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Part I

 
FINANCIAL INFORMATION

 
Item 1.      Financial Statements
 
 

ALLIANCE CAPITAL MANAGEMENT L.P.
Condensed Consolidated Statements of Financial Condition

 
(in thousands)

 
 

ASSETS
 

3/31/02
 

12/31/01
 

  
(unaudited)

   

      
Cash and cash equivalents

 

$ 198,011
 

$ 220,127
 

Cash and securities segregated, at market (cost: $1,094,608 and $1,409,013)  1,098,184  1,415,158  
Receivables:

     

Brokers and dealers
 

1,511,862
 

1,441,604
 

Brokerage clients.
 

252,717
 

156,945
 

Fees
 

320,784
 

356,033
 

Investments, available-for-sale
 

266,837
 

281,718
 

Furniture, equipment and leasehold improvements, net
 

246,604
 

243,988
 

Goodwill, net
 

2,876,657
 

2,876,657
 

Intangible assets, net
 

382,950
 

388,125
 

Deferred sales commissions, net
 

626,235
 

648,244
 

Other investments
 

37,721
 

52,651
 

Other assets
 

95,448
 

94,143
 

Total assets
 

$ 7,914,010
 

$ 8,175,393
 

      
LIABILITIES AND PARTNERS’ CAPITAL

     

      
Liabilities:

     

Payables:
     

Brokers and dealers
 

$ 1,135,581
 

$ 995,627
 

Brokerage clients
 

1,385,055
 

1,822,735
 

Alliance Mutual Funds
 

213,180
 

211,621
 

Accounts payable and accrued expenses
 

187,758
 

194,538
 

Accrued compensation and benefits
 

347,482
 

328,077
 

Debt
 

718,997
 

627,609
 

Minority interests in consolidated subsidiaries
 

7,318
 

7,026
 

Total liabilities
 

3,995,371
 

4,187,233
 

      
Partners’ capital

 

3,918,639
 

3,988,160
 

Total liabilities and partners’ capital
 

$ 7,914,010
 

$ 8,175,393
 

 
See accompanying notes to condensed consolidated financial statements.
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ALLIANCE CAPITAL MANAGEMENT L.P.
Condensed Consolidated Statements of Income

 
(unaudited)

(in thousands, except per Unit amounts)
 
 

  
Three Months Ended

 

  
3/31/02

 
3/31/01

 

Revenues:
     

Investment advisory and services fees
 

$ 486,283
 

$ 497,807
 

Distribution revenues
 

129,179
 

140,377
 

Institutional research services
 

71,810
 

64,406
 

Shareholder servicing fees
 

24,624
 

22,665
 

Other revenues, net
 

8,627
 

17,182
 

 

 

720,523
 

742,437
 

      
Expenses:

     

Employee compensation and benefits
 

236,112
 

220,133
 

Promotion and servicing:
     

Distribution plan payments
 

118,715
 

124,083
 

Amortization of deferred sales commissions
 

57,002
 

58,308
 

Other
 

37,809
 

46,727
 

General and administrative
 

80,603
 

75,469
 

Interest
 

8,382
 

12,589
 

Amortization of intangible assets
 

5,175
 

43,134
 

 

 

543,798
 

580,443
 

      
Income before income taxes

 

176,725
 

161,994
 

      
Income taxes

 

8,837
 

9,720
 

      
Net income

 

$ 167,888
 

$ 152,274
 

      
Net income per Unit:

     

Basic
 

$ 0.67
 

$ 0.61
 

Diluted
 

$ 0.66
 

$ 0.59
 

 
See accompanying notes to condensed consolidated financial statements.
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ALLIANCE CAPITAL MANAGEMENT L.P.

Condensed Consolidated Statements of
Changes in Partners’ Capital
and Comprehensive Income

 
(unaudited)

(in thousands)
 

  
Three Months Ended

 

  
3/31/02

 
3/31/01

 

Partners’ capital - beginning of period
 

$ 3,988,160
 

$ 4,133,677
 

Comprehensive income:
     

Net income
 

167,888
 

152,274
 

Other comprehensive income:
     

Unrealized loss on investments, net
 

(191 ) (1,166 )
Foreign currency translation adjustment, net

 

(1,137 ) (1,788 )
Comprehensive income

 

166,560
 

149,320
 

Capital contributions from General Partner
 

156
 

118
 

Cash distributions to partners
 

(187,696 ) (214,843 )
Purchase of Alliance Holding Units to fund deferred compensation plans, net  (75,717 ) (8,627 )
Amortization of deferred compensation expense

 

18,160
 

6,073
 

Proceeds from options for Alliance Holding Units exercised
 

9,016
 

8,681
 

Partners’ capital - end of period
 

$ 3,918,639
 

$ 4,074,399
 

 
See accompanying notes to condensed consolidated financial statements.
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ALLIANCE CAPITAL MANAGEMENT L.P.

Condensed Consolidated Statements of Cash Flows
 

(unaudited)
(in thousands)

  
Three Months Ended

 

  
3/31/02

 
3/31/01

 

Cash flows from operating activities:
     

Net income
 

$ 167,888
 

$ 152,274
 

Adjustments to reconcile net income to net cash provided from operating activities:      
Amortization and depreciation

 

73,944
 

111,578
 

Other, net
 

23,979
 

18,740
 

Changes in assets and liabilities:
     

Decrease in segregated cash and securities
 

316,974
 

370,894
 

(Increase) decrease in receivable from brokers and dealers
 

(70,228 ) 359,931
 

Increase in receivable from brokerage clients
 

(95,719 ) (3,203 )
Decrease in fees receivables

 

34,949
 

80,161
 

Increase in deferred sales commissions
 

(34,992 ) (45,659 )
Decrease in other investments

 

15,537
 

17,578
 

(Increase) decrease in other assets
 

(2,121 ) 156
 

Increase (decrease) in payable to Alliance Mutual Funds
 

1,558
 

(60,535 )
Increase (decrease) in payable to brokers and dealers

 

140,008
 

(211,100 )
Decrease in payable to brokerage clients

 

(437,703 ) (418,562 )
Decrease in accounts payable and accrued expenses

 

(6,552 ) (57,970 )
Increase in accrued compensation and benefits, less deferred compensation  14,861  14,762  

Net cash provided from operating activities
 

142,383
 

329,045
 

      
Cash flows from investing activities:

     

Purchase of investments
 

(1,340,772 ) (459,550 )
Proceeds from sale of investments

 

1,355,984
 

464,132
 

Additions to furniture, equipment and leasehold improvements, net  (14,651 ) (15,346 )
Net cash provided from (used in) investing activities

 

561
 

(10,764 )
      
Cash flows from financing activities:

     

Proceeds from issuance of debt
 

6,618,413
 

3,211,481
 

Repayment of debt
 

(6,528,091 ) (3,331,875 )
Cash distributions to partners

 

(187,696 ) (214,843 )
Capital contributions from General Partner

 

156
 

118
 

Proceeds from options for Alliance Holding Units exercised
 

9,016
 

8,681
 

Purchase of Alliance Holding Units to fund deferred compensation plans  (75,717 ) (8,627 )
Net cash used in financing activities

 

(163,919 ) (335,065 )
      
Effect of exchange rate changes on cash and cash equivalents

 

(1,141 ) (1,372 )
      
Net decrease in cash and cash equivalents

 

(22,116 ) (18,156 )
Cash and cash equivalents at beginning of period

 

220,127
 

216,251
 

Cash and cash equivalents at end of period
 

$ 198,011
 

$ 198,095
 

 
See accompanying notes to condensed consolidated financial statements.
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ALLIANCE CAPITAL MANAGEMENT L.P.

Notes to Condensed Consolidated Financial Statements
March 31, 2002

 
(unaudited)

 
1.             Organization and Bernstein Acquisition
 

Alliance Capital Management Corporation (“ACMC”), an indirect wholly-owned subsidiary of AXA Financial, Inc. (“AXA Financial”), is the
general partner of both Alliance Capital Management Holding L.P. (“Alliance Holding”) and Alliance Capital Management L.P. (“Alliance Capital”
or the “Operating Partnership”). AXA Financial is an indirect wholly-owned subsidiary of AXA, a French company, that is a holding company for an
international group of insurance and related financial services companies.

 
Alliance Capital is a registered investment adviser under the Investment Advisers Act of 1940. Alliance Holding Units are publicly traded on the
New York Stock Exchange.  Alliance Capital Units do not trade publicly and are subject to significant restrictions on transfer.

 



On October 2, 2000, the Operating Partnership acquired the business and assets of SCB Inc., an investment research and management company
formerly known as Sanford C. Bernstein Inc. (“Bernstein”), and assumed the liabilities of Bernstein (“Bernstein Acquisition”). The purchase price
consisted of a cash payment of $1.4754 billion and 40.8 million newly issued Alliance Capital Units. AXA Financial purchased approximately 32.6
million newly issued Alliance Capital Units for $1.6 billion on June 21, 2000 to fund the cash portion of the purchase price.

 
At March 31, 2002, Alliance Holding owned approximately 75.5 million, or 30%, of the issued and outstanding Alliance Capital Units. ACMC owns
100,000 general partnership Units in Alliance Holding and a 1% general partnership interest in the Operating Partnership. At March 31, 2002, AXA
Financial was the beneficial owner of approximately 2% of the outstanding Alliance Holding Units and approximately 52% of the outstanding
Alliance Capital Units which, including the general partnership interests in the Operating Partnership and Alliance Holding, represents an economic
interest of approximately 53% in the Operating Partnership. At March 31, 2002, SCB Partners Inc., a wholly-owned subsidiary of SCB Inc., was the
beneficial owner of approximately 16% of the outstanding Alliance Capital Units.

 
2.             Business Description
 

The Operating Partnership provides diversified investment management and related services globally to a broad range of clients including (a)
institutional investors, consisting of unaffiliated entities such as corporate and public employee pension funds, endowment funds, domestic and
foreign institutions and governments and affiliates such as AXA and its insurance company subsidiaries, by means of separate accounts, sub-
advisory relationships resulting from the efforts of the institutional marketing department, structured products, group trusts and mutual funds sold
exclusively to institutional investors and high net worth individuals, (b) private clients, consisting of high net worth individuals, trusts and estates,
charitable foundations, partnerships, private and family corporations and other entities, by means of separate accounts, hedge funds and certain other
vehicles, (c) individual investors by means of publicly distributed mutual funds sponsored by the Operating Partnership, its subsidiaries and
consolidated joint venture companies including cash management products such as money market funds and deposit accounts and sub-advisory
relationships in respect of mutual funds sponsored by third parties resulting from the efforts of the mutual fund marketing department (“Alliance
Mutual Funds”) and managed account products, and (d) institutional investors by means of in-depth research, portfolio strategy, trading and
brokerage-related services. The Operating Partnership and its subsidiaries provide investment management, distribution and shareholder and
administrative services to the Alliance Mutual Funds.
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3.             Summary of Significant Accounting Policies
 

Basis of Presentation
 
The unaudited interim condensed consolidated financial statements of the Operating Partnership included herein have been prepared in accordance
with the instructions to Form 10-Q pursuant to the rules and regulations of the Securities and Exchange Commission (the “SEC”). In the opinion of
management, all adjustments, consisting only of normal recurring adjustments necessary for a fair presentation of (a) the Operating Partnership’s
financial position at March 31, 2002, (b) the Operating Partnership’s results of operations for the three months ended March 31, 2002 and 2001, and
(c) the Operating Partnership’s cash flows for the three months ended March 31, 2002 and 2001, have been made.

 
Reclassifications

 
Certain prior period amounts have been reclassified to conform with the current period presentation.

 
Goodwill

 
Goodwill represents the excess of the purchase price over the fair value of acquired companies. Goodwill is tested annually for impairment. Possible
goodwill impairment is indicated if book value exceeds estimated fair value. The indication of possible goodwill impairment would then require the
measurement of the Operating Partnership’s assets and liabilities as if the Operating Partnership had been acquired. This measurement may or may
not result in goodwill impairment. Any goodwill deemed impaired is written off with a corresponding charge to earnings.

 
Intangible Assets

 
Intangible assets consist of costs assigned to investment contracts of businesses acquired. Costs assigned to investment contracts of businesses
acquired are being amortized on a straight-line basis over estimated useful lives of twenty years. Impairment of intangible assets is evaluated by
comparing the undiscounted cash flows expected to be realized from those intangible assets to their recorded values. If the expected future cash
flows are less than the carrying value of intangible assets, an impairment loss is recognized for the difference between the carrying amount and the
estimated fair value of those intangible assets.

 
Deferred Sales Commissions

 
Sales commissions paid to financial intermediaries in connection with the sale of shares of open-end Alliance Mutual Funds sold without a front-end
sales charge are capitalized and amortized over periods not exceeding five and one-half years, the period of time during which deferred sales
commissions are expected to be recovered from distribution plan payments received from those funds and from contingent deferred sales charges
received from shareholders of those funds upon the redemption of their shares. Contingent deferred sales charges reduce unamortized deferred sales
commissions when received.
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Revenue Recognition

 



Investment advisory and services base fees are recorded as revenue as the related services are performed. Certain investment advisory contracts
provide for a performance fee, in addition to or in lieu of a base fee, that is calculated as either a percentage of absolute investment results or a
percentage of investment results in excess of a stated benchmark over a specified period of time. Performance fees are recorded as revenue at the end
of the measurement period. Investment advisory and services fees include brokerage transaction charges of Sanford C. Bernstein & Co., LLC (“SCB
LLC”), a wholly-owned subsidiary of the Operating Partnership, for substantially all private client transactions and certain institutional investment
management client transactions. Distribution revenues and shareholder servicing fees are accrued as earned.

 
Institutional research services revenue consists of brokerage transaction charges and underwriting syndicate revenues related to services provided to
certain institutional investors. Brokerage transaction charges earned and related expenses are recorded on a trade date basis. Syndicate participation
and underwriting revenues include gains, losses and fees, net of syndicate expenses, arising from securities offerings in which SCB LLC acts as
underwriter or agent. Syndicate participation and underwriting revenues are recorded on the offering date.

 
4.             Cash and Securities Segregated Under Federal Regulations and Other Requirements
 

At March 31, 2002, $1.1 billion in United States Treasury Bills was segregated in a special reserve bank custody account for the exclusive benefit of
customers under rule 15c3-3 of the SEC.

 
5.             Net Income Per Unit
 

Basic net income per Unit is derived by reducing net income for the 1% General Partner interest and dividing the remaining 99% by the weighted
average number of Units outstanding. Diluted net income per Unit is derived by reducing net income for the 1% General Partner interest and
dividing the remaining 99% by the total of the weighted average number of Units outstanding and the dilutive Unit equivalents resulting from
outstanding employee options.  (In thousands, except per Unit amounts):

 
  

Three Months Ended
 

  
3/31/02

 
3/31/01

 

Net income
 

$ 167,888
 

$ 152,274
 

      
Weighted average units outstanding - Basic

 

248,995
 

247,452
 

Dilutive effect of employee options
 

4,707
 

6,370
 

Weighted average units outstanding - Diluted
 

253,702
 

253,822
 

      
Basic net income per unit

 

$ 0.67
 

$ 0.61
 

Diluted net income per unit
 

$ 0.66
 

$ 0.59
 

 
6.             Commitments and Contingencies
 

On April 25, 2001, an amended class action complaint (“Miller Complaint”) entitled Miller, et al. v. Mitchell Hutchins Asset Management, Inc., et
al., was filed in federal district court in the Southern District of Illinois against Alliance Capital, Alliance Fund Distributors, Inc. (“AFD”), and other
defendants alleging violations of the federal Investment Company Act of 1940, as amended (“ICA”) and breaches of common law fiduciary duty.
The allegations in the Miller Complaint concern six mutual funds with which Alliance Capital has investment advisory agreements, including
Alliance Premier Growth Fund (“Premier Growth Fund”), Alliance Health Care Fund, Alliance Growth Fund, Alliance Quasar Fund, Alliance Fund,
and Alliance Disciplined Value Fund. The principal allegations of the Miller Complaint are that (i) certain advisory agreements concerning these
funds were negotiated, approved, and executed in violation of the ICA, in particular because certain directors of these funds should be deemed
interested under the ICA; (ii) the distribution plans for these funds were negotiated, approved, and executed in violation of the ICA; and (iii) the
advisory fees and distribution fees paid to Alliance Capital and AFD, respectively, are excessive and, therefore, constitute a breach of fiduciary duty.
Plaintiffs seek a recovery of certain fees paid by these funds to Alliance Capital. On March 12, 2002 the court issued an order granting defendants’
motion to dismiss the Miller Complaint. The court allowed plaintiffs up to and including April 1, 2002 to file an amended complaint comporting
with its order. On April 1, 2002, plaintiffs filed a Second Amended Complaint. In the Second Amended Complaint, shareholders of the Premier
Growth Fund, the Alliance Growth and Income Fund, and the Alliance Quasar Fund claim that the advisory and distribution fees paid by those funds
are excessive. The nature of the allegations and relief sought in the Second Amended Complaint is substantially similar to the Miller Complaint.  On
May 1, 2002, defendants filed a motion to dismiss the Second Amended Complaint.
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Alliance Capital and AFD believe that plaintiffs’ allegations in the Second Amended Complaint are without merit and intend to vigorously defend
against these allegations.  At the present time, management of Alliance Capital and AFD are unable to estimate the impact, if any, that the outcome
of this action may have on Alliance Capital’s results of operations or financial condition.

 
On December 7, 2001 a complaint entitled Benak v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Benak Complaint”)
was filed in federal district court in the District of New Jersey against Alliance Capital and Premier Growth Fund alleging violation of the ICA. The
principal allegations of the Benak Complaint are that Alliance Capital breached its duty of loyalty to Premier Growth Fund because one of the
directors of the General Partner of Alliance Capital served as a director of Enron Corp. (“Enron”) when Premier Growth Fund purchased shares of
Enron and as a consequence thereof the investment advisory fees paid to Alliance Capital by Premier Growth Fund should be returned as a means of
recovering for Premier Growth Fund the losses plaintiff allege were caused by the alleged breach of the duty of loyalty. Plaintiff seeks recovery of
certain fees paid by Premier Growth Fund to Alliance Capital. On December 21, 2001 a complaint entitled Roy v. Alliance Capital Management L.P.
and Alliance Premier Growth Fund (“Roy Complaint”) was filed in federal district court in the Middle District of Florida, Tampa Division, against
Alliance Capital and Premier Growth Fund. The allegations and relief sought in the Roy Complaint are virtually identical to the Benak Complaint.
On March 13, 2002 the court granted the defendants’ motion to transfer the Roy Complaint to federal district court in the District of New Jersey. On
December 26, 2001 a complaint entitled Roffe v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Roffe Complaint”) was
filed in federal district court in the District of New Jersey against Alliance Capital and Premier Growth Fund. The allegations and relief sought in the
Roffe Complaint are virtually identical to the Benak Complaint. On February 14, 2002 a complaint entitled Tatem v. Alliance Capital Management
L.P. and Alliance Premier Growth Fund (“Tatem Complaint”) was filed in federal district court in the District of New Jersey against Alliance Capital



and Premier Growth Fund. The allegations and relief sought in the Tatem Complaint are virtually identical to the Benak Complaint. On March 6,
2002 a complaint entitled Gissen v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Gissen Complaint”) was filed in federal
district court in the District of New Jersey against Alliance Capital and Premier Growth Fund. The allegations and relief sought in the Gissen
Complaint are virtually identical to the Benak Complaint.  Plaintiffs in the Benak, Roy, Roffe, Tatem and Gissen cases have moved to consolidate the
complaints.

 
Alliance Capital believes the plaintiffs’ allegations in the Benak Complaint, Roy Complaint, Roffe Complaint, Tatem Complaint and Gissen
Complaint are without merit and intends to vigorously defend against these allegations. At the present time management of Alliance Capital is
unable to estimate the impact, if any, that the outcome of these actions may have on Alliance Capital’s results of operations or financial condition.

 
On April 8, 2002 in In re Enron Corporation Securities Litigation, a consolidated complaint (the “Enron Complaint”) was filed in the district court in
the Southern District of Texas, Houston Division, against numerous defendants, including Alliance Capital. The principal allegations of the Enron
Complaint, as they pertain to Alliance Capital, are that Alliance Capital violated Sections 11 and 15 of the Securities Act of 1933, with respect to a
registration statement filed by Enron and effective with the Securities and Exchange Commission on July 18, 2001, which was used to sell $1.9
billion Enron Corporation Zero Coupon Convertible Notes due 2021. Plaintiffs allege that Frank Savage, who was at that time an employee of
Alliance Capital and who was and remains a director of the general partner of Alliance Capital, signed the registration statement at issue. Plaintiffs
allege that the registration statement was materially misleading. Plaintiffs further allege that Alliance Capital was a controlling person of Frank
Savage. Plaintiffs therefore assert that Alliance Capital is itself liable for the allegedly misleading registration statement. Plaintiffs seek recission or a
recissionary measure of damages. The Enron Complaint specifically states that “[n]o allegations of fraud are made against or directed at” Alliance
Capital.
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Alliance Capital believes the allegations of the Enron Complaint as to it are without merit and intends to vigorously defend against these allegations.
At the present time management of Alliance Capital is unable to estimate the impact, if any, that the outcome of this action may have on Alliance
Capital’s results of operations or financial condition.

 
On May 7, 2002, a complaint entitled The Florida State Board of Administration v. Alliance Capital Management L.P. (the “SBA Complaint”) was
filed in the Circuit Court of the Second Judicial Circuit, in and for Leon County, Florida against Alliance Capital.  The SBA Complaint alleges
breach of contract relating to the Investment Management Agreement between The Florida State Board of Administration (“SBA”) and Alliance
Capital, breach of the covenant of good faith and fair dealing contained in the Investment Management Agreement, breach of fiduciary duty,
negligence, gross negligence and violation of the Florida Securities and Investor Protection Act, in connection with purchases and sales of Enron
common stock for the SBA investment account.  The SBA seeks more than $300 million in compensatory damages and an unspecified amount of
punitive damages.

 
Alliance Capital believes the SBA’s allegations in the SBA Complaint are without merit and intends to vigorously defend against these allegations. 
At the present time management of Alliance Capital is unable to estimate the impact, if any, that the outcome of this action may have on Alliance
Capital’s results of operations or financial condition.

 
Alliance Capital and Alliance Holding are involved in various other inquiries, administrative proceedings and litigation, some of which allege
substantial damages. While any proceeding or litigation has the element of uncertainty, Alliance Capital and Alliance Holding believe that the
outcome of any one of the other lawsuits or claims that is pending or threatened, or all of them combined, will not have a material adverse effect on
Alliance Capital’s or Alliance Holding’s results of operations or financial condition.

 
7.             Income Taxes
 

The Operating Partnership is a private partnership for federal income tax purposes and, accordingly, is not subject to federal or state corporate
income taxes. However, the Operating Partnership and SCB LLC are subject to the New York City unincorporated business tax. Domestic corporate
subsidiaries of the Operating Partnership, which are subject to federal, state and local income taxes, are generally included in the filing of a
consolidated federal income tax return. Separate state and local income tax returns are filed. Foreign corporate subsidiaries are generally subject to
taxes in the foreign jurisdictions where they are located.
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8.             Supplemental Cash Flow Information
 

Cash payments for interest and income taxes were as follows (in thousands):
 

  
Three Months Ended

 

  
3/31/02

 
3/31/01

 

Interest
 

$ 12,715
 

$ 13,093
 

Income taxes
 

5,566
 

9,392
 

 
9.             Goodwill Amortization — Adoption of SFAS 142
 

In July 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 142 (“SFAS 142”), “Goodwill and
Other Intangible Assets”. SFAS 142 changes the accounting for goodwill and certain intangible assets from an amortization method to an
impairment approach. Management adopted SFAS 142 on January 1, 2002. In accordance with SFAS 142, the Operating Partnership ceased
amortizing goodwill as of January 1, 2002. In addition, SFAS 142 requires the Operating Partnership’s goodwill to be tested annually for impairment



with the first test to be completed by June 30, 2002. Although the testing of the Operating Partnership’s goodwill for impairment has not yet been
completed, management believes that the completion of such testing will not result in an indicated impairment. Had the Operating Partnership not
amortized goodwill for the three months ended March 31, 2001, net income, basic net income per Unit and diluted net income per Unit would have
been as follows:

 
  

Three Months Ended
 

  
3/31/02

 
3/31/01

 

Reported net income
 

$ 167,888
 

$ 152,274
 

Add back: Goodwill amortization
 

—
 

37,959
 

Adjusted net income
 

$ 167,888
 

$ 190,233
 

      
Reported basic net income per Unit

 

$ 0.67
 

$ 0.61
 

Add back: Goodwill amortization
 

—
 

0.15
 

Adjusted basic net income per Unit
 

$ 0.67
 

$ 0.76
 

      
Reported diluted net income per Unit

 

$ 0.66
 

$ 0.59
 

Add back: Goodwill amortization
 

—
 

0.15
 

Adjusted diluted net income per Unit
 

$ 0.66
 

$ 0.74
 

 
10.           Cash Distribution
 

On May 2, 2002, the General Partner declared a distribution of $168,728,000 or $0.67 per Alliance Capital Unit representing a distribution from
Available Cash Flow (as defined in the Alliance Capital Partnership Agreement) of the Operating Partnership for the three months ended March 31,
2002. The distribution is payable on May 23, 2002 to holders of record on May 13, 2002.
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Item 2.      Management’s Discussion and Analysis of Financial Condition

and Results of Operations
 
Organization and Bernstein Acquisition
 
Alliance Capital Management Corporation (“ACMC”), an indirect wholly-owned subsidiary of AXA Financial, Inc. (“AXA Financial”), is the general partner
of both Alliance Capital Management Holding L.P. (“Alliance Holding”) and Alliance Capital Management L.P. (“Alliance Capital” or the “Operating
Partnership”). AXA Financial is an indirect wholly-owned subsidiary of AXA, a French company, that is a holding company for an international group of
insurance and related financial services companies.
 
Alliance Capital is a registered investment adviser under the Investment Advisers Act of 1940. Alliance Holding Units are publicly traded on the New York
Stock Exchange.  Alliance Capital Units do not trade publicly and are subject to significant restrictions on transfer.
 
On October 2, 2000, the Operating Partnership acquired the business and assets of SCB Inc., an investment research and management company formerly
known as Sanford C. Bernstein Inc. (“Bernstein”), and assumed the liabilities of Bernstein (“Bernstein Acquisition”). The purchase price consisted of a cash
payment of $1.4754 billion and 40.8 million newly issued Alliance Capital Units. AXA Financial purchased approximately 32.6 million newly issued
Alliance Capital Units for $1.6 billion on June 21, 2000 to fund the cash portion of the purchase price.
 
At March 31, 2002, Alliance Holding owned approximately 75.5 million, or 30%, of the issued and outstanding Alliance Capital Units. ACMC owns 100,000
general partnership Units in Alliance Holding and a 1% general partnership interest in the Operating Partnership. At March 31, 2002, AXA Financial was the
beneficial owner of approximately 2% of the outstanding Alliance Holding Units and approximately 52% of the outstanding Alliance Capital Units which,
including the general partnership interests in the Operating Partnership and Alliance Holding, represents an economic interest of approximately 53% in the
Operating Partnership. At March 31, 2002, SCB Partners Inc., a wholly-owned subsidiary of SCB Inc., was the beneficial owner of approximately 16% of the
outstanding Alliance Capital Units.
 
The Operating Partnership
 
The Operating Partnership provides diversified investment management and related services globally to a broad range of clients including (a) institutional
investors, consisting of unaffiliated entities such as corporate and public employee pension funds, endowment funds, domestic and foreign institutions and
governments and affiliates such as AXA and its insurance company subsidiaries, by means of separate accounts, sub-advisory relationships resulting from the
efforts of the institutional marketing department, structured products, group trusts and mutual funds sold exclusively to institutional investors and high net
worth individuals, (b) private clients, consisting of high net worth individuals, trusts and estates, charitable foundations, partnerships, private and family
corporations and other entities, by means of separate accounts, hedge funds and certain other vehicles, (c) individual investors by means of publicly
distributed mutual funds sponsored by the Operating Partnership, its subsidiaries and consolidated joint venture companies including cash management
products such as money market funds and deposit accounts and sub-advisory relationships in respect of mutual funds sponsored by third parties resulting from
the efforts of the mutual fund marketing department (“Alliance Mutual Funds”) and managed account products, and (d) institutional investors by means of in-
depth research, portfolio strategy, trading and brokerage-related services. The Operating Partnership and its subsidiaries provide investment management,
distribution and shareholder and administrative services to the Alliance Mutual Funds.
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General
 



The Operating Partnership’s revenues are largely dependent on the total value and composition of assets under its management. Assets under management
were $452.2 billion at March 31, 2002, an increase of 5.4% from March 31, 2001 primarily as a result of continuing net asset inflows, offset by market
depreciation. Active equity and balanced assets under management, which comprise approximately 61% of total assets under management, were 6.5% higher.
Active fixed income, including cash management products, assets under management, which comprise approximately 32% of total assets under management,
increased by 4.6%.
 
In the first quarter of 2002, sales of Alliance Mutual Fund shares, excluding cash management products, were $9.2 billion compared to sales of $9.4 billion in
the first quarter of 2001. The decrease in mutual fund sales, along with a decrease in redemptions, resulted in net Alliance Mutual Fund share sales of $2.4
billion for the three months ended March 31, 2002, an increase of 20.0% from the $2.0 billion for the three months ended March 31, 2001.
 
Assets Under Management (1):

         

(Dollars in billions)
 

3/31/02
 

3/31/01
 

$ Change
 

% Change
 

Retail
 

$ 169.5
 

$ 172.1
 

$ (2.6 ) (1.5 )%
Institutional investment management

 

242.1
 

220.9
 

21.2
 

9.6
 

Private client
 

40.6
 

36.0
 

4.6
 

12.8
 

Total
 

$ 452.2
 

$ 429.0
 

$ 23.2
 

5.4 %
 
Assets Under Management by Investment Orientation (1):

         

(Dollars in billions)
 

3/31/02
 

3/31/01
 

$ Change
 

% Change
 

Active equity & balanced - Growth
         

U.S.
 

$ 126.6
 

$ 138.8
 

$ (12.2 ) (8.8 )%
Global & international

 

39.1
 

28.7
 

10.4
 

36.2
 

Active equity & balanced - Value
         

U.S.
 

83.8
 

71.7
 

12.1
 

16.9
 

Global & international
 

24.4
 

18.1
 

6.3
 

34.8
 

Total active equity & balanced
 

273.9
 

257.3
 

16.6
 

6.5
 

Active fixed income
         

U.S.
 

115.5
 

116.3
 

(0.8 ) (0.7 )
Global & international

 

31.4
 

24.1
 

7.3
 

30.3
 

Passive
         

U.S.
 

24.9
 

26.8
 

(1.9 ) (7.1 )
Global & international

 

6.5
 

4.5
 

2.0
 

44.4
 

Total
 

$ 452.2
 

$ 429.0
 

$ 23.2
 

5.4 %
 
Average Assets Under Management (1) (2):

 
Three months ended

   

(Dollars in billions)
 

3/31/02
 

3/31/01
 

% Change
 

Retail
 

$ 168.7
 

$ 177.0
 

(4.7 )%
Institutional investment management

 

239.6
 

237.6
 

0.8
 

Private client
 

39.7
 

36.5
 

8.8
 

Total
 

$ 448.0
 

$ 451.1
 

(0.7 )%
        

Annualized Fee Base (3):
       

(Dollars in millions)
 

3/31/02
 

3/31/01
 

% Change
 

Retail
 

$ 908.5
 

$ 931.0
 

(2.4 )%
Institutional investment management

 

606.5
 

557.9
 

8.7
 

Private client
 

335.2
 

294.4
 

13.9
 

Total
 

$ 1,850.2
 

$ 1,783.3
 

3.8 %
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Analysis of Assets Under Management (1):

             

(Dollars in billions)
 

2002
 

2001
 

  Retail  

Institutional
Investment

Mgmt  
Private
Client  Total  Retail  

Institutional 
Investment 

Mgmt  
Private
Client  Total  

Balance at January 1,
 

$ 171.5
 

$ 241.5
 

$ 39.2
 

$ 452.2
 

$ 176.9
 

$ 237.4
 

$ 35.7
 

$ 450.0
 

Sales/new accounts
 

9.3
 

6.3
 

1.9
 

17.5
 

10.5
 

5.7
 

1.1
 

17.3
 

Redemptions/terminations
 

(6.9 ) (3.2 ) (0.7 ) (10.8 ) (7.7 ) (3.3 ) (0.7 ) (11.7 )
Net cash management sales

 
(1.5 ) —

 
—

 
(1.5 ) 5.0

 
—

 
—

 
5.0

 

Cash flow/unreinvested dividends
 

(0.2 ) 0.4
 

(0.3 ) (0.1 ) (0.2 ) (0.6 ) 0.3
 

(0.5 )
Net asset inflows

 
0.7

 
3.5

 
0.9

 
5.1

 
7.6

 
1.8

 
0.7

 
10.1

 

Australia JV company
 

—
 

—
 

—
 

—
 

5.4
 

3.2
 

—
 

8.6
 

Market appreciation (depreciation)
 

(2.7 ) (2.9 ) 0.5
 

(5.1 ) (17.8 ) (21.5 ) (0.4 ) (39.7 )
Net change

 
(2.0 ) 0.6

 
1.4

 
—

 
(4.8 ) (16.5 ) 0.3

 
(21.0 )

Balance at March 31,
 

$ 169.5
 

$ 242.1
 

$ 40.6
 

$ 452.2
 

$ 172.1
 

$ 220.9
 

$ 36.0
 

$ 429.0
 

 

(1) Excludes certain non-discretionary relationships. Certain amounts in the 2001 presentation have been reclassified to conform to
the 2002 presentation.

(2) Average monthly AUM.
(3) Annualized Fee Base is defined as period end AUM times contractual annualized fee rates; assumes no change in AUM or fee

rates for one year.
 
 



Assets under management at March 31, 2002 were $452.2 billion, unchanged from December 31, 2001. Retail assets under management at March 31, 2002
were $169.5 billion, a decrease of $2.0 billion or 1.2% from December 31, 2001, due to market depreciation of $2.7 billion offset by net asset inflows of $0.7
billion. Institutional investment management assets under management at March 31, 2002 were $242.1 billion, an increase of $0.6 billion or 0.2% from
December 31, 2001. This increase was due to net asset inflows of $3.5 billion offset by market depreciation of $2.9 billion. Private client assets under
management at March 31, 2002 were $40.6 billion, an increase of $1.4 billion or 3.6% from December 31, 2001. This increase was due to net asset inflows of
$0.9 billion and market appreciation of $0.5 billion.
 
Assets under management at March 31, 2001 were $429.0 billion, a decrease of $21.0 billion or 4.7% from December 31, 2000. Retail assets under
management at March 31, 2001 were $172.1 billion, a decrease of $4.8 billion or 2.7% from December 31, 2000, due to market depreciation of $17.8 billion,
offset by $5.4 billion contributed to a new Australia JV company and net asset inflows of $7.6 billion. Institutional investment management assets under
management at March 31, 2001 were $220.9 billion, a decrease of $16.5 billion or 7.0% from December 31, 2000. This decrease was due to market
depreciation of $21.5 billion offset by $3.2 billion contributed to a new Australia JV company and net asset inflows of $1.8 billion. Private client assets under
management at March 31, 2001 were $36.0 billion, an increase of $0.3 billion or 0.8% from December 31, 2000. This increase was due to net asset inflows of
$0.7 billion offset by market depreciation of $0.4 billion.
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Consolidated Results of Operations

  
Three Months Ended

   

(Dollars in millions)
 

3/31/02
 

3/31/01
 

% Change
 

Revenues
 

$ 720.5
 

$ 742.4
 

(2.9 )%
Expenses

 

543.8
 

580.4
 

(6.3 )
Income before income taxes

 

176.7
 

162.0
 

9.1
 

Income taxes
 

8.8
 

9.7
 

(9.3 )
Net income

 

$ 167.9
 

$ 152.3
 

10.2
 

Diluted net income per Unit
 

$ 0.66
 

$ 0.59
 

11.9
 

        
Net income as adjusted

 

$ 167.9
 

$ 190.2 (1) (11.7 )
Diluted net income per Unit as adjusted

 

$ 0.66
 

$ 0.74 (1) (10.8 )
        
Net income

 

$ 167.9
 

$ 152.3
 

10.2
 

Amortization of intangibles and goodwill
 

5.2
 

43.1
 

(87.9 )
Net operating earnings (2)

 

$ 173.1
 

$ 195.4
 

(11.4 )
        
Base fee earnings

 

$ 169.2
 

$ 192.2
 

(12.0 )
Performance fee earnings

 

3.9
 

3.2
 

21.9
 

Net operating earnings (2)
 

$ 173.1
 

$ 195.4
 

(11.4 )
        
Diluted net income per Unit

 

$ 0.66
 

$ 0.59
 

11.9
 

Amortization of intangibles and goodwill per Unit
 

0.02
 

0.17
 

(88.2 )
Net operating earnings per Unit

 

$ 0.68
 

$ 0.76
 

(10.5 )
        
Base fee earnings per Unit

 

$ 0.66
 

$ 0.75
 

(12.0 )
Performance fee earnings per Unit

 

0.02
 

0.01
 

100.0
 

Net operating earnings per Unit
 

$ 0.68
 

$ 0.76
 

(10.5 )
        
Distributions per Unit

 

$ 0.67
 

$ 0.75
 

(10.7 )%
Pre-tax operating margin (3)

 

30.8 % 34.1 %
  

 

(1)                                  Net income as adjusted excludes the effect of amortization of goodwill for the three months ended March 31, 2001.
(2)                                  Net operating earnings: Net income excluding amortization of intangibles and goodwill.
(3)                                  Income before income taxes (excluding amortization of intangibles and goodwill) as a percentage of revenues (excluding distribution revenues).
 
Net income for the three months ended March 31, 2002 increased $15.6 million or 10.2% to $167.9 million from net income of $152.3 million for the three
months ended March 31, 2001. The increase was principally due to a decrease in expenses, primarily amortization of goodwill from the adoption of Statement
of Financial Accounting Standards No. 142 (“SFAS 142”) on January 1, 2002 and promotion and servicing, offset by a decrease in revenues, primarily
investment advisory and services fees and distribution revenues.
 
REVENUES
 

  
Three months ended

   

(Dollars in millions)
 

3/31/02
 

3/31/01
 

% Change
 

Investment advisory and services fees:
       

Retail
 

$ 217.9
 

$ 253.9
 

(14.2 )%
Institutional investment management

 

165.7
 

160.0
 

3.6
 

Private client
 

102.7
 

83.9
 

22.4
 

Subtotal
 

486.3
 

497.8
 

(2.3 )
Distribution revenues

 

129.2
 

140.4
 

(8.0 )
Institutional research services

 

71.8
 

64.4
 

11.5
 

Shareholder servicing fees
 

24.6
 

22.6
 

8.8
 

   



Other revenues, net 8.6 17.2 (50.0 )
Total

 

$ 720.5
 

$ 742.4
 

(2.9 )%
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INVESTMENT ADVISORY AND SERVICES FEES
Investment advisory and services fees, the largest component of the Operating Partnership’s revenues, are generally calculated as a small percentage of the
value of assets under management and vary with the type of account managed. Fee income is therefore affected by changes in the amount of assets under
management, including market appreciation or depreciation, the addition of new client accounts or client contributions of additional assets to existing
accounts, withdrawals of assets from and termination of client accounts, purchases and redemptions of mutual fund shares, and shifts of assets between
accounts or products with different fee structures. Investment advisory and services fees include brokerage transaction charges of Sanford C. Bernstein & Co.,
LLC (“SCB LLC”), a wholly-owned subsidiary of the Operating Partnership, for substantially all private client transactions and certain institutional
investment management client transactions. Investment advisory and services fees for the three months ended March 31, 2002 decreased 2.3% from first
quarter 2001.
 
Certain investment advisory contracts provide for a performance fee, in addition to or in lieu of a base fee, that is calculated as either a percentage of absolute
investment results or a percentage of investment results in excess of a stated benchmark over a specified period of time.  Performance fees are recorded as
revenue at the end of the measurement period and will generally be higher in favorable markets and lower in unfavorable markets, which may increase the
volatility of the Operating Partnership’s revenues and earnings. Performance fees aggregated $6.2 million for the three months ended March 31, 2002. The
$1.8 million, or 40.9%, increase in performance fees from $4.4 million in the first quarter of 2001 was primarily related to higher absolute and relative
investment returns on certain institutional investment advisory contracts.
 
Retail investment advisory and services fees for the three months ended March 31, 2002 decreased by $36.0 million or 14.2% from the three months ended
March 31, 2001 primarily as a result of a 4.7% decrease in average retail assets under management, a shift in assets to lower fee products and a $0.4 million
decrease in performance fees.
 
Institutional investment management investment advisory and services fees for the three months ended March 31, 2002 increased by $5.7 million or 3.6%
from the three months ended March 31, 2001 due primarily to a 0.8% increase in average assets under management, an increase in performance fees of $2.0
million and an increase in transaction charges.
 
Private client investment advisory and services fees for the three months ended March 31, 2002 increased by $18.8 million or 22.4% from the three months
ended March 31, 2001 due primarily to an 8.8% increase in average assets under management, a $0.2 million increase in performance fees and an increase in
transaction charges.
 
DISTRIBUTION REVENUES
The Operating Partnership’s subsidiary, Alliance Fund Distributors, Inc. (“AFD”), acts as distributor of the Alliance Mutual Funds and receives distribution
plan fees from those funds in reimbursement of distribution expenses it incurs. Distribution revenues for the three months ended March 31, 2002 decreased
8.0% from the three months ended March 31, 2001 principally due to lower average mutual fund assets under management attributable to market
depreciation.
 
INSTITUTIONAL RESEARCH SERVICES
Institutional research services revenue consists of brokerage transaction charges and underwriting syndicate revenues related to services provided to certain
institutional investors by SCB LLC. Brokerage transaction charges earned and related expenses are recorded on a trade date basis. Syndicate participation and
underwriting revenues include gains, losses and fees, net of syndicate expenses, arising from securities offerings in which SCB LLC acts as an underwriter or
agent. Syndicate participation and underwriting revenues are recorded on the offering date. Revenues from institutional research services for three months
ended March 31, 2002 were $71.8 million, an increase of 11.5% from the three months ended March 31, 2001 due to higher New York Stock Exchange
volume and increased market share.
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SHAREHOLDER SERVICING FEES
The Operating Partnership’s subsidiaries, Alliance Global Investor Services, Inc. and ACM Global Investor Services S.A., provide transfer agency services to
the Alliance Mutual Funds. Shareholder servicing fees for the three months ended March 31, 2002 increased 8.8% from the three months ended March 31,
2001 as a result of increases in the number of mutual fund shareholder accounts serviced. The number of shareholder accounts serviced increased to
approximately 7.6 million as of March 31, 2002 compared to approximately 6.7 million as of March 31, 2001.
 
OTHER REVENUES, NET
Other revenues, net consist principally of net interest income earned on securities loaned to and borrowed from brokers and dealers and administration and
recordkeeping services provided to the Alliance Mutual Funds. Investment income and changes in value of other investments are also included. Other
revenues, net for the three months ended March 31, 2002 decreased 50.0% from the three months ended March 31, 2001 primarily as a result of lower net
interest income earned on securities loaned to and borrowed from brokers and dealers.
 
EXPENSES
 

  
Three months ended

   

(Dollars in millions)
 

3/31/02
 

3/31/01
 

% Change
 

Employee compensation and benefits
 

$ 236.1
 

$ 220.1
 

7.3 %
Promotion and servicing

 

213.5
 

229.1
 

(6.8 )
General and administrative

 

80.6
 

75.5
 

6.8
 

Interest
 

8.4
 

12.6
 

(33.3 )
   



Amortization of intangible assets 5.2 43.1 (87.9 )
Total

 

$ 543.8
 

$ 580.4
 

(6.3 )%
 
EMPLOYEE COMPENSATION AND BENEFITS
In connection with the Bernstein Acquisition, all employees of Bernstein subsidiaries became employees of the Operating Partnership effective October 2,
2000. Employee compensation and benefits include salaries, commissions, fringe benefits and incentive compensation based on profitability. Provisions for
future payments to be made under certain deferred compensation arrangements are also included in employee compensation and benefits expense.
 
Employee compensation and benefits for the three months ended March 31, 2002 increased 7.3% from the three months ended March 31, 2001 primarily as a
result of increased commissions on private client transactions. The Operating Partnership had 4,475 employees at March 31, 2002 compared to 4,425 at
March 31, 2001.
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PROMOTION AND SERVICING
Promotion and servicing expenses include distribution plan payments to financial intermediaries for distribution of sponsored mutual funds and cash
management services’ products and amortization of deferred sales commissions paid to financial intermediaries for the sale of Back-End Load Shares under
the System. See “Capital Resources and Liquidity”. Also included in this expense category are travel and entertainment, advertising, promotional materials,
and investment meetings and seminars for financial intermediaries that distribute the Operating Partnership’s mutual fund products.
 
Promotion and servicing expenses for the three months ended March 31, 2002 decreased 6.8% from the three months ended March 31, 2001 primarily due to
lower distribution plan payments and a decrease of $1.3 million in amortization of deferred sales commissions. Other promotion and servicing expenses
decreased primarily as a result of lower travel and entertainment costs and lower advertising expenses.
 
GENERAL AND ADMINISTRATIVE
General and administrative expenses are costs related to operations, including technology, professional fees, occupancy, communications, equipment and
similar expenses. General and administrative expenses for the three months ended March 31, 2002 increased 6.8% from the three months ended March 31,
2001 principally as a result of higher occupancy expenses related to the Bernstein Acquisition.
 
INTEREST
Interest expense is incurred on the Operating Partnership’s borrowings and on deferred compensation owed to employees. Interest expense for the three
months ended March 31, 2002 decreased 33.3% from the three months ended March 31, 2001 primarily as a result of lower interest rates on short-term debt
and lower expenses incurred on deferred compensation liabilities.
 
TAXES ON INCOME
The Operating Partnership, a private limited partnership, is not subject to federal or state corporate income taxes. However, the Operating Partnership and
SCB LLC are subject to the New York City unincorporated business tax. Domestic corporate subsidiaries of the Operating Partnership are subject to federal,
state and local income taxes, and are generally included in the filing of a consolidated federal income tax return; separate state and local income tax returns
are filed. Foreign corporate subsidiaries are generally subject to taxes in the foreign jurisdictions where they are located.
 
Income tax expense of $8.8 million for the three months ended March 31, 2002 decreased $0.9 million from the three months ended March 31, 2001 primarily
as a result of a lower effective tax rate.
 
CAPITAL RESOURCES AND LIQUIDITY
 
Partners’ capital of the Operating Partnership was $3,918.6 million at March 31, 2002, a decrease of $69.6 million or 1.7% from $3,988.2 million at
December 31, 2001. The decrease is primarily due to cash distributions in respect of the Operating Partnership’s Available Cash Flow (as defined in the
Alliance Capital Partnership Agreement) for the fourth quarter of 2001 paid in the first quarter of 2002 and the purchase of Alliance Holding Units to fund
deferred compensation plans, net.
 
Cash flow from operations, proceeds from borrowings and proceeds from the issuance of Operating Partnership Units to AXA Financial and its subsidiaries
have been the Operating Partnership’s principal sources of working capital.
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The Operating Partnership’s cash and cash equivalents decreased $22.1 million during the three months ended March 31, 2002. Cash inflows for the first
three months included $142.4 million from operations, net borrowings of $90.3 million and net proceeds from sales of investments of $15.2 million. Cash
outflows included cash distributions of $187.7 million, purchases of Alliance Holding Units to fund deferred compensation plans of $75.7 million and capital
expenditures of $14.7 million.
 
The Operating Partnership’s mutual fund distribution system (the “System”) includes a multi-class share structure. The System permits the Operating
Partnership’s open-end mutual funds to offer investors various options for the purchase of mutual fund shares, including the purchase of Front-End Load
Shares and Back-End Load Shares. The Front-End Load Shares are subject to a conventional front-end sales charge paid by investors to AFD at the time of
sale. AFD in turn compensates the financial intermediaries distributing the funds from the front-end sales charge paid by investors. For Back-End Load
Shares, investors do not pay a front-end sales charge although, if there are redemptions before the expiration of the minimum holding period (which ranges
from one year to four years), investors pay a contingent deferred sales charge (“CDSC”) to AFD. While AFD is obligated to compensate the financial
intermediaries at the time of the purchase of Back-End Load Shares, it receives higher ongoing distribution fees from the funds. Payments made to financial
intermediaries in connection with the sale of Back-End Load Shares under the System, net of CDSC received, reduced cash flow from operations by
approximately $35.0 million for the three months ended March 31, 2002. Management believes AFD will recover the payments made to financial
intermediaries for the sale of Back-End Load Shares from the higher distribution fees and CDSC it receives over periods not exceeding 5 1/2 years.



 
During 1998, Alliance Holding increased its commercial paper program to $425 million and entered into a $425 million five-year revolving credit facility
with a group of commercial banks to provide back-up liquidity for the commercial paper program.  Under the credit facility, the interest rate, at the option of
the borrower, is a floating rate generally based upon a defined prime rate, a rate related to the London Interbank Offered Rate (LIBOR) or the Federal Funds
rate. A facility fee is payable on the total facility. Borrowings under the credit facility and the commercial paper program may not exceed $425 million in the
aggregate. In July 1999, Alliance Holding entered into a $200 million three-year revolving credit facility with a group of commercial banks. In October 1999,
Alliance Holding reorganized by transferring its business and assets to Alliance Capital, a newly formed operating partnership, in exchange for all of the
Alliance Capital Units (“Reorganization”). In connection with the Reorganization, the Operating Partnership assumed Alliance Holding’s rights and
obligations under all of these programs and facilities. During October 2000, the Operating Partnership entered into a $250 million two-year revolving credit
facility. The terms of the $200 million and $250 million credit facilities are generally similar to the $425 million credit facility. The revolving credit facility
will be used to fund commission payments to financial intermediaries for the sale of Back-End Load Shares under the Operating Partnership’s mutual fund
distribution system, capital expenditures and for general working capital purposes.
 
The revolving credit facilities contain covenants which, among other things, require the Operating Partnership to meet certain financial ratios.
 
In December 1999, the Operating Partnership established a $100 million Extendible Commercial Notes (“ECN”) program as a supplement to its $425 million
commercial paper program. ECNs are short-term uncommitted debt instruments that do not require back-up liquidity support.
 
In August 2001, the Operating Partnership issued $400 million 5.625% Notes (“Senior Notes”) in a public offering. The registration statement filed with the
Securities and Exchange Commission allows for the issuance of up to $600 million in senior debt securities. The Senior Notes mature in 2006 and are
redeemable at any time. The proceeds from the Senior Notes were used to reduce commercial paper and credit facility borrowings and for other general
partnership purposes.
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The Operating Partnership’s outstanding debt and weighted average interest rates at March 31, 2002 and 2001 were as follows:
 

  
March 31,

 

  
2002

 
2001

 

(Dollars in millions)  
Total

Available  Balance  
Interest

Rate  
Total

Available  Balance  
Interest

Rate  
Senior Notes

 

$ 600.0
 

$ 398.1
 

5.9 % $ —
 

$ —
 

— %
Commercial paper

 

425.0
 

314.4
 

1.9
 

425.0
 

343.4
 

5.1
 

Revolving credit facilities(1)
 

450.0
 

—
 

—
 

450.0
 

242.0
 

5.2
 

ECN program
 

100.0
 

—
 

—
 

100.0
 

79.8
 

5.3
 

Other
 

n/a
 

6.5
 

4.4
 

n/a
 

6.0
 

4.5
 

Total
 

$ 1,575.0
 

$ 719.0
 

4.1 % $ 975.0
 

$ 671.2
 

5.1 %
 

(1)               Excludes the $425 million facility used to provide back-up liquidity for commercial paper program.
 
The Operating Partnership’s substantial equity base and access to public and private debt, at competitive terms, should provide adequate liquidity for its
general business needs. Management believes that cash flow from operations and the issuance of debt and Alliance Capital or Alliance Holding Units will
provide the Operating Partnership with the financial resources to meet its capital requirements for mutual fund sales and its other working capital
requirements.
 
COMMITMENTS AND CONTINGENCIES
 
The Operating Partnership’s capital commitments, which consist primarily of operating leases for office space, are generally funded from future operating
cash flows.
 
See “Note 6. Commitments and Contingencies" of the unaudited condensed consolidated financial statements contained in Item 1 of this Form 10-Q.
 
CASH DISTRIBUTIONS
 
The Operating Partnership is required to distribute all of its Available Cash Flow to the General Partner and Alliance Capital Unitholders.  The Available
Cash Flow of the Operating Partnership for the three months ended March 31, 2002 and 2001, respectively, was as follows:
 

  
Three months ended

 

  
3/31/02

 
3/31/01

 

Available Cash Flow (in thousands)
 

$ 168,728
 

$ 187,631
 

Distribution per unit
 

$ 0.67
 

$ 0.75
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FORWARD-LOOKING STATEMENTS
 
Certain statements provided by Alliance Capital and Alliance Holding in this report are “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statements are subject to risks, uncertainties and other factors which could cause actual
results to differ materially from future results expressed or implied by such forward-looking statements. The most significant of such factors include, but are
not limited to, the following: the performance of financial markets, the investment performance of sponsored investment products and separately managed
accounts, general economic conditions, future acquisitions, competitive conditions and government regulations, including changes in tax rates. Alliance
Capital and Alliance Holding caution readers to carefully consider such factors. Further, such forward-looking statements speak only as of the date on which



such statements are made; Alliance Capital and Alliance Holding undertake no obligation to update any forward-looking statements to reflect events or
circumstances after the date of such statements.
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Part II

 
OTHER INFORMATION

 
 
Item 1.    Legal Proceedings
 

On April 25, 2001, an amended class action complaint (“Miller Complaint”) entitled Miller, et al. v. Mitchell Hutchins Asset Management, Inc., et
al., was filed in federal district court in the Southern District of Illinois against Alliance Capital Management L.P. (“Alliance Capital”), Alliance
Fund Distributors, Inc. (“AFD”), and other defendants alleging violations of the federal Investment Company Act of 1940, as amended (“ICA”) and
breaches of common law fiduciary duty. The allegations in the Miller Complaint concern six mutual funds with which Alliance Capital has
investment advisory agreements, including Alliance Premier Growth Fund (“Premier Growth Fund”), Alliance Health Care Fund, Alliance Growth
Fund, Alliance Quasar Fund, Alliance Fund, and Alliance Disciplined Value Fund. The principal allegations of the Miller Complaint are that (i)
certain advisory agreements concerning these funds were negotiated, approved, and executed in violation of the ICA, in particular because certain
directors of these funds should be deemed interested under the ICA; (ii) the distribution plans for these funds were negotiated, approved, and
executed in violation of the ICA; and (iii) the advisory fees and distribution fees paid to Alliance Capital and AFD, respectively, are excessive and,
therefore, constitute a breach of fiduciary duty. Plaintiffs seek a recovery of certain fees paid by these funds to Alliance Capital. On March 12, 2002
the court issued an order granting defendants’ motion to dismiss the Miller Complaint. The court allowed plaintiffs up to and including April 1, 2002
to file an amended complaint comporting with its order. On April 1, 2002, plaintiffs filed a Second Amended Complaint. In the Second Amended
Complaint, shareholders of the Premier Growth Fund, the Alliance Growth and Income Fund, and the Alliance Quasar Fund claim that the advisory
and distribution fees paid by those funds are excessive. The nature of the allegations and relief sought in the Second Amended Complaint is
substantially similar to the Miller Complaint. On May 1, 2002, defendants filed a motion to dismiss the Second Amended Complaint. 

 
Alliance Capital and AFD believe that plaintiffs’ allegations in the Second Amended Complaint are without merit and intend to vigorously defend
against these allegations.  At the present time, management of Alliance Capital and AFD are unable to estimate the impact, if any, that the outcome
of this action may have on Alliance Capital’s results of operations or financial condition.

 
On December 7, 2001 a complaint entitled Benak v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Benak Complaint”)
was filed in federal district court in the District of New Jersey against Alliance Capital and Premier Growth Fund alleging violation of the ICA. The
principal allegations of the Benak Complaint are that Alliance Capital breached its duty of loyalty to Premier Growth Fund because one of the
directors of the General Partner of Alliance Capital served as a director of Enron Corp. (“Enron”) when Premier Growth Fund purchased shares of
Enron and as a consequence thereof the investment advisory fees paid to Alliance Capital by Premier Growth Fund should be returned as a means of
recovering for Premier Growth Fund the losses plaintiff allege were caused by the alleged breach of the duty of loyalty. Plaintiff seeks recovery of
certain fees paid by Premier Growth Fund to Alliance Capital. On December 21, 2001 a complaint entitled Roy v. Alliance Capital Management L.P.
and Alliance Premier Growth Fund (“Roy Complaint”) was filed in federal district court in the Middle District of Florida, Tampa Division, against
Alliance Capital and Premier Growth Fund. The allegations and relief sought in the Roy Complaint are virtually identical to the Benak Complaint.
On March 13, 2002 the court granted the defendants’ motion to transfer the Roy Complaint to federal district court in the District of New Jersey. On
December 26, 2001 a complaint entitled Roffe v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Roffe Complaint”) was
filed in federal district court in the District of New Jersey against Alliance Capital and Premier Growth Fund. The allegations and relief sought in the
Roffe Complaint are virtually identical to the Benak Complaint. On February 14, 2002 a complaint entitled Tatem v. Alliance Capital Management
L.P. and Alliance Premier Growth Fund (“Tatem Complaint”) was filed in federal district court in the District of New Jersey against Alliance Capital
and Premier Growth Fund. The allegations and relief sought in the Tatem Complaint are virtually identical to the Benak Complaint. On March 6,
2002 a complaint entitled Gissen v. Alliance Capital Management L.P. and Alliance Premier Growth Fund (“Gissen Complaint”) was filed in federal
district court in the District of New Jersey against Alliance Capital and Premier Growth Fund. The allegations and relief sought in the Gissen
Complaint are virtually identical to the Benak Complaint. Plaintiffs in the Benak, Roy, Roffe, Tatem and Gissen cases have moved to consolidate the
complaints.
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Alliance Capital believes the plaintiffs’ allegations in the Benak Complaint, Roy Complaint, Roffe Complaint, Tatem Complaint and Gissen
Complaint are without merit and intends to vigorously defend against these allegations. At the present time management of Alliance Capital is
unable to estimate the impact, if any, that the outcome of these actions may have on Alliance Capital’s results of operations or financial condition.

 
On April 8, 2002 in In re Enron Corporation Securities Litigation, a consolidated complaint (the “Enron Complaint”) was filed in the district court in
the Southern District of Texas, Houston Division, against numerous defendants, including Alliance Capital. The principal allegations of the Enron
Complaint, as they pertain to Alliance Capital, are that Alliance Capital violated Sections 11 and 15 of the Securities Act of 1933, with respect to a
registration statement filed by Enron and effective with the Securities and Exchange Commission on July 18, 2001, which was used to sell $1.9
billion Enron Corporation Zero Coupon Convertible Notes due 2021. Plaintiffs allege that Frank Savage, who was at that time an employee of
Alliance Capital and who was and remains a director of the general partner of Alliance Capital, signed the registration statement at issue. Plaintiffs
allege that the registration statement was materially misleading. Plaintiffs further allege that Alliance Capital was a controlling person of Frank
Savage. Plaintiffs therefore assert that Alliance Capital is itself liable for the allegedly misleading registration statement. Plaintiffs seek recission or a
recissionary measure of damages. The Enron Complaint specifically states that “[n]o allegations of fraud are made against or directed at” Alliance
Capital.



 
Alliance Capital believes the allegations of the Enron Complaint as to it are without merit and intends to vigorously defend against these allegations.
At the present time management of Alliance Capital is unable to estimate the impact, if any, that the outcome of this action may have on Alliance
Capital’s results of operations or financial condition.

 
On May 7, 2002, a complaint entitled The Florida State Board of Administration v. Alliance Capital Management L.P. (the “SBA Complaint”) was
filed in the Circuit Court of the Second Judicial Circuit, in and for Leon County, Florida against Alliance Capital.  The SBA Complaint alleges
breach of contract relating to the Investment Management Agreement between The Florida State Board of Administration (“SBA”) and Alliance
Capital, breach of the covenant of good faith and fair dealing contained in the Investment Management Agreement, breach of fiduciary duty,
negligence, gross negligence and violation of the Florida Securities and Investor Protection Act, in connection with purchases and sales of Enron
common stock for the SBA investment account.  The SBA seeks more than $300 million in compensatory damages and an unspecified amount of
punitive damages.

 
Alliance Capital believes the SBA’s allegations in the SBA Complaint are without merit and intends to vigorously defend against these allegations. 
At the present time management of Alliance Capital is unable to estimate the impact, if any, that the outcome of this action may have on Alliance
Capital’s results of operations or financial condition.

 
Alliance Capital and Alliance Capital Management Holding L.P. (“Alliance Holding”) are involved in various other inquiries, administrative
proceedings and litigation, some of which allege substantial damages. While any proceeding or litigation has the element of uncertainty, Alliance
Capital and Alliance Holding believe that the outcome of any one of the other lawsuits or claims that is pending or threatened, or all of them
combined, will not have a material adverse effect on Alliance Capital’s or Alliance Holding’s results of operations or financial condition.
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Item 2.    Changes in Securities
 

None.
 
Item 3.    Defaults Upon Senior Securities
 

None.
 
Item 4.    Submission of Matters to a Vote of Security Holders
 

None.
 
Item 5.    Other Information
 

None.
 
Item 6.    Exhibits and Reports on Form 8–K
 

(a)           Exhibits
 

10.101               Share Purchase Agreement dated as of May 2, 2001 by and between EFM Holdings GmbH and Alliance Capital Management
Corporation of Delaware relating to the purchase and sale of 51% of the outstanding share capital of East Fund
Managementberatung GmbH.

 
15                                    Independent Accountants’ Review Report

 
(b)           Reports on Form 8-K

 
On May 8, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a press release issued on
that date relating to a complaint entitled The Florida State Board of Administration v. Alliance Capital Management L.P.

 
On May 3, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to their First Quarter 2002
Review dated May 2, 2002.

 
On April 15, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a press release issued
April 12, 2002.

 
On April 9, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a complaint entitled In re
Enron Corporation Securities Litigation.

 
On March 15, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a press release issued
March 14, 2002.
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On February 15, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a press release issued
February 14, 2002.

 
On February 1, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to their Fourth Quarter
2001 Review dated January 31, 2002.

 
On January 16, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a press release issued
January 15, 2002.

 
On January 10, 2002 Alliance Capital and Alliance Holding each filed a Current Report on Form 8-K with respect to a complaint entitled
Roy v. Alliance Capital Management L.P. and Alliance Premier Growth Fund.
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SIGNATURE

 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 
 

ALLIANCE CAPITAL MANAGEMENT L.P.
 

Dated: May 13, 2002 By: Alliance Capital Management
  

Corporation, its General Partner
   
   
 

By: /s/ Robert H. Joseph, Jr.
  

Robert H. Joseph, Jr.
  

Senior Vice President &
  

Chief Financial Officer
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and
 
 

EFM HOLDINGS GMBH
 
 

relating to the purchase and sale
 
 

of
 

51% of the outstanding share capital
 
 

of
 
 

EAST FUND MANAGEMENTBERATUNG GMBH
 

 
Table of Contents

 
ARTICLE 1

DEFINITIONS
 

Section 1.01.  Definitions
 

ARTICLE 2
PURCHASE AND SALE

 
Section 2.01.  Purchase and Sale
Section 2.02.  Closing
 

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF SELLER

 
Section 3.01.  Corporate Existence and Power
Section 3.02.  Corporate Authorization
Section 3.03.  Governmental Authorization
Section 3.04.  Non-contravention
Section 3.05.  Ownership of Shares
Section 3.06.  Litigation
Section 3.07.  Finders’ Fees
Section 3.08.  Inspections; No Other Representations
 

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF BUYER

 
Section 4.01.  Corporate Existence and Power
Section 4.02.  Corporate Authorization
Section 4.03.  Governmental Authorization



Section 4.04.  Non-contravention
Section 4.05.  Litigation
Section 4.06.  Finders’ Fees
Section 4.07.  Purchase for Investment
Section 4.08.  Inspections; No Other Representations
 

ARTICLE 5
COVENANTS OF SELLER

 
Section 5.01.  Confidentiality
Section 5.02.  Contribution of Loans
Section 5.03.  Use of Alliance Information

 

 
Section 5.04.  Maintenance Of Insurance
Section 5.05.  Non-solicitation
 

ARTICLE 6
COVENANTS OF BUYER

 
Section 6.01.  Access
Section 6.02.  Trademarks; Tradenames
Section 6.03.  Payment Of Fees
Section 6.04.  Release From Partnership Agreement
 

ARTICLE 7
COVENANTS OF THE PARTIES

 
Section 7.01.  Reasonable Best Efforts; Further Assurances
Section 7.02.  Public Announcements
Section 7.03.  Release
Section 7.04.  Termination of Agreements and Arrangements
Section 7.05.  Cooperation on Tax Matters
 

ARTICLE 8
SURVIVAL; INDEMNIFICATION

 
Section 8.01.  Survival
Section 8.02.  Indemnification
Section 8.03.  Procedures
Section 8.04.  Calculation of Damages
Section 8.05.  Assignment of Claims
Section 8.06.  Exclusivity
 

ARTICLE 9
MISCELLANEOUS

 
Section 9.01.  Notices
Section 9.02.  Amendments and Waivers
Section 9.03.  Expenses
Section 9.04.  Successors and Assigns
Section 9.05.  Governing Law
Section 9.06.  Arbitration
Section 9.07.  Counterparts; Third Party Beneficiaries
Section 9.08.  Entire Agreement
Section 9.09.  Severability
Section 9.10.  Captions

 
ii

 
SHARE PURCHASE AGREEMENT

THIS AGREEMENT dated as of May 2, 2001 is by and between EFM Holdings GmbH, an Austrian Gesellschaft mit beschrankter Haftung
(“Buyer”) and Alliance Capital Management Corporation of Delaware, a Delaware corporation (“Seller”).

W  I  T  N  E  S  S  E  T  H :

WHEREAS, Buyer is a new entity formed by certain former executives of Seller or its Affiliates (as defined herein) for the purpose of effecting the
transactions contemplated hereby;



WHEREAS, Seller owns 51% of the issued and outstanding share capital  of East Fund Managementberatung GmbH (the “Joint Venture”);

WHEREAS, Seller desires to sell the Share (as defined herein) to Buyer, and Buyer desires to purchase the Share from Seller, upon the terms and
subject to the conditions hereinafter set forth;

WHEREAS, simultaneous with the consummation of the transactions contemplated by this Agreement, Buyer intends to purchase the remaining
49% outstanding interest in the Joint Venture from Capital Invest (as defined herein)  (the “Concurrent Purchase”);

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as
follows:

ARTICLE 1
DEFINITIONS

Section 1.01.  Definitions.  (a) The following terms, as used herein, have the following meanings:

“Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by, or under common control with such
Person; provided that neither the Joint Venture nor any of its Subsidiaries shall be considered an Affiliate of either Seller or, prior to the Closing Date, Buyer. 
For purposes hereof, the term “control” (including the correlative terms “controlling,” “controlled by” and “under common control with”) means the
possession of the direct or indirect power to direct or cause the direction of the

 

 
management and policies of a Person, whether through the ownership of voting securities, by contract, or otherwise.

“Alliance Capital” means Alliance Capital Management L.P.

 “Alliance Research” means all research reports, market research, “sell side” research, and other investment related research information (including
the related analysis, statistical and economic data) generated by Alliance Capital or any of its wholly-owned Subsidiaries, (i) including, without limitation,
those generated by economists and analysts employed by Alliance Capital or any of its wholly-owned Subsidiaries and those made available to Alliance
Capital’s largest clients through a service generally referred to as “Alliance Capital Express Research” and (ii) excluding any of the foregoing used or to be
used by Alliance Capital or any of its Subsidiaries to evaluate investments to be made solely for its own account and not otherwise made available to clients
of Alliance Capital or its Subsidiaries.

“ATS” means Austrian Schillings.

“Business Day” means any day other than a day on which banks are authorized or required to be closed in New York, New York or Vienna, Austria.

“CAIB” means CA IB Investmentbank Aktiengesellschaft.

“Capital Invest” means CAPITAL INVEST die Kapitalanlagegesellschaft der Bank Austria/Creditanstalt Gruppe GmbH.

A “Change of Control” shall be deemed to occur at any time that (i) the Williams Group ceases to beneficially own (within the meaning of Rule
13d-3 promulgated under the Securities Act of 1934, as amended) at least 51% of the direct or indirect voting power of the Joint Venture or (ii) the Joint
Venture sells, leases or otherwise transfers, directly or indirectly, all or substantially all of its assets to any Person (other than to an Affiliate thereof, at least
51% of which is beneficially owned by the Williams Group).

“Closing Date” means the date of this Agreement.

“Competing Business” means any investment management business other than the business of managing, promoting, forming, advising, financing
or marketing investment funds and portfolios in the private equity market.  For the avoidance of doubt, neither the Joint Venture or any of its Affiliates shall
be deemed to be engaged in a “Competing Business” by virtue of any interest it or any of its directors, officers or stockholders have in any business
conducted by Alliance Capital or any of its Subsidiaries or by virtue of its winding down all of the retail funds currently managed by the Joint Venture.
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“Joint Venture Documents” means any contract, agreement or other arrangement relating to the organization, management, affairs or business of

the Joint Venture.

“knowledge of Seller” means matters actually known to the Chief Executive Officer, the Chief Financial Officer or the General Counsel of Alliance
Capital.

“Lien” means with respect to any property or asset, any mortgage, lien, pledge, charge, security interest or encumbrance in respect of such property
or asset.

“Notarial Deed and Assignment Agreement” means the Notarial Deed and Assignment Agreement to be filed in Austria to effect the purchase and
sale of the Share as set forth in this Agreement under Austrian law.

“Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including a
government or political subdivision or an agency or instrumentality thereof.

“Powers of Attorney” shall mean the powers of attorney executed by each of Buyer and Seller sufficient to give each of their respective agents in
Austria the requisite authority to execute and file the Notarial Deed and Assignment Agreement in Austria on their behalf.



“Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary voting power to elect a
majority of the board of directors or other persons performing similar functions are at the time directly or indirectly owned by such Person.

“Third Party Research” means all research reports, market research, “sell side” research, and other investment related research information
(including the related analyses, statistical and economic data) generated by third parties or entities in which Alliance owns an equity interest (including, but
not limited to, Alliance Capital’s non-wholly owned Subsidiaries and any entity structured as a joint venture or partnership in which Alliance Capital has an
equity interest) for the benefit or use of Alliance Capital or any of its Subsidiaries, but excluding any of the foregoing used by Alliance Capital or any of its
Subsidiaries to evaluate investments to be made solely for its own account and not otherwise made available to clients of Alliance Capital or its Subsidiaries.
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“Williams Group” means, collectively, Dave H. Williams, Reba W. Williams, their lawful heirs and/or trust(s) established primarily for the benefit

of Mr. and/or Mrs. Williams and/or members of their family.

(b)   Each of the following terms is defined in the Section set forth opposite such term:

 
Term

 
Section

 

Alliance Information
 

5.03
 

Arbitration Notice
 

9.06
 

ATS
 

Recitals
 

BankAustria
 

2.02
 

Claim
 

8.03
 

Closing
 

2.02
 

Concurrent Purchase
 

Recitals
 

Damages
 

8.02
 

Indemnified Party
 

8.03
 

Indemnifying Party
 

8.03
 

Joint Venture
 

Recitals
 

Non-Compete
 

2.02
 

Partnership Agreement
 

6.04
 

Potential Contributor
 

8.05
 

Purchase Price
 

2.01
 

Releasing Party
 

5.02
 

Rules
 

9.06
 

Share
 

2.01
 

Third Party Claim
 

8.03
 

Transfer Taxes
 

2.02
 

ARTICLE 2
PURCHASE AND SALE

Section 2.01.  Purchase and Sale.  Upon the terms and subject to the conditions of this Agreement, Seller agrees to sell to Buyer, and Buyer agrees to
purchase from Seller, Seller’s entire participation (Geschäftsanteil) in the share capital of the Joint Venture, corresponding to a share (Stammeinlage) of
nominal value ATS 2,040,000 (the “Share”).  The purchase price for the Share (the “Purchase Price”) is $2,500,000 (two million and five hundred thousand
United States dollars) in cash.  The Purchase Price shall be paid as provided in Section 2.02.
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Section 2.02.  Closing.  (a) The closing (the “Closing”) of the purchase and sale of the Share hereunder shall take place at the offices of Davis Polk

& Wardwell, 450 Lexington Avenue, New York, New York, or such other place as Buyer and Seller may agree, simultaneously with the execution and
delivery of this Agreement.

(b)   At the Closing:

(i)    Buyer shall cause to be delivered to Seller the Purchase Price in immediately available funds by wire transfer to an account of
Seller with a bank previously designated by Seller;

(ii)   The Notarial Deed and Assignment Agreement shall be executed and filed in Austria by the agents designated by each of Buyer
and Seller pursuant to the Powers of Attorney;

(iii)  Buyer shall deliver to Seller a certificate or certificates (A) signed by the Joint Venture, CA IB (or its successor) and BankAustria
Aktiengesellschaft (“BankAustria”) acknowledging that Seller’s obligations under Article 10 (Non-Competition/Exclusivity Covenant) of the Stock
Purchase Agreement dated as of March 3, 1998 among the Joint Venture, CA, IB, Bank Austria and Seller (the “Non-Compete”) are no longer in
effect, (B) signed by Capital Invest acknowledging that its right of first refusal under Section 11 of the articles of association of the Joint Venture is
no longer in effect and (C) signed by CAIB acknowledging that its right to purchase 1% of the Share pursuant to a Stockholder Option Agreement
dated August 26, 1998 between Seller and CAIB is no longer in effect;

(iv)  Seller shall deliver to Buyer a certificate signed by Seller (A) acknowledging that the obligations of CA IB, Bank Austria and the
Joint Venture under the Non-Compete are no longer in effect and (B) acknowledging that its right of first refusal under Section 11 of the articles of
association of the Joint Venture is no longer in effect; and



(v)   Seller will deliver to Buyer the resignation and general release in favor of the Joint Venture (in form and substance satisfactory to
Buyer) of each of Robert Joseph and Norman Bergel, effective as of the Closing, from their position with the Joint Venture; provided that any such
release shall specifically exclude any present or future claim Mr. Joseph or Mr. Bergel (as applicable) may have against the Joint Venture for
indemnification related to third party claims arising out or related to his service as a director or representative of the Joint Venture.
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(c)   All transfer, documentary, sales, use, stamp, registration, value added and other such taxes and fees (including any penalties and interest)

incurred in connection with transactions contemplated by this Agreement (including any real property transfer tax and any similar tax) (“Transfer Taxes”)
and any expenses in connection with the filing of necessary tax returns and other documentation with respect to such taxes shall be borne equally by Buyer
and Seller.  Seller and Buyer shall cooperate in the filing of all necessary tax returns and other documentation with respect to all such taxes and fees.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF SELLER

Seller represents and warrants to Buyer as of the date hereof that:

Section 3.01.  Corporate Existence and Power.  Seller is a corporation duly incorporated, validly existing and in good standing under the laws of the
State of Delaware and has all requisite powers and all material governmental licenses, authorizations, permits, consents and approvals required to carry on its
business as now conducted.

Section 3.02.  Corporate Authorization.  The execution, delivery and performance by Seller of this Agreement and the Notarial Deed and
Assignment Agreement and the consummation by Seller of the transactions contemplated hereby and thereby are within the corporate powers of Seller and
have been duly authorized by all necessary corporate action on the part of Seller.  This Agreement constitutes and, when executed and delivered in accordance
with its terms, the Notarial Deed and Assignment Agreement will constitute, a valid and binding agreement of Seller, enforceable in accordance with its
terms.

Section 3.03.  Governmental Authorization.  The execution, delivery and performance by Seller of this Agreement and the Notarial Deed and
Assignment Agreement and the consummation by Seller of the transactions contemplated hereby and thereby, require no material action by or in respect of, or
material filing with, any governmental body, agency or official.

Section 3.04.  Non-contravention. The execution, delivery and performance by Seller of this Agreement and the Notarial Deed and Assignment
Agreement and the consummation of the transactions contemplated hereby and thereby do not and will not (i) violate the constituent documents of Seller, (ii)
violate any law, rule, regulation, judgment, injunction, order or decree applicable to Seller, (iii) require any consent or other action by any Person under,
constitute a default under, or give rise to any right of termination, cancellation or acceleration of any right or obligation of Seller or to a loss of any benefit to
which Seller is entitled under any provision of any agreement or other instrument
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binding upon Seller or (iv) result in the creation or imposition of any material Lien on any asset of Seller.

 
Section 3.05.  Ownership of Shares.  Seller is the record and beneficial owner of the Share, which, to the knowledge of Seller, constitutes 51% of the

entire authorized and outstanding share capital of the Joint Venture, free and clear of any Lien, and will transfer and deliver to Buyer at the Closing valid title
to the Share, free and clear of any Lien.  Seller has not sold, assigned or transferred any portion of the Share, nor is there any outstanding subscriptions,
options, warrants, calls, puts, contracts, demands, commitments, rights of first refusal or other arrangements or agreements with respect to the Share.

Section 3.06.  Litigation. There is no action, suit, investigation or proceeding pending against, or to the knowledge of Seller threatened against or
affecting, Seller or any of its officers or directors before any court or arbitrator or any governmental body, agency or official which in any manner challenges
or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement or the Notarial Deed and Assignment Agreement.

Section 3.07.  Finders’ Fees.  There is no investment banker, broker, finder or other intermediary which has been retained by or is authorized to act
on behalf of Seller that might be entitled to any fee or commission from Buyer or the Joint Venture in connection with the transactions contemplated by this
Agreement or the Notarial Deed and Assignment Agreement.

Section 3.08.  Inspections; No Other Representations.  Except expressly as set forth in this Agreement, Seller has not relied on any representations or
warranties of Buyer to make its decision with respect to the execution, delivery and performance of this Agreement and the Notarial Deed and Assignment
Agreement.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Seller as of the date that:

Section 4.01.  Corporate Existence and Power.  Buyer is a Gesellschaft mit beschrankter Haftung duly incorporated, validly existing and in good
standing under the laws of Austria and has all requisite powers and all material governmental licenses, authorizations, permits, consents and approvals
required to carry on its business as now conducted.

Section 4.02.  Corporate Authorization.  The execution, delivery and performance by Buyer of this Agreement and the Notarial Deed and
Assignment
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Agreement and the consummation by Buyer of the transactions contemplated hereby and thereby are within the corporate powers of Buyer and have been
duly authorized by all necessary corporate action on the part of Buyer.  This Agreement constitutes and, when executed and delivered in accordance with its
terms, the Notarial Deed and Assignment Agreement will constitute, a valid and binding agreement of Buyer, enforceable in accordance with its terms.

Section 4.03.  Governmental Authorization.  The execution, delivery and performance by Buyer of this Agreement and the Notarial Deed and
Assignment Agreement and the consummation by Buyer of the transactions contemplated hereby and thereby require no material action by or in respect of, or
material filing with, any governmental body, agency or official.

Section 4.04.  Non-contravention.  The execution, delivery and performance by Buyer of this Agreement and the Notarial Deed and Assignment
Agreement and the consummation of the transactions contemplated hereby and thereby do not and will not (i) violate the certificate of incorporation or
bylaws of Buyer, (ii) violate any applicable law, rule, regulation, judgment, injunction, order or decree, (iii)  require any consent or other action by any Person
under, constitute a default under, or give rise to any right of termination, cancellation or acceleration of any right or obligation of Buyer or to a loss of any
benefit to which Buyer is entitled under any provision of any agreement or other instrument binding upon Buyer or (iv) result in the creation or imposition of
any material Lien on any asset of Buyer.

Section 4.05.  Litigation.  There is no action, suit, investigation or proceeding pending against, or to the knowledge of Buyer threatened against or
affecting, Buyer or any of its officers or directors before any court or arbitrator or any governmental body, agency or official which in any manner challenges
or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement or the Notarial Deed and Assignment Agreement.

Section 4.06.  Finders’ Fees.  There is no investment banker, broker, finder or other intermediary which has been retained by or is authorized to act
on behalf of Buyer that might be entitled to any fee or commission from Seller or any of its Affiliates in connection with the transactions contemplated by this
Agreement or the Notarial Deed and Assignment Agreement.

Section 4.07.  Purchase for Investment. Buyer is purchasing the Share for investment for its own account and not with a view to, or for sale in
connection with, any distribution thereof.  Buyer (either alone or together with its advisors) has sufficient knowledge and experience in financial and business
matters so as to be capable of evaluating the merits and risks of its investment in the Share and is capable of bearing the economic risks of such investment.
To the extent necessary
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or appropriate, Buyer has engaged expert advisors, experienced in the evaluation and purchase of companies such as the Joint Venture as contemplated
hereunder.

Section 4.08.  Inspections; No Other Representations.  (a) Certain of the directors and shareholders, direct or indirect, of Buyer have been, and were,
immediately prior to the date hereof, employed by Seller and its Affiliates and have been actively involved in the management of the Joint Venture. 
Accordingly, Buyer (i) is familiar with the Joint Venture and its business, (ii) has at all times had complete and open access to the key employees, documents
and facilities of the Joint Venture and (iii) has conducted such investigation as it has deemed necessary to enable it to make an informed decision with respect
to the execution, delivery and performance of this Agreement and the Notarial Deed and Assignment Agreement.

(b)   Buyer agrees to accept the Share and the Joint Venture in the condition they are in on the Closing Date based upon its own inspection,
examination and determination with respect thereto as to all matters, and without reliance upon any express or implied representations or warranties of any
nature made by or on behalf of or imputed to Seller, except as expressly set forth in this Agreement or the Notarial Deed and Assignment Agreement. 
Without limiting the generality of the foregoing, Buyer acknowledges that Seller makes no representation or warranty with respect to (i) any projections,
estimates or budgets delivered to or made available to Buyer, its shareholders, directors or officers of future revenues, future results of operations (or any
component thereof), future cash flows or future financial condition (or any component thereof) of the Joint Venture or the future business and operations of
the Joint Venture or (ii) any other information or documents made available to Buyer or its counsel, accountants or advisors with respect to the Joint Venture
or its business or operations, except, in each case, as expressly set forth in this Agreement or the Notarial Deed and Assignment Agreement.

ARTICLE 5
COVENANTS OF SELLER

Seller agrees that:

Section 5.01.  Confidentiality.  Seller and its Subsidiaries will hold, and will use their best efforts to cause their respective officers, directors,
employees, accountants, counsel, consultants, advisors, agents and Affiliates to hold, in confidence, unless compelled to disclose by judicial or administrative
process or by other requirements of law, all confidential documents and information concerning the Joint Venture and Buyer furnished or otherwise made
available to Seller or its Subsidiaries on or prior to the Closing Date, except to the extent such information can be shown to have been (i) in the public domain
through no fault
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of Seller or its Subsidiaries or Affiliates (other than Affiliates of Seller that are, after the date hereof, also Affiliates of the Joint Venture) or (ii) lawfully
acquired by Seller after the Closing Date from sources other than Buyer or the Joint Venture; provided that Seller may disclose such information to its
officers, directors, employees, accountants, counsel, consultants, advisors, agents and Affiliates in connection with any matter relating to this Agreement or
the Notarial Deed and Assignment Agreement so long as such Persons are informed by Seller of the confidential nature of such information and are directed
by Seller to treat such information confidentially.  Seller shall be responsible for any failure to treat such information confidentially by such Persons.  The
obligation of Seller and its Subsidiaries to hold any such information in confidence shall be satisfied if they exercise the same care with respect to such
information as they would take to preserve the confidentiality of their own similar information.



Section 5.02.  Contribution of Loans.  Effective as of the Closing Date and in partial consideration of the Joint Venture’s agreement to comply with
the provisions of this Agreement applicable to it, Seller for itself and on behalf of all of its Subsidiaries (each, a “Releasing Party”) hereby releases the Joint
Venture from any and all indebtedness, liabilities and obligations with respect to the Joint Venture in respect of all funds that have been previously loaned
and/or advanced to the Joint Venture by any of the Releasing Parties, such amounts to be treated by all parties as having been contributed to the capital of the
Joint Venture by the Releasing Parties.  As of the date hereof, such outstanding balance is the equivalent in Austrian Schillings of $210,000 (two hundred and
ten thousand United States dollars).  Seller agrees that the Joint Venture shall be entitled to the benefits of the provisions of this Section 5.02 with the right to
enforce the terms hereof.

Section 5.03.  Use of Alliance Information.  (a) For the period beginning on the Closing Date and ending on the earliest to occur of (i) the fifth
anniversary thereof, (ii) the date on which a Change of Control shall have occurred and (iii) the date on which the Joint Venture or any of its Affiliates
engages (whether directly or indirectly, as a principal or for its own account or solely or jointly with others, or as a stockholder in any corporation or joint
stock association (other than where the Joint Venture or any of its Affiliates beneficially owns, as a passive investor, less than 5% of the equity or voting
interest in such corporation or joint stock association)) in a Competing Business, Seller agrees, subject to the provisions of clause (b) below, to (A) provide
the Joint Venture and its Affiliates with full access to the Alliance Research and to the Third Party Research and (B) provide the employees of the Joint
Venture and its Affiliates reasonable access, from time to time by way of telephone conversations, to analysts of Alliance Capital; provided that in the case of
clause (B) above, any such access shall not unreasonably interfere with the performance by any such analysts’ of the tasks, duties and responsibilities
assigned to them by Alliance Capital and its Affiliates. 
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The Joint Venture and its Affiliates shall have the right to use the information provided to it by Alliance Capital pursuant to this Section 5.03 (the “Alliance
Information”) internally and in making any investment decisions, provided that such use complies with (i) all regulatory and legal requirements applicable to
the Joint Venture and (ii) all contractual and licensing restrictions applicable to the use of the Third Party Research.

(b)   The Alliance Research shall be made available to the Joint Venture and its Affiliates on, and in accordance with, the most favorable terms
offered by Alliance Capital to any of its clients.  The Third Party Research shall be made available to the Joint Venture and its Affiliates in accordance with
the legal and contractual provisions applicable to such Third Party Research.  The foregoing notwithstanding, Seller shall have no obligation to provide the
Joint Venture or any of its Affiliates access to any Third Party Research if the granting of such access would, in the reasonable judgment of Seller, (i) violate
any legal or contractual obligation of Seller or its Affiliates to any third party or (ii) require Seller or any of its Affiliates to pay additional or incremental fees
or other amounts to any third party in connection with the use, dissemination or licensing of such Third Party Research; provided that, in the case of clause (i)
above, Seller agrees to use commercially reasonable efforts to obtain the consent of the relevant third party for the dissemination of such Third Party Research
to the Joint Venture and its Affiliates and, in the case of clause (ii) above, if Buyer or the Joint Venture is notified in advance of the amount of any such
incremental fees or other amounts and agrees to pay such amount, Seller shall provide the Joint Venture with access to the relevant Third Party Research. 
Any amounts which Buyer or the Joint Venture agrees to pay pursuant to this Section 5.03(b), shall be payable within 30 Business Days after demand for
payment by Alliance Capital.

(c)   Nothing contained in this Section 5.03 shall be construed or interpreted as creating an obligation on Alliance Capital to create or procure any
Alliance Research, Third Party Research or other information for the benefit of the Joint Venture or any of its Affiliates, nor shall Buyer, the Joint Venture or
any of its Affiliates have any right to direct the creation, or determine the substance or frequency, of any Alliance Information.  As of any date, Seller’s
obligations under this Section 5.03 shall be satisfied if it provides the Joint Venture and its Affiliates access to all of the Alliance Information that exists as of
such date in accordance with the terms and conditions of this Section 5.03.

(d)   Buyer understands that the Alliance Information is intended solely for the internal use and benefit of the Joint Venture and its Affiliates and
may not be disseminated, sold or otherwise provided to any third parties by the Joint Venture or any of its Affiliates.  Buyer acknowledges that Seller makes
no representation or warranty with respect to the Alliance Information and any use of or reliance upon such Alliance Information by Buyer, the Joint Venture
or any of its Affiliates shall be at their own risk.  Without limiting the generality the
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foregoing, Buyer hereby waives, and shall cause the Joint Venture and its Affiliates to waive, any and all actions or claims that it may have against Alliance
Capital or its Affiliates relating to or arising out of the Alliance Information, or the use thereof by Buyer, the Joint Venture or its Affiliates, including any
claim or action based upon any alleged negligence, gross negligence or strict liability of Alliance Capital or any of its Affiliates.

(e)   Buyer will hold, will cause its Affiliates to hold and will use their best efforts to cause their respective officers, directors, employees,
accountants, counsel, consultants, advisors and agents to hold, in confidence, unless compelled to disclose by judicial or administrative process or by other
requirements of law, the Alliance Information made available to the Joint Venture and its Affiliates by Seller pursuant to this Section 5.03, except to the extent
that such information can be shown to have been (i) previously known on a nonconfidential basis by Buyer or any of its Affiliates, (ii) in the public domain
through no fault of Buyer or (iii) later lawfully acquired by Buyer or any of its Affiliates from sources other than Alliance Capital or its Subsidiaries; provided
that Buyer may disclose such information to its officers, directors, employees, accountants, counsel, consultants, advisors and agents for use as contemplated
by this Section 5.03, so long as such Persons are informed by Buyer of the confidential nature of such information and are directed by Buyer to treat such
information confidentially.  Buyer shall be responsible for any failure to treat such information confidentially by such Persons.  The obligation of Buyer to
hold, and to cause its Affiliates to hold, any such information in confidence shall be satisfied if they exercise the same care with respect to such information as
they would take to preserve the confidentiality of their own similar information.

Section 5.04.  Maintenance Of Insurance.  Seller agrees, for the period beginning on the Closing Date and ending on the earliest to occur of (i) six
months thereafter, (ii) the date on which a Change of Control shall have occurred and (iii) the date on which the Joint Venture notifies Seller that such
coverage is no longer required, to maintain for the benefit of the Joint Venture, errors and omissions insurance covering the periods ending on or prior to the
Closing Date on terms with respect to coverage and amount no less favorable than those of such policy in effect immediately prior to the date hereof.  The
allocable cost of such insurance coverage shall be borne by the Joint Venture.

Section 5.05.  Non-solicitation.  For one year after the Closing Date, Seller agrees, and agrees to cause each of its Subsidiaries, not to solicit for
employment or as a consultant or hire or retain as a consultant any employee  (other than through public advertisement) of Buyer or the Joint Venture or any



of their respective Affiliates or in any way induce any such employee into terminating his or her employment, except (i) with the prior written consent of
Buyer or the Joint Venture, respectively or (ii) for employees that have been terminated by Buyer or the Joint Venture, respectively.
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ARTICLE 6
COVENANTS OF BUYER

Buyer agrees that:

Section 6.01.  Access.  Buyer will cause the Joint Venture and its Subsidiaries, on and after the Closing Date, to (a) afford promptly to Seller and its
agents reasonable access upon prior written notice and during normal business hours to their books of account, financial, tax and other records, employees
and auditors (and furnish financial and other data) to the extent reasonably necessary to permit Seller to respond to, defend, or determine the facts surrounding
any claim, action, proceeding, investigation or tax matter directed at or brought against Seller by any third party or taxing authority relating to the activities or
business of the Joint Venture and its Subsidiaries as conducted prior to the Closing Date; provided that any such access by Seller shall not unreasonably
interfere with the conduct of the business of the Joint Venture or its Subsidiaries and (b) instruct the employees of the Joint Venture and its Subsidiaries to
cooperate with the reasonable requests of Seller, its employees and its independent accountants in connection with the foregoing.  Seller shall treat all
information provided to it pursuant to this Section 6.01 as strictly confidential and shall comply with the terms of Section 5.01 with respect to such
information.

Section 6.02.  Trademarks; Tradenames.  (a) Except as set forth in Section 6.02(b), after the Closing, Buyer shall not, and shall not permit the Joint
Venture (or any of its Affiliates) to, use any trademarks or tradenames owned or used by Seller on the date hereof (or any derivations thereof), including
without limitation, the name “Alliance Capital”.

(b)   For the period beginning on the Closing Date and ending on the earliest to occur of (i) the fifth anniversary thereof, (ii) the date on which a
Change of Control shall have occurred and (iii) the date on which the Joint Venture or any of its Affiliates engages (whether directly or indirectly, as a
principal or for its own account or solely or jointly with others, or as a stockholder in any corporation or joint stock association (other than where the Joint
Venture or any of its Affiliates beneficially owns, as a passive investor, less than 5% of the equity or voting interest in such corporation or joint stock
association)) in a Competing Business, the Joint Venture and its Affiliates shall have the right to state in its marketing materials, advertisement or other
materials provided or distributed to clients, potential clients, portfolio companies or potential portfolio companies of the Joint Venture or its Affiliates that it is
“a research associate of Alliance Capital” or a “research affiliate of Alliance Capital” and shall have the right to include in any such materials a description of
Alliance Capital; provided, that Alliance Capital has previously reviewed and approved of such description of Alliance Capital and the use thereof, which
approval shall not be unreasonably withheld; and provided further that if such description is delivered by the Joint
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Venture to the attention of each of the General Counsel and the Chief Executive Officer of Alliance Capital and neither such individuals respond to the Joint
Venture within 10 days after receipt, the consent of Alliance Capital shall be deemed to have been received for the purposes of this Section 6.02(b).  For the
avoidance of doubt, it shall not be unreasonable for Alliance Capital to withhold its approval if in its reasonable judgment any such statements, or the use
thereof in any materials, would adversely affect any relationship that Alliance Capital or its Subsidiaries has with a third party or would otherwise have an
adverse effect on the business or affairs of Alliance Capital or its Subsidiaries.

(c)   The foregoing notwithstanding, (i) neither the Joint Venture nor any of its Affiliates may publicly display or use the name “Alliance Capital”
(or any derivation thereof) in Germany or in Austria and (ii) it shall be the sole responsibility of the Joint Venture and its Affiliates to ensure that the use by
any of them of the name “Alliance Capital” as contemplated by Section 6.02(b) strictly complies, and is in accordance, with all applicable regulatory and
legal requirements (including requirements under all applicable unfair competition laws) relating to (A) the Joint Venture or the applicable Affiliate and (B)
Alliance Capital or its Subsidiaries.  No consent granted by Alliance Capital for the use of the name “Alliance Capital” shall in any way relieve the Joint
Venture or its Affiliates of their obligations under this Section 6.02(c); provided that, the foregoing notwithstanding, (x) the Joint Venture and its Affiliates
shall not be deemed to have violated the provisions of Section 6.02(c)(i) above solely because they state that they are “a research associate of Alliance
Capital” or a “research affiliate of Alliance Capital” on any of their business cards or letterhead or in any private meetings that they may have with
institutional investors and (y) the Joint Venture and its Affiliates shall be deemed to be in compliance with the provisions of Section 6.02(c)(ii)(B) above if, in
any circumstance and in any jurisdiction, it uses and displays the name “Alliance Capital” strictly in accordance with the provisions of Section 6.02(b) and in
a manner that is substantially similar to the manner in which Alliance Capital or its Subsidiaries use the name “Alliance Capital” in such circumstance and in
such jurisdiction.

Section 6.03.  Payment Of Fees.  As consideration to Seller for affording the Joint Venture and its Affiliates access to the Alliance Information
pursuant to Section 5.03, and for granting the Joint Venture and its Affiliates certain rights of association with Alliance Capital pursuant to Section 6.02(b),
the Joint Venture hereby agrees to pay, and Buyer agrees to cause the Joint Venture to pay, to Seller a fee in an amount equal to (A) 51% of the portion of (i)
the net cash proceeds received by the Joint Venture and its Subsidiaries as a “carry interest” fee under its Investment Management Agreement dated May 9,
1997 with the Romanian Investment Fund Limited in respect of such fund’s investment in Titan Mar minus (ii) any portion of such fee that is payable to the
employees of the Joint Venture and its Subsidiaries pursuant to the agreements that exist on the date hereof and,
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in the aggregate, does not exceed 50% of the total “carry” interest received by the Joint Venture less (B) any and all value added, withholding and similar
taxes that would be imposed on the Joint Venture as a result of a payment to Seller pursuant to this Section 6.03.  Such payment shall be made to Seller in
cash within thirty days of the earlier to occur of (x) the date on which the amount of such “carry interest” fee has been finally determined by the Joint Venture
and (y) the date on which any portion of such “carry interest” fee (or any estimate thereof) has been paid to any employee of the Joint Venture or its
Subsidiaries.



Section 6.04.  Release From Partnership Agreement.  The Joint Venture and Seller each agree to cooperate with one another and to use its
commercially reasonable efforts (but without any payment of money) to (i) effect the transfer of  Albion Alliance LLC’s interest in Albion Alliance EFM
Limited to the Joint Venture and (ii) procure from the required parties to the Amended and Restated Agreement of Limited Partnership of the Czech Direct
Equity Fund I L.P. dated January 16, 1998 (the “Partnership Agreement”) an unconditional release of Seller from its obligations under Section 5.11
(Exclusivity) of the Partnership Agreement, in each case, as promptly as possible after the Closing Date.

ARTICLE 7
COVENANTS OF THE PARTIES

Each party hereto agrees that:

Section 7.01.  Reasonable Best Efforts; Further Assurances.  (a) Subject to the terms and conditions of this Agreement and the Notarial Deed and
Assignment Agreement, each party will use its reasonable best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary, proper or desirable under applicable laws and regulations to consummate the transactions contemplated hereby and thereby.

(b)   The parties agree after the Closing to use reasonable commercial efforts to execute and deliver, or to cause to be executed and deliver such
other documents, certificates, agreements and other writings and to take such other actions as may be necessary or desirable in order to consummate or
implement expeditiously the transactions contemplated by this Agreement.

Section 7.02.  Public Announcements.  Except as may be required by applicable law or any listing agreement with any national securities exchange,
neither of the parties to this Agreement shall issue any press release or make any other public statement, in each case relating to, connected with or arising out
of the consummation of the transactions contemplated by this Agreement or the Notarial Deed and Assignment Agreement  or the terms of such transactions
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without obtaining the prior written approval of the other party, and the parties shall cooperate as to the timing and contents of any such release or statement.

Section 7.03.  Release.  Effective as of the Closing Date and in consideration for the mutual agreements contained herein, the Joint Venture, on the
one hand, and Seller, on the other hand, hereby waive, release and discharge each other from any and all liabilities and obligations (of any kind or nature
whatsoever (including without limitation, in respect of rights of contribution or indemnification), in each case whether absolute or contingent, liquidated or
unliquidated, and whether arising under the Joint Venture Documents or any other agreement or otherwise at law or equity) arising from or in connection with
or related to the business or affairs of the Joint Venture and its Subsidiaries.  Effective as of the Closing Date, neither Seller nor any of its Affiliates shall have
any right, title or interest in or to the Joint Venture or any of its Subsidiaries or any of the capital, profits, assets, business or operations of the Joint Venture or
any of its Subsidiaries or any right under the Joint Venture Documents and the terms of the Joint Venture Documents or any other agreement shall be modified
accordingly.  The foregoing notwithstanding, the provisions of this Section 7.03 shall not release any party from its respective obligations under this
Agreement.

Section 7.04.  Termination of Agreements and Arrangements.  In partial consideration of the provisions set forth in Section 5.02 and except as set
forth in Section 5.04, effective as of the Closing Date, (a) all agreements and arrangements between the Seller and the Joint Venture shall be terminated
without further action by either party and thereafter neither party thereto shall have any further rights or obligations thereunder and (b) coverage of the Joint
Venture and its Subsidiaries under all insurance policies of Seller or its Affiliates shall cease.

Section 7.05.  Cooperation on Tax Matters.   (a)  Seller and Buyer shall cooperate fully, as and to the extent reasonably requested by the other party,
in connection with the preparation and filing of any return for income or other taxes of or in connection with the Joint Venture or the transactions
contemplated hereby and any audit, litigation or other proceeding with respect to such taxes.  Such cooperation shall include the retention and (upon the other
party’s request) the provision of records and information which are reasonably relevant to any such audit, litigation or other proceeding and making
employees available on a mutually convenient basis to provide additional information and explanation of any material provided hereunder.  The Seller and
Buyer agree (i) to retain all books and records with respect to tax matters pertinent to the Joint Venture relating to any taxable period ending before the
Closing Date and the taxable period during which the Closing Date falls for a period of three years after the Closing Date and (ii) to give the other party
reasonable written notice prior to transferring, destroying or discarding any such books and records and, if the other
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party so requests, the Seller or Buyer, as the case may be, shall allow the other party to take possession of such books and records at the other party’s expense.

(b)           Seller and Buyer further agree, upon request (and at the requesting party’s expense), to use all reasonable efforts to obtain any certificate or
other document from any governmental authority or other Person as may be necessary to mitigate, reduce or eliminate any taxes that could be imposed
(including but not limited to with respect to the transactions contemplated hereby).

ARTICLE 8
SURVIVAL; INDEMNIFICATION

Section 8.01.  Survival.  The representations and warranties of the parties hereto contained in this Agreement shall survive the Closing until the first
anniversary of the Closing Date; provided that the representations and warranties contained in Section 3.02, 3.05, 3.07, 3.08, 4.02, 4.06, 4.07 and 4.08 shall
survive indefinitely.  The covenants and agreements contained in this Agreement shall survive in accordance with their terms (or if no survival period is
specified, until the end of the applicable statute of limitations (after giving effect to any waiver, mitigation or extension thereof)).  Notwithstanding the
preceding sentences of this Section 8.01, any covenant, agreement, representation or warranty in respect of which indemnity may be sought under this
Agreement shall survive the time at which it would otherwise terminate pursuant to the preceding sentences, if notice of the inaccuracy or breach thereof
giving rise to such right of indemnity shall specify with reasonable detail such inaccuracy or breach and shall have been given to the party against whom such
indemnity may be sought prior to such time.



Section 8.02.  Indemnification.  (a) Seller hereby indemnifies Buyer and its Affiliates against and agrees to hold it harmless from any and all damage,
loss, liability and expense (including, without limitation, reasonable expenses of investigation and reasonable attorneys’ fees and expenses in connection with
any action, suit or proceeding (whether between the parties to this agreement or involving a third party)) (“Damages”) incurred or suffered by Buyer or its
Affiliates arising out of any (i) misrepresentation or breach of any warranty or (ii)  any breach of  any covenant or agreement, in each case, made or to be
performed by Seller pursuant to this Agreement regardless of whether such Damages arise as a result of the negligence, gross negligence, strict liability or any
other liability under any theory of law or equity of Buyer or its Affiliates; provided that Seller’s maximum liability relating to the matters specified in clause
(i) above shall not exceed the aggregate amount of the Purchase Price.

(b)   Each of Buyer and, following the Closing, the Joint Venture and its Subsidiaries (on a joint and several basis with Buyer) (collectively, the
“Buyer Parties”) hereby indemnifies Seller and its Affiliates against and agrees to hold
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each of them harmless from any and all Damages incurred or suffered by Seller or any of its Affiliates arising out of (i) (A) any misrepresentation or breach of
any warranty or (B) any breach of any covenant or agreement, in each case, made or to be performed by Buyer pursuant to this Agreement and (ii) any claim,
suit, proceeding, investigation or other action by a third party and directed at or against Seller or any of its Affiliates to the extent relating to or arising out of
(A) the use by Buyer, the Joint Venture or any of its Subsidiaries of any of the Alliance Information or (B) the use by Buyer, the Joint Venture or any of its
Subsidiaries of the name “Alliance Capital” (or any derivation thereof), in each case regardless of whether such Damages arise as a result of the negligence,
gross negligence, strict liability or any other liability under any theory of law or equity of Seller or any of its Affiliates; provided however, that the Buyer
Parties’ maximum aggregate liability relating to the matters specified in clause (i)(A) above shall not exceed the aggregate amount of the Purchase Price.

Section 8.03.  Procedures.  (a) The party seeking indemnification under Section 8.02 (the “Indemnified Party”) agrees to give prompt notice to the
party against whom indemnification is sought (the “Indemnifying Party”) (i) of the assertion of any claim, or the commencement of any suit, action or
proceeding (each, a “Claim”) in respect of which indemnification may be sought under such Section or (ii) if the Indemnified Party becomes aware of any
fact, condition or event which is likely to give rise to Damages for which indemnification may be sought under such Section, and in each case will provide the
Indemnifying Party such information with respect thereto that the Indemnifying Party may reasonably request. The failure to so notify the Indemnifying Party
shall not relieve the Indemnifying Party of its obligations hereunder, except to the extent such failure shall have adversely affected the Indemnifying Party.

(b)   The Indemnifying Party shall have the right, through counsel of its own choosing and at its own expense, to reasonably and prudently direct
the defense or settlement of any Claim asserted by any third party (a “Third Party Claim”), other than any Third Party Claim in which (i) the remedy sought
(or likely to be provided) is equitable relief or other non-monetary damages or (ii) there is a significant risk that the Indemnifying Party will be unable to
satisfy in full the judgment amount sought (or likely to be provided) or the proposed settlement amount.  The foregoing notwithstanding, in any Third Party
Claim in which the name “Alliance Capital” (or any derivation thereof), or the use of such name, is at issue (w) Seller shall have the right, through counsel
reasonably acceptable to Buyer, to reasonably and prudently direct the defense or settlement of such Third Party Claim, (x) the fees and expense of such
counsel shall be paid by Buyer or the Joint Venture if and to the extent required by Section 8.02(b), (y) Buyer shall be entitled to participate in the defense of
such Third Party Claim and to employ separate counsel of its choice for such purpose and (z) Seller shall obtain the prior written consent of Buyer (which
shall not be unreasonably
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withheld or delayed) before entering into any settlement of such Third Party Claim if the settlement does not release Buyer or the Joint Venture (as applicable)
from all liabilities and obligations with respect to such Third Party Claim or the settlement imposes injunctive or other equitable relief against Buyer or the
Joint Venture.

(c)   If the Indemnifying Party shall assume the control of the defense of any Third Party Claim in accordance with the provisions of this Section
8.03, (x) the Indemnifying Party shall obtain the prior written consent of the Indemnified Party (which shall not be unreasonably withheld or delayed) before
entering into any settlement of such Third Party Claim if the settlement does not release the Indemnified Party from all liabilities and obligations with respect
to such Third Party Claim or the settlement imposes injunctive or other equitable relief against the Indemnified Party and (y) the Indemnified Party shall be
entitled to participate in the defense of such Third Party Claim and to employ separate counsel of its choice for such purpose.  If the Indemnified Party elects
to employ separate counsel pursuant to clause (y) above, the fees and expenses of such separate counsel shall be paid by the Indemnified Party, unless (i) the
Indemnifying Party and such Indemnified Party shall have mutually agreed in writing to the retention of such counsel or (ii) the named parties to any Third
Party Claim (including any impleaded parties) include the Indemnifying Party and such Indemnified Party and representation of both parties by the same
counsel would, in the opinion of counsel to such Indemnified Party, be inappropriate due to actual or potential differing interests between the Indemnifying
Party and such Indemnified Party.  For the avoidance of doubt, the immediately preceding sentence is not applicable to the employment of counsel by the
Indemnified Party where the Indemnifying Party has no right, or fails to exercise its right, to direct the defense or settlement of a Third Party Claim.  In such
cases, all fees of counsel employed by the Indemnified Party shall be paid by Indemnifying Party if and to the extent required by provisions of Section 8.02. 
Upon the assumption of the defense of any Third Party Claim by the Indemnifying Party, the Indemnified Party shall not pay, or permit to be paid, any part of
any claim or demand arising from such asserted liability unless the Indemnifying Party consents in writing to such payment.

(d)   If the Indemnifying Party shall fail promptly to defend such Third Party Claim or withdraws from such defense, the Indemnified Party shall
have the right to undertake the defense or settlement thereof, at the Indemnifying Party’s expense; provided that the Indemnifying Party shall not be liable for
any settlement or compromise of any Third Party Claim made by the Indemnified Party without the consent of the Indemnifying Party.  If the Indemnified
Party  assumes the defense of any such Third Party Claim pursuant to this Section and proposes to forego any appeal with respect thereto, then the
Indemnified Party shall give the Indemnifying Party prompt written notice thereof and the
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Indemnifying Party shall have the right to assume or reassume the defense of such Third Party Claim.



(e)   Each party shall cooperate, and cause its Affiliates to cooperate, in the defense or prosecution of any Third Party Claim and shall furnish or
cause to be furnished such records, information and testimony, and attend such conferences, discovery proceedings, hearings, trials or appeals, as may be
reasonably requested in connection therewith.

Section 8.04.  Calculation of Damages.  (a) The amount of any Damages payable under Section 8.02 by the Indemnifying Party shall be net of any
amounts recovered or recoverable by the Indemnified Party under applicable insurance policies.

(b)   The Indemnifying Party shall not be liable under Section 8.02 for any consequential or punitive Damages or Damages for lost profits.

(c)   Notwithstanding any other provision of this Agreement to the contrary, if on the Closing Date the Indemnified Party has actual knowledge of
any information that would cause one or more of the representations and warranties made by the Indemnifying Party to be inaccurate as of the date made, the
Indemnified Party shall have no right or remedy after the Closing with respect to such inaccuracy and shall be deemed to have waived its rights to
indemnification in respect thereof.

Section 8.05.  Assignment of Claims.  If the Indemnified Party receives any payment from the Indemnifying Party in respect of any Damages
pursuant to Section 8.02 and the Indemnified Party could have recovered all or a part of such Damages from a third party (a “Potential Contributor”) based
on the underlying Claim asserted against the Indemnifying Party, the Indemnified Party shall assign such of its rights to proceed against the Potential
Contributor as are necessary to permit the Indemnifying Party to recover from the Potential Contributor the amount of such payment.

Section 8.06.  Exclusivity.  After the Closing, Section 8.02 will, to the extent permitted by law, provide the exclusive remedy for any claim
hereunder, misrepresentation, breach of warranty, covenant or other agreement (other than those contained in Sections 5.01, 5.03, 5.04, 6.01 6.02, 7.02 and
7.05, in each case as to which the parties agree that the remedy of specific performance or injunctive relief may be appropriate) or other claim relating to or
arising out of this Agreement or the Notarial Deed and Assignment Agreement, the transactions contemplated hereby or thereby or the Joint Venture.
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ARTICLE 9
MISCELLANEOUS

Section 9.01.  Notices.  All notices, requests and other communications to any party hereunder shall be in writing (including facsimile transmission)
and shall be given,

if to Buyer, to:

EFM Holdings GmbH
Palais Corso
Kärntner-Ring 11-16/6.7.3
A-1010 Vienna
Austria
Attention:  Roland Haas
Fax: ++43-1-51671-600

 
with a copy to:
 
Golenbock, Eiseman, Assor & Bell
437 Madison Avenue
40th Floor
New York, NY 10022
Attention:  Nathan Assor
Fax:  212-754-0330

 
if to Seller, to:

 
Alliance Capital Management Corporation
1345 Avenue of the Americas
New York, New York 10105
Attention:  David R. Brewer, Jr.
Fax:  212-969-1334
 

 
with a copy to:

 
Davis Polk & Wardwell
450 Lexington Avenue
New York, New York 10017
Attention:  Phillip R. Mills
Fax:  212-450-4800
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All such notices, requests and other communications shall be deemed received on the date of receipt by the recipient thereof if received prior to 5 p.m. in the
place of receipt and such day is a Business Day in the place of receipt.  Otherwise, any such notice, request or communication shall be deemed not to have
been received until the next succeeding Business Day in the place of receipt.

Section 9.02.  Amendments and Waivers.  (a) Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver
is in writing and is signed, in the case of an amendment, by each party to this Agreement, or in the case of a waiver, by the party against whom the waiver is
to be effective.

(b)   No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or
partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege.

Section 9.03.  Expenses.  Except as otherwise provided in this Agreement, all costs and expenses incurred in connection with this Agreement shall be
paid by the party incurring such cost or expense.

Section 9.04.  Successors and Assigns.  The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns; provided that no party may assign, delegate or otherwise transfer any of its rights or obligations under this
Agreement without the consent of the other party hereto.

Section 9.05.  Governing Law.  This Agreement shall be governed by and construed in accordance with the law of the State of New York, without
regard to the conflict of laws rules of such state.

Section 9.06.  Arbitration.  (a) All disputes, controversies, or claims arising out of or relating to this Agreement or the Notarial Deed and Assignment
Agreement, or any breach, interpretation of enforcement thereof shall be resolved by arbitration administered by the  American Arbitration Association under
its Commercial Arbitration Rules then prevailing (the “Rules”).  Such arbitration shall be held in New York, New York.  Either party may initiate arbitration
by sending written notice of its intention to arbitrate to the other specifying a description of the dispute and the remedy sought (the “Arbitration Notice”);
provided that in no event may an Arbitration Notice be delivered, or other demand for arbitration be made, after the date on which the institution of a legal or
equitable proceeding based on such claim, dispute or other matter in question would be barred by New York law.  Arbitration shall be by a single arbitrator
chosen by the parties; provided that if the parties fail to agree and approve such single arbitrator within thirty (30) days after delivery of the Arbitration
Notice,
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each party shall then select an arbitrator and the two arbitrators so selected shall themselves appoint a third arbitrator.  The arbitration hearing will commence
no later than sixty (60) days after the arbitrator(s) is selected.  Expenses of the arbitrator(s) shall be borne by the parties in accordance with the Rules.  
Notwithstanding the foregoing, the arbitrator(s) shall not be authorized to award any punitive damages with respect to any such dispute, controversy or claim,
nor may either party seek any such damages relating to any matter arising out of, or relating to, this Agreement, the Notarial Deed and Assignment
Agreement or the parties’ performance hereunder and thereunder in any other forum.

(b)   The decision of the arbitrator(s) shall be final and binding on the parties, their successors and permitted assigns.  Judgment on the award
rendered by the arbitrator(s) may be entered in any court having jurisdiction, and then shall be enforceable against the parties in accordance with the 1958
Convention on the Recognition and Enforcement of Foreign Arbitral Awards, as amended.  The parties intend that this agreement to arbitrate be irrevocable.

Section 9.07.  Counterparts; Third Party Beneficiaries.  This Agreement may be signed in two counterparts, each of which shall be an original, with
the same effect as if the signatures thereto and hereto were upon the same instrument.  Other than as set forth in Section 5.02, no provision of this Agreement
is intended to confer upon any Person other than the parties hereto any rights or remedies hereunder.

Section 9.08.  Entire Agreement.  This Agreement and the Notarial Deed and Assignment Agreement including the exhibits, annexes and schedules
hereto and thereto, constitute the entire agreement between the parties with respect to the subject matter hereof and thereof and supersede all prior agreements
and understandings, both oral and written, between the parties with respect hereto and thereto.

Section 9.09.  Severability.  If any provision of this Agreement or any Notarial Deed and Assignment Agreement  shall be invalid, illegal or
unenforceable in any respect, the validity, legality or enforceability of the other provisions hereof or thereof shall not be affected or impaired thereby.  Upon
such a declaration, the parties shall modify this Agreement or the relevant Notarial Deed and Assignment Agreement  so as to effect the original intent of the
parties as closely as possible in an acceptable manner so that the transactions contemplated hereby and thereby are consummated as originally contemplated
to the fullest extent possible.

Section 9.10.  Captions.  The captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation
hereof.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day

and year first above written.
 

ALLIANCE CAPITAL MANAGEMENT CORPORATION
OF DELAWARE

  
  
 

By: /s/ Robert H. Joseph, Jr.
  

Name: Robert H. Joseph, Jr.
  

Title: Senior Vice President & Chief Financial
Officer



 
 

EFM HOLDINGS GMBH
  
  
 

By: /s/ Roland Haas
  

Name: Roland Haas
  

Title: Managing Director
 
In consideration of the forgiveness of the
loans owed to Seller by the Joint Venture
pursuant to Section 5.02, and other good 
and valuable consideration, the receipt and
sufficiency of which are hereby
acknowledged, the Joint Venture expressly
acknowledges and accepts the provisions of
Sections 6.03, 6.04, 7.03, 7.04 and 8.02(b)
and agrees to comply with and be bound by
the terms thereof:
 
EAST FUND MANAGEMENTBERATUNG GMBH
 
 
By: /s/ Roland Haas
 

Name: Roland Hass
 

Title: Managing Director
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EXHIBIT 15

 
 

Independent Accountants’ Review Report
 
 

The General Partner and Unitholders
Alliance Capital Management L.P.
 
 
We have reviewed the condensed consolidated statement of financial condition of Alliance Capital Management L.P. and subsidiaries (“Alliance Capital”) as
of March 31, 2002, and the related condensed consolidated statements of income, changes in partners’ capital and comprehensive income and cash flows for
the three- month period ended March 31, 2002 and 2001. These condensed consolidated financial statements are the responsibility of the management of
Alliance Capital Management Corporation, the General Partner.
 
We conducted our review in accordance with standards established by the American Institute of Certified Public Accountants. A review of interim financial
information consists principally of applying analytical procedures to financial data and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with auditing standards generally accepted in the United States of America, the
objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.
 
Based on our review, we are not aware of any material modifications that should be made to the condensed consolidated financial statements referred to above
for them to be in conformity with accounting principles generally accepted in the United States of America.
 
We have previously audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated statement of financial
condition of Alliance Capital as of December 31, 2001 and the related consolidated statements of income, changes in partners’ capital and comprehensive
income and cash flows of Alliance Capital for the year ended December 31, 2001 (not presented herein); and in our report dated January 31, 2002, except as
to Note 13, which is dated as of February 14, 2002,  we expressed an unqualified opinion on those consolidated financial statements. In our opinion, the
information set forth in the accompanying condensed consolidated statement of financial condition as of December 31, 2001, is fairly stated, in all material
respects, in relation to the consolidated statement of financial condition from which it has been derived.
 
                                                                                                                                                KPMG LLP
New York, New York
May 2, 2002
 

 


