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OATH OR AFFIRMATION

February 28, 2011

State of Massachusetts
Ss:
County of Massachusetts

I, the undersigned, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supporting schedules pertaining to the firm of Epoch Securities, Inc. as of December 31,
2010, are true and correct. | further 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:

Nicholas von Moltke
President and CEO
Epoch Secuirities, Inc.

Subscribed and sworn before me;

Thisgyd—day of February, 2011
e Ofaen

Notary Public, State of New York
No. 01016159610

Quaiified In Richmond County
Term Expires Jan. 22, 2015

/
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An Oath or Affirmation

A Letter of Attestation

Statement of Financial Condition

Statement of Earnings

Statement of Changes in Stockholder's Equity

Statement of Changes in Subordinated Borrowings

Statement of Cash Flows

Consolidated Statement of Comprehensive Income

Computation of Net Capital Pursuant to Rule 15¢3-1

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
Information relating to the Possession or Control requirements under Rule 15¢3-3

A reconciliétion, including appropriate explanations, of the Computation of Net Capital
under Rule 15¢3-1 and the Computation for Determination of the Reserve Requirements

Exhibit A of Rule 15¢3-3

A reconciliation between the audited and unaudited statements of Financial Condition with
respect to methods of consolidation

A copy of the SIPC Supplemental Report (filed as a separate document)

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

Statement of Segregation Requirerhents and Funds in Segregation for Customers Trading
on U.S. Commodity Exchanges

Statement of Secured Amounts and Funds Held in Separate Accounts for Foreign Futures
and Foreign Options Customers
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Statement of Financial Condition
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Report of Independent Auditors

To the Shareholder of Epoch Securities, Inc.:

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Epoch Securities, Inc. {the “Firm”) at December 31, 2010 in
conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Firm’s management; our responsibility is to express an
opinion on this financial statement based on our audit. We conducted our audit of this statement in
accordance with auditing standards generally accepted in the United States of America, which require
that we plan and perform the audit to obtain reasonabile assurance about whether the statement of
financial condition is free of material misstatement. An audit 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, and evaluating the overali
statement of financial condition presentation. We believe that our audit of the statement of financial
condition provides a reasonable basis for our opinion.

@WJWLCOWA ur

February 28, 2011

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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EPOCH SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

As of December 31, 2010

Assetfs

Cash $ 35,089,208

Deferred tax asset 10,162
Total assets $ 355099,371

Liabilities and shareholder's equity

Payables to affiliates 2,142,449
Taxes payable 1,339,274
Other fiabilities and accrued expenses 3,708

Total liabilities . . 3,485,431
Contingencies

Shareholder's equity

Common stock, par value $0.01 per share; 1,000 shares authorized, issued and outstanding 10
Additional paid-in capital 118,071,341
Accumulated deficit {86,457 411}
Total shareholder's equity ~ 31,613,840

Total liabilities and shareholder's equity

The accompanying notes are an integral part of
this statement of financial condition.
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EPOCH SECURITIES, INC,

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 1. Description of Business

Epoch Securities, Inc. (the firm) is a registered U.S.
broker-dealer and a wholly owned subsidiary of The
Goldman Sachs Group Inc. (Group Inc.), a Delaware
corporation and a financial holding company. The
firm acts as the principal underwriter and distributor
of variable insurance products issued by
Commonwealth Annuity and Life Insurance
Company (Commonwealth Annuity), an affiliated
annuity and life insurance provider, Also, the firm
offers common remitter services to certain retirement
plan providers. The firm engages in investment
banking activities, which include acting as a
distribution channel for Goldman, Sachs & Co
(GS&Co.) for initial public and secondary securities
offerings to retail customers.

Note 2. Basis of Presentation

The statement of financial condition is prepared in
accordance with accounting principles generally
accepted in the United Siates of America (U.S.
GAAP) and include the accounts of the firm and the
results of transactions with affiliated entities. These
are primarily commission based and invesiment
banking transactions.

Note 3. Significant Accounting Policies

The firm's most significant accounting policies
including the use of estimates are described in
detail below. All other significant accounting policies
are inciuded in the following footnotes:

Contingencies Note 5
Income Taxes Note 6
Net Capital Requirements Note 7
Subsequent Events Note 8
Use of Estimates

The preparation of the statement of financial
condition in conformity with generally accepted
accounting principles 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 during the reporting period.
Actual results could differ from those estimates.

Cash

The firm defines cash as highly liguid overnight
deposits held in the ordinary course of business.
The cash balance within “Cash” on the statement of
financial condition is comprised primarily of amounts
held in a third-party financial institution, as well as a
$9.6 million deposit held by Goldman Sachs & Co. at
December 31, 2010

Note 4. Related Party Transactions

The $2.1 million of payabies to affiliates represents a
tax liability to Group inc.

Note 5. Contingencies

The firmmay, from time fo time, beinvolved in
judicial, regulatory and arbitration proceedings
concerning matters arising in connection with the
conduct of its businesses. Management believes,
based on currently available information, that the
resuits of such proceedings, in the aggregate, will
not have a material adverse effect on the firm's
financial condition. However, the results may be
material to operating results for such period,

Because of the inherent difficuity of predicting the
outcome of the firm's ligation and regulatory
matters, particularly in cases or proceedings in
which substantial or indeterminate damages or fines
are sought, the firm cannot estimate losses or
ranges of losses for cases or proceedings where
there is only a reasonable possibility that a loss may
be incurred.

Note 6. income Taxes
Provision for income faxes

The firm is included with Group Inc. and subsidiaries
in the consolidated corporate federal tax return as
well as the consolidated/combined state and local
tex retums. Current income tax is allocated to the
firm based on inclusion of the firmYs items in the
consolidated return. The firm’s provision for taxes is
determined as if it were filing a tax return on a
modified stand-alone company bhasis. The firm's tax
payable to Group Inc. is presented as a component
of “Taxes payabie” in the statement of financial
condition.



EPOCH SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION {continued)

Income taxes are provided for using the asset and
liability method under which deferred tax assets and
liabilities are recognized for temporary differences
between the financial reporfing and tax bases of
assets and liabilities.

The difference between the reported provision for
taxes and the amount computed by multiplying the
pretax income by the federal statutory rate is
primarily attributable to state and local taxes.

Deferred income taxes reflect the net tax effects of
temporary differences between the financial
reporting and tax bases of assets and liabilities,
These temporary differences result in taxable or
deductible amounts in future years and are
measured using the tax rates and laws that will be in
effect when such differences are expected to
reverse. Valuation allowances are established to
reduce deferred fax assets to the amount that more
likely than not will be realized. The firm had a
deferred tax asset at December 31, 2010 of $10,162
related to amortization of an intangible asset shown
in the statement of financial condition. No valuation
allowance is recorded at December 31, 2010
because the firm believes the net deferred {ax asset
will more likely than not be realized.

The firm recognizes tax positions in the financial
statements only when it is more likely than not that
the position will be sustained on examination by the
relevant taxing authority based on the technical
merits of the position. A position that meets this
standard is measured at the largest amount of
benefit that will more likely than not be realized on
settlement. A liability is established for differences
between positions taken in a tax return and amounts
recognized in the financial statements. As of
December 31, 2010, the firm did not record a liability
for uncertainty in income taxes.

All years subsequent to and including 2005 for U.8.
Federal and 2004 for New York State and City
remain open to examination by the taxing
authorities.

Note 7. Net Capital Requirements

The firm is a registered U.S. broker-dealer and is
subject o Rule 15¢3-1 of the Securities and

Exchange Commission (SEC), which specifies
uniform minimum net capital requirements. The firm
has elected to compuie net capital in accordance
with the “Aliernative Net Capital Requirement” as
permitied by Rule 15¢3-1. As of December 31, 2010,
the firm had regulatory net capital, as defined by
Rule 15¢3-1, of $31.6 million, which exceeded the
amount required by $31.3 million.

Pursuant to a clearing agreement, Goldman Sachs
Execution and Clearing (GSEC), an affiliated
clearing broker-dealer, clears all of the firm's
securities transactions on a fully disclosed basis.
This agreement is consistent with the {erms of the
SEC No-Action Lefter dated November 3, 1988
relating to the capital treatment of asseis in the
Proprietary Accounts of introducing Brokers (PAIB).
Accordingly, the firm is permitted {0 include PAIB
assets as allowable asseis in its net capitai
computations,

As it relatesto its common remitter activilies
business, the fim is in compliance with the
exemptive provisions of SEC Rule 15¢3-3 (k) {2) (i)
which prescribes the maintenance of a "Special
Account for the Exclusive Benefit of Customers.”
Customer funds deposited in the bank account have
not been commingied with the proprietary activities
of the firm and the account has been used in
accordance with the purpose stated in its application
relating fo a2 proposed expansion in business
activities filed with, and approved by, the National
Association of Securities Dealers in 2007. With
respect to its investment banking business, the firm
is incompliance with the exemplive provisions of
SEC Rule 15¢3-3 (k) (2} (H) as it continues fo clear
all of its securities fransactions with GSEC on a fidly
disclosed basis.

Note 8. Subsequent Events

Management has evaluated whether any events or
transactions occurred subsequent to the date of the
statement of financial condition through February 28,
2011 and determined that there were no material
events or transactions that would require recognition
or disclosure in the statement of financial condition.
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Report of Independent Auditors on
Internal Control Required by SEC Rule 17a-5

To the Shareholder of Epoch Securities, Inc.:

In planning and performing our audit of the financial statements of Epoch Securities, Inc. (the “Firm™) as
of and for the year ended December 31, 2010, in accordance with auditing standards generally accepted
in the United States of America, we considered the Firm'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 Firm's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Firm'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 Firm, 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-5(g), in making the following:

1. The periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11); and
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Firm 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 Firm in any of the
following:

1. Making the quarterly securities examinations, counts, verifications, 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 the Federal Reserve System.

The management of the Firm 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 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 Firm 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 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.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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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 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.

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, second, and third
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 Firm’s practices and procedures were
adequate at December 31, 2010 to meet the SEC'’s objectives.

This report is intended solely for the information and use of the Shareholder, 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.

Ohiawctrhaulapos |LE

February 28, 2011
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