIC. State of
St
mﬁmﬁmmm 1o

Lostiirls

Notary Publiy '
his report ** contains (chbk all applicable boxes):

(a) Facing Page
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition,
(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Propnetors Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computauon of Net Capital. g
.(h) Computation for Determination of Reserve Requirements Pursuant to Ru]e 15¢3-3.
(i} Information Relating to the Possession or Control Requirements Under Rule| 15¢3-3.
{i) A Reconciliation, including appropriate explananon of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatlon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconcullauon between the audited and unaudited Statements of Financial|Condition with respect to methods of
consolidation.
() An Oath or Affirmation. :
(m) A copy of the SIPC Supplemental Report. '
(n) Areport dcscnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.
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** For conditions of conﬁdenti‘al treaiment of certain portions of this filing, see section 240.17a-5(e}(3).
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- To the Board of Directors and Stockholder of

“March 29, 2007

PricewaterhouseCoopers LLP
400 Campus Drive

P. O. Box 988

Florham Park NJ 07932
Telephone (973) 236 4000
Facsimile (873) 236 5000

. - _ Report of Independent Auditors

AIG Eqmty Sales Cor,, and Subsidiary:

" In our opinion, the accompanying consolidated statement of financial'condition and the related
- consolidated statements of income, changes in stockholder’s equity, and cash flows present fairly, in

all material respects, the financial position of AIG Equity Sales Corp, land Subsidiary (the “Company””)
at December 31, 2006 and the results of their operations and their cash flows for the year then ended in -
conformity with accounting principles generally accepted in the Umtzrzd States of America. These
financial statements are the responsibility of the Company’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 auditing standards. generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain rcasonable 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, assessing the

/
accountmg principles used and significant estimates made by managcmcnt and evaluating the overall
financial statemcnt presentation. We believe that our audit prowdes a reasonable basns for our
oplmon

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

‘as a whole. The information contained in Supplemental Schedules I{II and II is presented for
- purposes of additional analysis and is not a required part of the basnc financial statements, but is

supplementary information required by Rule 17a-5 under the Secuntlcs and Exchange Act of 1934.
Such information has been subjected to the auditing procedures applled in the audit of the basic
financial statements and, in our opuuon, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
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AlIG Equ:ty Sales Corp. and Subs:dlary

(A wholly owned subsidiary of AlG Global Asset Management Holdings Corp.)

Consolldated Statement of Fmanmal Condition
December 31, 2006

I

Assets %
Cash and cash equivalents _ I
Cash segrega;'ed under foreign regulations
Distribution fees receivable f
Due from affiliates
Other assets '
_ Total assets
g
" Liabilities and Stockholder ] Equlty
Liabilities
Accounts payable and accrued expenses
Due to affiliates ,
Deferred tax liability !
Income tax payable
; Total liabilities

Stoakholder s equlty
.Common stock, $10 par value per share, authorlzed 10,000 shares;
issued and outstanding 1,500 shares '
Additional ‘paid-in capital X
- Accumulated ather comprehensive income |
- Retained earnings ;
] Total stockholder's equity
| Total liabilities and stockholder's equity

i

!

2

|

[

19,013,898
86,604
1,742,813
3,851,232
403,587

25,098,134

1,027,024
61,312
188,804
1,508,628

2,785,768

15,000
9,908,960
214,157
12,174,249

22,312,366

25,098,134

The'accompanying notes are an integral part of these consolidated financial statements.

i
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Ve ' ’ " PricewaterhouseCoopers LLP
; : : ' PricewaterhouseCoopers Center
. : ' 300 Madison Avenue
: : ‘ New York NY 10017

; . - . ) Telephone (646) 471 3000
Report of Independent Auditors on Internal Control . Facsimile (813} 286 6000
Required by SEC Rule 17a-5 C

. ! :

To the Board of Directors and Stockholder of
AIG Equity Sales Corp. and Subsidiary:

In planning and performing our sudit of th., consolidated ﬁnancnal statements of AIG Equity
Sales Corp. and Subsidiary (the “COmpany‘ ) as of and for the year ‘ended December 31, 2006, in
accordance w1th auditing standards generally accepted in the Umtedl States of America, we
considered the Company's internal control over financial reporting (mtemal control) as a basis for
designing our auditing procedures for the purpose of expressing ourl opinion on the consolidated
* 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 opnl:on on the effectiveness of
the Company’s internal control.
Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commlssmn (the “SEC"),
we have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguardmg securities. Thls study included tests of
compliance with such practices and procedures, that we cons:dered relevant to the objectives
stated in Rule 17a-5(g), in making the following: .
1. The perlodlc computations of agg;regate mdcbtedness and net caplta] under Rule 17a-
- 3(a)(11); and
2. Determmmg compliance with the exemptlve provisions of Rule 15¢3-3.

Because the Company does not carry secuntles accounts for customers or perforin custodial

functions relatmg to customer securities, we did not review the pralctxces and procedures

followed by the Company in any of the followmg : !

J

1. Making the quarterly sécunties exammatlons counts, venﬁcatlons and comparisons, and the
recordation of differences required by Rule 17a-13;and :

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

The management of the Company 18 respon51ble for estabhshmg and maintaining internal control
and the practices and procedures referred to in the preceding paragraph In fulfilling this
responmbnhty, estimates and judgments by management 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 objectlves Two of the Ob_]eCtIVCS of internal control and the
practices and procedures are to provnde management with reasonable but not absolute, assurance -

l :
. - ! i
1
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A control deﬁciency exists when the design or operation of a control

_entity's internal control.

" will not be prevented or detected by the entity's internal control.

PRICEVINERHOUSECGJPERS B

~ that assets for which the Company has responsnblhty are safeguarded against loss from

unauthorized use or disposition, and that transactions are executed i in accordance with
management’s authorization and recorded properly to permit the preparatlon 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 madequate because of changes in

. conditions or that the effectiveness of thelr design and operation may deteriorate.

rol 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 significant deficiency is a oontrolldeﬁciency, or combination

_ of control deficiencies, 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 w:ll not be prelvented or detected by the

A material weakness is a significant deficiency, or combination of signi ficant deficiencies, that
results in more than a remote likelihood that a matenial misstatement of the ﬁnanmal statements

Our consideration of internal control was for the limited purpose described in the first, second,

. and third paragraphs and would not necessarily identify all deﬁclenmes in internal control that

might be material weaknesses. However, we identified the followmg deficiency in mtemal

_ control that we consider to be a material weakness, as defined above!

;'As of December 31, 2006, the Company did not maintain eﬂ'ectwe control over the calculation of

income taxes resulting in an overstatement of the US Federal tax pro'ws:on This material
weakness resulted in audit adjustments to the Company s 2006 ﬁnancxa] statements. . '

This oondltlon was considered in determlmng the nature, tlmmg and extent of the procedures to -
be performed in our audit of the consolidated financial statements ofjthe Company, as of and for
the year ended December 31, 2006, and does not affect our report thereon dated March 28, 2007.

We understand that practices and procedures that accomplish the objectlves 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 rcgulatlons and that practices
and procedures that do not accomplish such objectives in all matenal respects indicate a material
inadegquacy for such purposes Based on this understanding and on our study, we believe that the
Company’s practices and procedures were not adequate at December; 31, 2006 to meet the SEC’s
objectives, as a result of the matter noted above
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This report is mtended solely for the information and use of the Board of Directors, management,
the SEC, the Natlonal Association of Securities Dealers, Inc., and other regulatory agencies that
rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 m thmr regulation of registered

brokers and dealers, and is not intended to be and should not be used by anyone other than these
specified parties.

March 29, 2007
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