.,

R S N W W

- WS

\,,‘

T .

07001346, ,

SECuna: mamvuLXLHANGECOM‘VHSSION
Washington, D.C. 20549 "

ANNUAL AUGDITED® REPORT
FORM X-17A-5
PART Il

1

FACING PAGE

3
REPORT FOR THE PERIOD BEGINNING 1/112006aND ENDING.

| o |3

OMB APPROVAL .

OMB Number: 3235-0123
Expires: January 31, 2007
Estimated average burden

hours per response.. ... 12.00| - I

Information Required of Brokers and Dealers Pursuant to Sectlon l‘hofthe .,/;‘

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder, PN 4 W
J el o

SEC FILE NUMBER
8 66660

,,".;-"..- >

\\
11
* AN

12:'31:'2006 7Y

MM/DD/YY

B

MM/DD/YY M H
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NAME OF BROKER-DEALER: CURIAN CLEARING, LLC

" ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)

7601 Technology Way, 6th Floor
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Doug Townsend

720-489-6525
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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
KPMG, LLP

(Name — if individual, siate last, first, middle name)

707 Seventeenth Street, Suite 2700, Denver, Colorado 80202
{Address) (City)

CHECK ONE:

G} Certified Public Accountant
O Public Accountant

l_:l Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

I, J. Douglas Townsend , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statergent and supporting schedules pertaining to the firm of

Curian Clearing, LLC , as
of ‘December 31 ,20 06 , are true and correct, | further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as customer, except as follows: '
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OF CO\— Signature
Treasurer
My Commission Expires 07/09/2008
Title «

Notary Public

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

{a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Income {Loss).

{d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital,

{f} Statement of Changes in Liabilities Subordinated to Claims of Creditors. '

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

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

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

(k) A'Reconciliation between the audited and unaudited Statements of Financial Condmon with respect to methods of
- consolidation.

A1}. An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
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** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
!

{n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

7
-t v s G

. . PR .- . -
D e e L aat = -y - = R it Bt o L g - - - T
: . o i ; T E ! 1

s My wiy Tyl ¢ dwrcr - ey - pr - AN SIS A ¢ WSS AL ELME . LGS S S S R L S A B T R ST M - SRR T W T

L

-l .-

g TN W s WE e

b}



CURIAN CLEARING LLC !
{A Wholly Owned Subsidiary of Jackson National Life Insurance Company)
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" The Board of Managers and Member

~ principles generally accepted in the United States of America.

KPMG LLP ?
Suite 2700 '
707 Seventeenth Straet !
Denver, CO 80202 - . _ |
i
1
)

Independent Auditors’ Report
v . . ° . | -

T

Curian Clearing LLC:

[

We have audited the accompanying statement of financial condltlon of Curian Cleanng LLC
(the Company) (a wholly owned subsidiary of Jackson National Life Insurance Company and an indirect
wholly owned sub51d1ary of Prudential plc) as of December 31, 2006, jthat you are filing pursuant to
Rule 17a-5 under the Securities and Exchange Act of 1934, This financial statement is the responsibility of -
the Company’s management. Qur rcspon51b111ty is to express an opinion on this financial statement based
on our audit. 1‘

We conducted our audit in accordance with auditing standards: generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtaln reascnable assurance about
whether the statement of financial condition is free of material mlsstatcmem An audit includes

. consideration of internal control over financial reporting as a basis for desugmng audit procedures that are

appropriaté in the circumstances, but not for the purpose of expressing an opinion on the etfectiveness of

- the Company’s internal control over financial reporting, Accordmgly, we express no such oplmon An

audit'of a statement of financial condition also includes examining, on a test basis, evidence supporting the

-amounts and disclosures in that statement of financial condition, assessmg the accounting principles used

and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a

reasonable basis for our opinion. , !
‘ i

| : :
In our opinion, the financial statement referred to above presents fairly, in all material respects, the
financial position. of Curian Clearing LLC as of December 31, 2006,fin conformity with accounting

KPMG wp

Den\}er, Colorado
February 9, 2007

KPMG LLP. a U.S. limited lighility partnership, is the U.5.
member tirm of KPMG International, 2 Swiss cooperative.



CURIAN CLEARING LLC i
(A Wholly Owned Subsidiary of Jackson National Life Insurancie Company)

Statement of Financial Condition ‘ |
December 31, 20006

Total assets $ 15.472,950

Assets ‘ _

| Cash and cash equivalents : "'_l 8 5,057,638
I. Cash segregated under federal regulations - . - ' 3,928,800
‘ Receivable from customers oy } : 4,394,872

Receivable from non-customers . . S | . T 631,272
| Receivable from affiliates - i 130,697
| Marketable securities owned, at market ! 141,362
‘ Deposits with clearing organizations ! 1,010,000
| Prepaid and other assets , 178,309
|

Liabilities and Member’s Equity

Liabilities: |
Payable to customers $ 7,505,027
Accounts payable and other accrued expenses ' 908,876
Payable to affiliates | 249 586
Total liabilities i 8,663,489
Member’s equity: ‘
| Capital contribution 11,632,837
| Accumulated deficit (4,823,376)
| Total member’s equity 6,809,461

Total liabilities and member’s equity $ 15,472,950

See accompanying notes to statement of financial condition.




(1

Organization and Significant Accounting Policies -

(a)

(b)

()

(d)

(e)

CURIAN CLEARING LLC |
(A Wholly Owned Subsidiary of Jackson National Life Insurance Company)

Notes to Statement of Financial Condition '

. i
December 31, 2006

f
Organization ! ,

Curian Clearing LLC (the Company) is a wholly owned subsidim}' of Jackson National Life
Insurance Company (Jackson), which has provided all of the fundmg for the Company’s start-
up operations. Jackson in turn is an indirect, wholly owned subSIdlary of Prudential plc. The
Company was previously known as BH Clearing, LLC and changed its name to Curian
Clearing LLC effective April 27, 2006. Jackson is the sole member of the Company: and is
entitled to elect and remove the Managers of the Company and is also entitled to 100% of the
net profits or losses of the Company. Jackson has no llablhty for any debt, obligation or
liability of the Company, except to the extent expressly assumed Management believes that
Jackson will continue to provide equity funding for the Company s operations if needed

The Company is a registered broker-dealer with the Secunues and Exchange Commission
(SEC) and 15 a member of the National Association of Secunlles Dealers (NASD). Effective
July 1, 2006 the Company provides clearing operations to clear transactions for Curian Capllal
LLC (Capital), an affiliated company.

Basis of Presentatmn

The accompanying financial statement has been prepared using the accrual method of
accounting. Proprietary securities transactions and customers’ securities transactions are
reported on a settlement date basis.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand and in bankq including money market,
demand deposits, commercial paper, and certificates of deposn with maturities of three months
or less and money market mutual funds.

Cash Segregated Under Federal Regulations '

Cash of $3,928,800 has been segregated in a special reserve; bank account for the exclusive
benefit of customers under Rule 15¢3-3 of the Securities and Exchange Commission. The
amount in the reserve bank account on December 31, 2000, *mcludmg the  subsequent day's
deposit or “withdrawal, was $500;799 in excess of the required deposit of $3,242,001.

Marketable Securmes . i ' !
: . - ]

t

The Compdny owns marketable equny securities. Wthh are classified as trading securities for
financial reporting purposes: The securities are valued at market value based upon exchange
quoted prices. : .




()

(3

() Income Taxes ' ) '

Federal and state income taxes on the net taxable earnings of a Limited Liability Company are
payable by the member in accordance with the Internal Revenue Code. Accordingly, no
provision has been made for United States federa] or state mcome taxes'in the accompanying
financial statements.

(g) Use of Estimates

The preparation of financial staleménts in "'c'or'lformityFWit'h accounting principles generally
accepted in the United States of America requires management of the Company to make
_estimates and assumptions relating to the reported amount of assets and liabilities, as well as
the disclosure of contingent assets and liabilities at the date of the financial statements and the
reporied amounts of revenues and expenses during the period.: Aclual results could differ from

those estimates. i

Non-Cash Equity Contributions |
In conjunction with the assumption of the clearing operations to clear transactions for Capital

beginning effective July 1, 2006, the Company received an equity contnbutlon of $6,632,837 from
Jackson. This equity conlnbutlon consisted of cash as well as non-cash assets and the assumptions

‘of certain liabilities which were recorded by the Company using the existing carrying values on

Jackson’s financial statements. A summary of this equity contribution follows:
1

Cash and cash equivalents N i $ 6,199,769
Cash segregated under federal regulations ' .' 6,182,000
Receivable from customers ) 1,228,585
Receivable from affiliates | : 603,399
Marketable securities owned, at market ' 111,491
Prepaid and other assets | : 303,478
Total assets ' I 14,628,722
Payable to customers i 6,156,586
Accounts payable and other accrued expenses' }I 576,396 |
Payable to affiliates - 1.262.903
Total liabilities - 7,995,885
Capital contribution | $ 6,632,837

r

Net Capital Requirements - ' |

The Company ‘is subject to the Sccurities and Exchange Comrnmron Uniform Net Capital
Rule 15¢3-1 (Rule i5¢3-1)-and is required to maintain mrmmum “net capnal’ equivalent to
$250,000, or 2% of “aggregate debit items,” whichever is greater as these terms are defined. At
December 31, 2006 ‘the-Company had net capital of $5,796,392, which was $5,546,392 in excess of
its requirement. |




4)

)

Related-Party Transactions

The Company participates in a cost allocation plan with other wholly owned subsidiaries of Jackson
as well as a cost allocation plan with Capital. Under the allocanon plans, operating expenses are
allocated between the subsidiaries of Jackson, and between the Company and Capital, based on
applicable criteria as defined in the plans. Because of these dgrcemel,nls it is poss;ble that the terms
of these transactions are not the same as those that would résult from transactions among wholly
unrelated parties. For the year ended December 31, 2006, $5 874 649 of cxpenses were charged to
the Company under the plans. , . ) ] .

The Company has emered into a $20,000, 000 Unsecured RCVOIVlIElg Pay-In- Kmd note (the Note)
with Jackson through June 14, 2011 that allows the Company to borrow amounts as needed in
minimum increments of $100,000. The note carries a commltment fee of 0.10% per annum and
interest on any outstanding borrowings at LIBOR plus 2% per annum.. Al December 31, 2006, the
Company did not have any outstanding borrowings under the Note.

Regulatory Pronouncements !

In October 2003, the NASD issued Notice to Members (3-63 (NTM 03-63), which oulllnes the
SEC guidance on the recording of expenses and liabtlities by broker—dealcrs On July 11, 2003, the
Securities and Exchange Commission Division of Market Regulatlon issued a letter to clarify its
position under SEC Rules.15¢3-1, 17a-3, 17a-4, and 17a:5 regardmg the treatment of broker—dealer
expenses and liabilities. The letter addresses situations in which an afﬁhated party has agreed to pay
expenses related to the business of the broker-dealer and required the broker-dealer to either record
the expenses borne by the affiliate or to adjust the broker—dealcr s net capital to reflect these
expenses. The Company is in'compliance with NTM 03-63 as a result of the cost allocation plans
referred to in note 4.




