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OATH OR AFFIRMATION

I, Robert Tepper , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

AFB Corporation . , as
of December 31 ,20 07 , 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:

/Y

gnalu
President
Tit) \

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

i (a) Facing Page.

(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 Proprietors’ Capital.

(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 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) 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.

(k) A Reconciliation 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) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

{0) on Intermal Control by SEC Rule 172-5(g)(1).

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

x 008 O H00HCHRKEG

My Commission Expires
February 14, 2014
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K on i g S b ey g Konigsberg Wolf & Co., P.C.

Certified Public Accountants
440 Park Avenue South

New York, NY 10016

Tel: 212 685 7215

Fax: 212 685 7277
www.konigsbergepa.com

INDEPENDENT AUDITORS’ REPORT

Board of Directors
AEB Corporation

We have audited the accompanying statement of financial condition of AEB Corporation as of December
31, 2007 and the related statements of operations, changes in stockholders’ equity, and cash flows for the
year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Actof 1934. 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 in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform to audit the obtain reasonable 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. An audit also includes
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, the financial statements referred to above present fairly, in all material respects, the financial
position of AEB Corporation as of December 31, 2007, and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
awhole. The accompanying supplementary information is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplementary information required by Rule
17a-5 of the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

KoqlegWitptto, f.L.

January 28, 2008




AEB CORPORATION
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS

Cash and cash equivalents
Securities owned, at market
Equipment - net of accumulated depreciation

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:

Accrued expenses and taxes payable

Stockholders® equity:

Common stock, $1 par value, authorized,
1ssued and outstanding 1,000 shares

Additional paid-in capital
Retained eamings

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to financial statements

Page 2

$ 461,959
286,422
3,123

6.933

$ 758,437

$ 30,198

1,000

249,000
478,239
728.239

$ 758.437
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AEB CORPORATION
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2007

Revenues:
Commissions
Principal transactions
Interest and dividends

Consulting fees

Total revenues

Expenses:
Employee compensation and benefits
Management fee
Floor brokerage, exchange and clearance fees
Communications and data processing
Occupancy

Other expenses

Total expenses

Loss from operations

Other income - Rebate - Financial Industry
Regulatory Authonty (FINRA)

Loss before income taxes

Income taxes - state and local

Net loss

See accompanying notes to financial statements

Page 3

$ 69,370
259,864
14,338
82,664

426,236

291,654
120,000
34,375
57,699
68,757
41.809

614,294

(188,058)

35.000

(153,058)

2,718

$ (155.776)



AEB CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007

Additional

Common Stock Paid-in

Shares Amount Capital
Balance - beginning of year 1,000 $ 1,000 $ 249,000
Balance - end of year 1,000 $ 1,000 $ 249.000

See accompanying notes to financial statements

Page 4

Retained
Earnings

$ 634,015

(155.776)

$ 478239



AEB CORPORATION Page 5
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

Cash flows from operating activities:

Net loss $ (155,776)

Adjustments to reconcile net loss to net cash
used in operating activities:

Depreciation $ 1,110
(Increase) decrease in assets:
Securities owned, at market (160,065)
Other assets _ 8,702
Increase (decrease) in liabilities:
Accounts payable and accrued expenses (2.130}
Total adjustments (152,383)
Net cash used in operating activities (308.159)
Net decrease in cash and cash equivalents (308,159)
Cash - beginning of year and cash equivalents 770,118
Cash - end of year $ 461.959

Supplemental disclosures of cash flow information:

Cash paid during the year for:

Interest $ -
Income taxes $ 1,671

See accompanying notes to financial statements



NOTE 1 -

AEB CORPORATION Page 6
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Operations:

AEB Corporation (the “Company”), is a broker-dealer registered with the Securities and
Exchange Commission and is a member of the National Association of Securities Dealers, Inc.
The Company primarily eams commissions from, and trades in securities.

Cash Equivalents:
Investments in money market funds are considered cash equivalents.
Securities Owned:

All securities owned are valued at market and unrealized gains and losses are reflected in
revenues.

Office Equipment:

Office equipment is stated at cost less accumulated depreciation. The Company provides for
depreciation on the declining-balance method over 5-7 years.

Securities Transactions:
Securities transactions and related income and expenses are recorded on a trade-date basis.
Income Taxes:

The Company complies with Statement of Financial Accounting Standards No. 109 (SFAS
109), “Accounting for Income Taxes,” which requires an asset and liability approach to
financial reporting for income taxes. Deferred income tax assets and liabilities are computed
for differences between the financial statement and tax bases of assets and liabilities that will
result in taxable or deductible amounts in the future, based on enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income.
Valuation allowances are established, when necessary, to reduce the deferred income tax assets
to the amount expected to be realized.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles 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 at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.



NOTE 2 -

NOTE 3 -

NOTE 4 -

NOTE S -

Page 7

SECURITIES OWNED

Securities owned consist of corporate equity securities at market value as follows:

Corporate equities $ 286422

INCOME TAXES

Based on the Company’s recent history of recurring operating losses, it appears more than
likely that the Company will not realize the benefit of deferred tax assets arising from the
current year’s net operating loss. The deferred tax asset arising from the current year’s net
operating loss is approximately $54,500. A valuation allowance was considered necessary for
the full amount of the current year deferred tax asset.

Taxes currently payable consist of Massachusetts, New York State and City corporation taxes
based on the Company’s net capital.

Current;
State $ 2,418
City 300
$ 2718
COMMITMENT

The Company rents its Great Barrington, Massachusetts office space on a month-to-month
basis at $875 per month.

The Company’s non-cancellable lease for its former office space in New York City expired on
November 30, 2007.

RELATED PARTY TRANSACTIONS

During 1999, the Company entered into a management fee agreement with Pavonia
International Corporation (A West Indies Corporation), a related party, for management
direction and advice with respect to financial, administrative and marketing matters. For the
year ended December 31, 2007, the fee was $120,000.

During the year ended December 31, 2005, the Company relocated its office from New York
City to Great Barrington, Massachusetts. The Company rents its current office space on a
month-to-month basis from an individual who is related to the Company’s chief executive
officer. The amount of the monthly rent is $875 as of December 31, 2007.



NOTE 6 -

NOTE 7 -

NOTE 8 -

NOTE 9 -

Page 8§
NET CAPITAL REQUIREMENTS

The Company is a member of the National Association of Securities Dealers, Inc., and is
subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1. This
Rule requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1, and that equity capital
may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10
to 1. At December 31, 2007, the Company’s net capital was approximately $584,213, which
was approximately $484,213 in excess of its minimum requirement of $100,000.

EXEMPTION FROM RULE 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 and,
therefore, is not required to maintain a “Special Reserve Bank Account for the Exclusive
Benefit of Customers.”

OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RISK

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to
its clearing broker (Pershing, LLC) on a fully disclosed basis. Therefore, all of the customers’
money balances and long and short security positions are carried on the books of the clearing
broker. Under certain conditions as defined in the clearance agreement, the Company has
agreed to indemnify the clearing broker for losses, if any, which the clearing broker may
sustain from carrying securities transactions introduced by the Company. In accordance with
the industry practice and regulatory requirements, the Company and the clearing broker
monitor collateral on the securities transactions introduced by the Company. In addition, the
recetvable from clearing broker and the deposit with clearing broker are pursuant to this
clearance agreement.

The Company maintains cash balances in one financial institution which is insured under the
Federal Deposit Insurance Corporation up to $100,000. The Company also maintains cash
balances at Pershing, LLC, an affiliate of The Bank of New York Mellon, which are not
insured under FDIC limits.

OPERATING LOSS CARRYFORWARD

For income tax purposes, net operating losses may be carried forward 20 years from the year
the net loss was incurred. The Company’s total net operating losses available to offset taxable
income of future years is approximately $901,000 and will expire in various years ending
December 31, 2023 through December 2027.




AEB CORPORATION

SUPPLEMENTAL SCHEDULES
COMPUTATION OF NET CAPITAL UNDER RULE 15¢ 3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2007

Stockholders’ equity

Less: Non-allowable assets
Qther assets

Equipment - net of accumulated depreciation

Net capital before haircuts

Haircuts

Net capital

Aggregate indebtedness

Computed minimum net capital required
(6.67% of aggregate indebtedness)

Minimum net capital required (Under Sec. Rule 15¢3-1)

Excess net capital (3584,213 - $100,000)

Percentage of aggregate indebtedness to net capital

$ 30.198
$ 585,213

Page 9

$ 728239

6,933
3.123

10,056

718,183

133.970

$ 584,213

$ 30.198

$ 2,014

$__ 100,000

§ 484213

5%

There are no matenal differences between the computation of net capital presented above and the
computation of net capital in the Company’s unaudited Form X-17A-5, filings as of December 31,

2007.
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Koni ¢S ber 9 , Konigsberg Wolf & Co., P.C.

Certified Public Accountants
440 Park Avenue South
New York, NY 10016
Tel: 212 6857215
Fax: 212 685 7277
www.konigsbergcpa.com
Board of Directors
AEB Corporation

Great Barrington, Massachusetts

In planning and performing our audit of the financial statements of AEB Corporation (the
“Company”) as of and for the year ended December 31, 2007 in accordance with auditing standards |
generally accepted in the United States of America, we considered the Company’s internal control |
over financial reporting 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.
I
|

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have

made a study of the practices and procedures followed by the Company including tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in

making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital |
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule |
15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial |
functions relating to customer securities, we did not review the practices and procedures followed

by the Company in any of the following:

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

2, 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

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 management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to 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 of disposition and
that transactions are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

Continued.........
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Page 2

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.

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 significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability t initiate, authorize, record,
process, or report financial datareliably 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.

A material 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 were adequate at December 31, 2007 to meet the SEC’s objectives.

Continued. ........
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This report recognizes that it is not practicable in an organization the size of AEB Corporation to
achieve all the divisions of duties and cross-checks generally included in a system of internal
control, and that, alternatively, greater reliance must be placed on surveillance by management.

This report is intended solely for the information and use of the management, the SEC, the Financial
Industry Regulatory Authority 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, and is not
intended to be and should not be used by anyone other than these specified parties.

Fonegil Mﬁa Lo DL

New York, New York
January 28, 2008



