Market

Timing Investigations

On December 18, 2003, we settled with the SEC and the NYAG regarding their
investigations into trading practices in the shares of certain of our sponsored mutual funds.
Our agreement with the SEC was reflected in an Order of the Commission (SEC Order)
dated December 18, 2003 (amended and restated January 15, 2004), while our final agreement
dated
with the NYAG was reflected in an Assurance of Discontinuance (A0D)

September 1, 2004.
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Independent Compliance Consultant (ICC) to conduct a comprehensive
supervisory, compliance, and other policies designed to detect and prevent conflicts
of interest, breaches of fiduciary duty, and violations of law. The ICC completed its review,
and submitted its report to the SEC in December 2004. By December 31, 2005, we had
implemented substantially all of the ICCs recommendations. Also, beginning in 2005 we
had, and biannually thereafter will continue to have, an independent third party perform a
comprehensive compliance review.
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September 30, 2005, the IDC
submitted to the SEC Staff the portion of his report concerning his methodology for
determining damages. The IDC will, in the coming months, formally submit to the Staff the
remainder of his proposed distribution plan, which addresses the mechanics of distribution.
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February 10, 2004, we received (i) a subpoena duces tecum from the Office of the
Attorney General of the State of West Virginia and (ii) a request for information from the
Office of the State Auditor, Securities Commission, for the State of West Virginia (WV
Securities Commissioner) (subpoena and request together, the Information Requests). The
Information Requests required us to produce documents concerning, among other things, any
market timing or late trading in our sponsored mutual funds. We responded to the Information
Requests and have been cooperating fully with the investigation.
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previously disclosed,

AllianceBemstein recorded

charges totaling $330

million

during

the second half of 2003, of which (i) $250 million was paid to the Restitution Fund (the $250
million was funded out of operating cash flow and paid to the SEC in January 2004), (ii) $30
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used to settle a private civil mutual fund litigation unrelated to any regulatory
and
(iii) $50 million was reserved for estimated expenses related to our marketagreements,
with the SEC and the NYAG and our market timing-related liabilities
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timing
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Complaint-related expenses). AllianceBemstein paid $8 million during
timing and has cumulatively paid $310 million (excluding WVAG
Complaint-related expenses). Including $10 million in charges taken in prior periods, we have
reserves of approximately $30 million available for market timing-related liabilities in future
periods.
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