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OATH OR AFFIRMATION

I, John P. Amboian ; ‘ , swear (or afﬁrm) that, to the best of

my kniov\ ledge anld belief the accompanymg financial statements and supportmlg schedules penalmng to the firm of

Nuveen Investments, LLC! , as Iof December 31 2006 ,

| | g ; . r . o
are true and correct. [ further swear (or affirm) that neither the company nor any partner, proprietor, principal, officer or

- . . 1 v . 4
director has any proprietary interest in any account classified solely as that of a customer, except as follows:

"OFFICIAL SEAL"

BARBARA B, SCHROAT
NOTARY PUBLIC TATE OF ILLINOIS'

Signature
M Commus;on FAE:;':S 06/12/2008 § U .
) President

s 8 it

! Notary Public

?

ThlIS report **contalns (check all applicable boxes):
[x]1(a) Facmg page.

[x]] (L) Statement of Financial Condition.

11 () Statement of Income (Loss).

(d) Statemem of Changes in Financial Condition.
(e) Statenl‘}ent of Changes in Stockholders’ Equity or Partners’ or Sole Proprletor s Capital.
{H) Statement of Changes in Liabilities Subordinated to Claims of Cred:tors

] |
|

]

1l (g) Computatlon of Net Capital.

|

]

]

(h) Comp:utatlon for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) lnformatxon Relating to the Possession or control Requirements Under Rule 15¢3-3:

M A Reconcﬂlatlon including appropriate explanation, of the Computatlon of Net Capital Under Rule 15¢3-1
and thle Computanon for Determination of the Reserve Reqmrements Under Exhibit A of Rule 15¢3-3.

[ k) A Reclzonmllatlon between the andited and unaudited Statements of Fmancnal Condition with ) respect to

methods of consolidation. '

xIi (1) An Oath of Affirmation.

[ ]| (m)}A copy of the SIPC Supplemental Repon

[x) (m} A report describing any material 1nadequac1es found to exist or found to have existed since the date of the

prevrous audit.

+

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




KPMG LLP
! 303 East Wacker Drive
Chicago, IL 60601-5212

H

Independent Auditors’ Report ‘

The Board of Dlrectors R I
Nuveen Investments LLC: o . 1 '
i N booe
P i L e %»“'.“’ ‘
We have audlted the accompanymg statement of ﬁnancml condmon of Nuveen Investments LLC (the
Company) a snbsrdlary of Nuveen Investments, Inc., as of December 31 2006, that you are filing pursuant
to rule 17a-3 under the Securities Exchange Act of 1934, This statement of financial condition:is the

respons1b111ty of the Company s management. Our responmblllty is to express an opinion on the statement

of financial condltlon based on our audit. ;

l
i ' .
We condueted| our audlt in accordance with auditing standards generally accepted in the United States of

' Americal. Thoc.e standards require that we plan and perform the audlt 'to obtain reasonable assurance about

whether the statement of financial condition is free of matenal .misstatement.” An audit 1ncludes _
con&deratton of lnternal control over financial reporting as a basis for desngmng audit procedures that are

appropriate mlthe circumstances, but not for the purpose of expressmg an opinion on the effecnveness of

the Companys mtemal control over financial reporting. Accordmg'ly, we express no such opinion. An

audit mcludes exammmg, on a test basis, evidence supporting the amounts and disclosures in the statement

of ﬁnancml clondmon An audit also includes assessing the accountlng principles used and SIgmﬁcant

esttmates made by management as well as evaluating the overall statement of financial condition

presentatlon We believe that our audit. provndes a reasonable basis for our opinion.

In our optmon the statement of financial condition referred to above present fairly, in all material respects,”
the ﬁnanmal |p051t10n of the. Company at December 31, 2006 in confom‘uty with accounting principles

generally accepted in'the United States of America. i

KPMG LY

February 26, 2007

KPMG LLP, a t.G, limited liability partnership, is the LS.
member frm of KPMG international, a Swiss cooperativa.
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Cash and- C'lSh eqmvalents

Dkstrlbuuon fces re celvqblc
Due from brékers and dealers
I1fterest rLcen}rable I
Other receivables

. I. . .
Furniture, equipment, and Ileasehold improvements, at cost less

accumulated depreciation and amortization of $53,657

Advanced commissions

C)Ither assets i

i

|

|
Liabilities:
Due tolaffilisites :

Defernlzd tax liability, net
Other hablhues !
Total hablhues

Member's equity:

Additidnal paid-in capital
Retained eatnings

|

Due to|brokers and dealers
Accrued compensauon and other expenses
Curtent i income taxes payable, net

Accumulated other comprehensive loss, net of tax

Total 1nemberl"s equity

S . ! . ..
See accompanying noter to statement of financial condition. . |

NUVEEN INVESTMENTS, LLC
Statement of Financial Condition
December 31, 2006

(in thousands, except share data)

ASSETS

LIABILITIES AND MEMBER'S EQiJITY
[

Units, 35 pa:r value, 20,000 units authorized, 2,200 units issued and c:)ut_standing

49 681
6,760
1,955

161
5,662

6,809
11,679
252

82,959

18,644
875
11,972
20
1,429
9,488

42,428

11
10,608

32,264
(2,352)

40,531 .

82.959
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(1) Summary of Significant Accounting Policies |

NUVEEN INVESTMENTS, LLC |,
Notes to Statement of Financial Condition
December 31, 2006 '

] - i
i s i

i |

General Information and Basis of Presentation
s : i

The statement of financial condition reflects the accounts of Nuveen Investments, LLC {the "Company”).

The Company is a wholly owned subsidiary of Nuveen Investments,l Inc. ("Nuveen Investments" or the

"Parent"). :

t

Nuveen FInvestments, LLC, a registered broker/dealer in securities upider the Securides Exchange Act of
1934, provides investment product distribution and related services for,managed funds.
Use of Eistimates j ' ;

The prel:iarati()n of financial statements in conformity with 1ccouuting principles generally accepted it the

- United States of America (“GAAP”) requires management to make esumates and assumptions that affect

the amounts reported in the financial statements and related notes to the financial statements. Actual results
could chffer from these estimates.
!

Ca:b and Cash Eqm’m/mt;

Cash and cash equivalents include cash on:hand, investment instruments with maturities of three months or
less andF other highly liquid investments including commercial paper, whlch are readily convertible to cash.
Included in cash and cqsh equivalents are $4,993,403 of treasury bills segregated in a special reserve account
for the beneﬂt of customers under rule 15¢3-3 of the Securities and Exchange Commission.

l
Securities Punﬁa.fed UnderAgmment; to Resell [ Securities Sold Under Agreements to Repurchase
Securmes putchased,under agreements to resell and securities sold under agreements to repurchase are
treated hs collateralized financing transactions and are carried at the amounts at which such securities will
be subslequcndy resold or repurchased, including accrued interest The Company’s exposure to credit
risks assomated with'the nonperformance of counterparnes in fulﬁl]mg these contractual obligations can
be dlrectly' 1mpacted by market fluctuations that may impair the Icounterpartles ability to satisfy their
obligations. Tt is the:Company’s policy to take possession of the securities underlying the agreements to
resell Or enter into tri- -party agreements, which include segregauoril of the collateral by an independent
third p'arry for the benefit of the Company. The Company monitors the value of these securities daily
and, if 1 necessary obtains additional collateral to assure that the agre’ements are fully secured.
The Company uuhzes tepurchase agreements to invest cash not requu'ed to fund daily operations. Such
repurchase agreements typically mature on the day followmg the day tn which the Company enters into
such algreements Since these agreements are highly liquid investments, readily convertible to cash, and
‘mature in le3s than three months, the Company includes these amq'unts in cash equivalents for statement
of financial condition and cash flow putposes. At December 31, 2006, the Company did not have any

. .
I




NUVEEN INVESTMENTS, LLC
Notes to Statement of Financial Condition
i ' December 31, 2006

1

6} !Summary of Significant Accounting Policies (Continued)

sceurities purchased under agreements to resell with an outside third party. In addition, from time to
time, the Company acts as agent for the Parent to mvest excess cash At Decemnber 31, 20006, the
| Company did not have any securities sold under agreements to repurchqse with the Parent.

. Securities Transactions
H
1

I Securities transactions entered into by the Company are recorded on a settlement date basis, which is
, generally three business days after the trade date. Securities owned (trading accounts) are valued at

' market value

As part of its clearing functon for an affiliate, in the normal course of business, the Company purchases
municipal’ bonds and from time to time, U.S. government obligations. At December 31, 2006, the
Company's inventory of securities owned did not contain any significant concentrations of credit risk
relating to either individual issues or to issuers (or groups of issuers) located in any state or region of the

i
country and is reﬂected in Other Assets on the Statement of Financial Condition.
"

Furniture, Equipment and 1 easehold Improvements

| Furniture and equipment, primarily computer equipment, is deprcclated on a straight-line basis over
; esr.lmated useful lives ranging from three to ten years. Leasehold i unprovements are amortized over the
| lesser of the economic useful life of the i improvement or the remaining term of the lease. The Company

; cap1tahze|s certain costs incurred in the development of internal- use software. Software development

costs arejamortized on a straight-line basis over a petiod of not more|than five years.

Advanced Commissions

Advanced cornmissions consist of commissions advanced by the Company on sales of certain murual
fund shares. Such commissions are being amortized over the leséer of the Securities and Exchange
Comm1sls1on Rule 12b-1 revenue stream petiod (one to Clght years) or the period during which the shares
of the fund upon which the commissions were paid remain outstandmg

Accumslated Other Comprebensive Income

During [the year ended December 31, 2005, the Company updated certain actuarial assumptons used to
determine the accumulated benefit obhgatjon {(“ABO") for its quahﬁed pension plan. As a result, the
' Compar'ly s qualified pension plan was determined to be underfunded on a GAAP basis as of December
r 31, 200? Consequently, a charge was recorded to member’s eqqlty, net of income tax benefits, as a
component of other comprehensive loss for approximately $2.4 million. See also Note 4, “Pension and

fs.
[ Post-RenrementPlaqs.”

a




. NUVEEN INVESTMENTS, LLC ,
; Notes to Statement of Financial Condition
: December 31, 2006

!

Income Taxes

@

[The Company has elected to be taxed as a C-corporation. Taxable income of the Company is included in
| the consolidated federal income tax return of Nuveen Investments, to whom income tax payments are
| made. Federal and state income taxes are computed on income m‘{able under applicable tax laws and on a
| separate rern basis. Under this method, deferred tax assets and lmbllmcs ate determined based on
chfferences between financial reporting and tax bases of assets and hablhues and are measured using the
, enacted tak rates and laws that are applicable to petiods in which the differences ate expected to affect

1 1
© taxable 1 income. Although valuation allowances may be established, when necessary, to reduce deferred tax
r assets to amounta expected to be realized, there were no deferred tax asset valuation allowances at

Decemb(_r 31, 20006.

|
: The tax effect of significant items which give rise to deferred tax assets and liabilities recorded on the
Comp:mys statement of financial condition at December 31, 2006 are!shown in the following table:

i. . ) {in thousands)
i Gross deferred tax assets:

i LBook amortization/depteciation in excess of tax

! amortization/depreciation $ 3,528
: Pension and post-retirement benefit plan costs 1,504
Construction abatement , 407
i Other 726
! 6,165

(Gross deferred tax assets

Gross deferred tax liabilities

,’ (_Iiross deferred tax habilites:

( Deferred conmisstons and offering costs 4,896
| [nternally developed software 2,686
i | Other . 12
| 7,594

Net deferred tax liability ' § 1,429

The future realization of deferred tax assets is dependent upon the generation of future taxable income
during the periods mn which those temporary differences become deducublc Managemnent believes it is
more hkely than not that the Company will realize the benefits of these future tax deductions.

There were no federal or state'income taxes paid by the Company during 2000.

\

|
1
|
I
|
i
|
I
!
(3) Commitments and Contingencies
' ’ '
1

'

. In the normal course of business, the Company enters into when-issued, delayed delivery, and underwriting
commitments. Estimated profits and losses on those commitments are reflected in the financial statements

I 3
) at year-end.




| NUVEEN INVESTMENTS, LLC
Notes to Statement of Financigl Condition
! December 31, 2006

Commitments and Contingencies (Continued)

There arg 1o rainimum rental commitments for office space and equipment, nor estimated escalation for
insurance, taxes, and maintenance for any future years. The lease for the Company’s headquarters is held in
the name|of the Parent and is therefore not inclded as an obligation of the Company.

Pension|{and Post-Retirement Plans

The Compan} maintains a non-conttibutory qualified pension plan a non-contributory excess penston
plan (descnbed below), and a post-returement benefit plan. The non contributory qualified pension plan
and the [post-retirtement benefit plan cover the majority of employees of the Company as well as
employees of the Parent and certain of the Parent’s subsidiaries. Costs associated with these plans are
alloeated‘ among the Company, the Parent and such subsidiaries. Pen51on benefits are based on years of
service and the employee’s average compensation during the h1ghest consecutive five years of the
employe'e s last ten years of employment. The Company’s fundmg policy is to contribute annually at
least the minimum amount that can be deducted for federal i mcome tax purposes. Effective March 24,
2003, thie pension plans were amended to only include employees who quahﬁed as plan parmpants prior
to such ‘chte On March 31, 2004, the plans were amended to prov1de that existing plan participants will
1Ot acCrue atty new benefits under the plans after March 31, 2014. ‘Addmonally, the Company currently
mamtams a post-retirement benefit plan providing certain life i insurance and health care benefits for
retired employees and their eligible dependents. The cost of these benefits is shared by the Company

and the retiree.

The non-contributory excess pension plan is maintained by the Company for certain employees who
particip'ilte in the qualified pension plan and whose pension beneﬁts[exceed the Section 415 limitations of
the Inte’rml Revenue Code. Pension benefits for this plan follow tlhe vesting provxslons of the qualified
plan with new participation frozen and benefit accruals ending as descrbed in the prior paragraph.
Fundmé is not made under this plan untl benefits are paid, absent a change in control of the Company.

SEAS Il\To 158

On September 29, 2006, the FASB issued a new pension standard SFAS No. 158, “Employers’
Accounting for Defined Benefit Pension and Other Postremement Plans” (“SFAS No. 1587), marking
the end of the first phase of the FASB’s project for revamping retlree benefit accountng. For publicly
traded compames SFAS No. 158 ts effective for fiscal years endmg after December 15, 2006. SFAS No.

158 reqlurces an employer to:

(a) recognize in its statement of financial position an asset for a plan’s overfunded status or a liability for

a plan’s underfunded status;

(b) measure a plan’s assets and its obligations that determine its funded status as of the end of the
employer’s fiscal year; and !

(¢) recognize changes in the funded status of a defined benefit pols_t-retirement plan in the year in which
the changes occur. Those changes will be reported in comprehensive income.

~.



NUVEEN INVESTMENTS, LLC

Notes to Statement of Financial Condition
December 31, 2006

C))] iPension and Post-Retitement Plans (Contin.ued)

|

{Under SFAS No. 158, the funded status of a pension is defined as the difference berween the fair value
of a plan’s hissets and the projected benefit obligation {“PBO”). The PBO reflects anticipated future pay

lmcre'\ses

i
a]"or the yeflr ended December 31, 2005 and prior to SFAS No. 158, the Company had updated certain
"u -tuarial assumpuons used to determme the accumulated benefit obhgatlon (“ABO”) for its qualified
ipenslon pllm As a result, the Company’s qualified pension plan was determined to be underfunded on
{an ABO basls as of December 31, 2005. Consequently, a charge wasI recorded to stockholders’ equity,
I net of i mcome tix benefits, as a component of other comprehensive loss, of approximately $2.4 million.
At Deccmber 31, 2006, an additonal charge was necessary. This charge was recorded to stockholders’
| equity of the P; arent, as the Parent ultimarely makes any necessary payments on the pension and post-
i retirement, plans. The amount recorded at December 31, 2006 to thte Parent as a component of other
1 compreher:lswe loss, net of income tax benefits, was approximately $2.2 million for the qualified and
; eXCess pen'slon plans. In addition, at December 31, 2006, a gain of apptommate]y $75,000, net of income
tax, was recorded as a component of other comprehensive income related to the post-retirement benefits
plan. Of the total amounts recorded into accumulated other comprehenswe income/(loss) as of
l December 31, 2006, the adoptlon of SFAS No. 158 resulted in a loss of approximately $3.3 million (after
l tax) assocmted with the pension plans, and the entire $75,000 gain (after tax) for the post-retirement

i beneﬁt pla'.n !

'|
Medicare Part D

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act (the
! “Act”) be:came law. The Act provides for a federal subsidy to sporllsors of retitee health care benefit
| plans that provide a prescription drug benefit that is at least qctuanally equivalent to the benefit
;e sstablished by the Act. On May 19, 2004, the FASB issued Staff Posmon No. 106-2, “Accounting and
! Dlsclosur}: Requirements Related to the Medicare Prescription Drug, Improvement and Modernization
i Act of 2003” (the “FSP”). The FSP provldes guidance on accountmg for the effects of the Act, which
l resulted in a reduction in the accumulated projected benefit obhganor? for the subsidy related to benefits
i attrlbuted to past service. Treatng the future subsidy under the Act as an actuarial experience gain, as
' required b) the guldance decreased the accumulated projected benefit obligation at the beginning of the
| third quartt_r of 2004 by approximately $0.6 million.

l‘ |

|

|

t

|

I

i

‘ Meamremfnt
For purposes of the Company’s financial statements, the plans’ measurement date is December 31. The

market-related value of plan assets is determined based on the fah': value at measurement date. The
projected benefit obligation is determined based on the present value|of projected benefit distributions at
an assum!ed discount rate. The discount rate used reflects the rate at which the Company believes the
pension plan obligations could be effectively settled at the measurement date, as though the pension
benefits of all plan participants were determined as of thar date.




NUVEEN INVESTMENTS, LLC
\ ' ;Notes to Statement of Financial Condition
December 31, 2006

[

(4) Pension and Post-Retirement Plans (Continued)

i Accumulated Benefit Ob/{gatz'an' : =

An 1ccumulated benefit obhgamon represents the actuarial present value of benefits. Whether vested or
non-vested, thcy are attributed by the pension benefit formula to e}nployee services rendered before a
spcc1ﬁed date using existing salary levels. At December 31, 2006, the accumul'lted benefit obligation for
the penston plans was $33 7 million. For the post-retirement plan, the accumulated benefit obligation at
December 31, 2006 was $9.8 million.

L}

Projected Benefit' Ob/{gatz'on

A pro;ccted benefic obhgauon represents the actuarial present value ,l? of a date of all benefits attributed
by the pens!on benefit formula to employee service performed before that date. It is measured using
assumptions as to future compensation levels, as the pension beneﬁt formula is based on those future

salary levels. ;
' !

The following, tables provlde a reconciliation of the changes in the pension plans' projected benefit
ob].lgauolns the post-retirement benefit plan’s accumulated benefit obhgauon the fair value of plan assets
for the ye'u: ended December 31, 2006, and a statement of the funded status as of December 31, 2006:

(in 0005),
Change in proje'cted benefit obligation for pension benefits:’
Obhgatlon atj'mu'n:y 1 $ 236,412 i
Service cost ‘ 1,819 :
Intelr(_st cost 2,099 \
Actuarial (gain)/ loss (349)
Benleﬁt payments (864)
Curt'ulnu s | e
Obhgﬂuon at Deccmber 31 339117
(in 000s) . ;
Change in accu'mul'ated post-retirement benefit obligation: '
Obhgauon atjanuary 1 . $9,454
i Service Cost ) 277 - .
‘ Int?rcst Cost 514 '
‘ Actuanal loss ! 104
: Actlml Benefits Paid (574) !
l Expected Medicare Part D Reimbursements 49 :
Obligation at December 31 $9.824 !
J . ! !
| ' 6
j ' '
b o - |




. NUVEEN INVESTMENTS, LI.C

Notes to Statement of Financial Condition

[ December 31, 2006

i

| _
(4) Pensionjand Post-Retirement Plans (Continued)

Post-
| ‘Retirement

(in 000s) | Pension Benefits
(‘-hange in flair value of plan assets: ‘
P'ur value of|plan assets at January 1 $ 26,939 3 -
Aclual return on plan assets 2,406 --
Benefit paynlilents (864) (524)
Company contributions - 524
Flair value ofiplan assets at December 31 28481 ) =

Post-
(in 000s) Retitement
Reconc:llatlon of Net Asset/(Llablllty) Pension . Benefits
E unded status at December 31 $ (10,636) $ (9,824
Accumulated other comprehensxve gain/{loss) (7,499 (294)
Unrccogmzed prior service cost 49 (2,188)
Net actuama} (gain)/loss _ 7,450 2,482

3 _(10.636)

§0.829)

Net asset/ (liability) at December 31
J

|
Plan Assets

'II'he Company employs a total return approach whereby 2 mix of equities and fixed income investments are
used to maximize the long-term return of plan assets for a prudent level of risk. Risk tolerance is established
thlough carlcful consideration of plan liabilites, plan funded status, and corporate financial condition. The
investment portfoho contains a diversified blend of equity and ﬁxedlmcome mvestments. Furthermore,
equity mvestmenls are diversified across U.S. and non-U.S. stocks, and mcludf: small and large capitalizatons
\Ivlth an emphasl= on large capitalizaton stocks. Other assets such as Ireal estate are used to enhance long-
%erm returns while providing additional portfolio diversification. Derfvamres may be used to gain market
exposure m| an efficient and timely manner; however, derivatives may not be used to leverage the portfolio
beyond theI market value of the underlying investments. For the year ended December 31, 2006, no
dcnvatlves were utilized. Investment risk is measured and monitored on an on-going basis through quarterly
%nvestment portfolio teviews and annual liability measurements.

i

iThe expected long-term rate of return on plan assets is estimated based on the plan’s actual historical return
results, thelallowable allocation of plan assets by investment class, market conditions and other relevant
factors The Company evaluates whether the actual allocation has falle'n within an allowable range, and then
the Compaxlq evaluates actual asset returns in total.and by asset class.

|




I © NUVEEN INVESTMENTS, LLC
Notes to Statement of Financial Condition
' December 31, 2006

‘ !

(4)| Pension and Post-Retirement Plans (Continued) [

The followmg table prescnts actual allocation of plan 1ssets n compmbon with the allowable allocation
range, both cq)ressed as a percentage of total plan assets, as of December 31, 2006

 Asset Clas; Actual Allowable !

| Cash | 3% 0-15%

Fixt_:d—incon;le Y 20-60
Equities ' 60 30-70 ,
Other ; -- 0-10 \
Total 100%

i ’ !
v ]
Expecred Contributions :

Durning 20:07, the Patent expects to contribute approximately $153,00Q to the excess pension plan. The
Parent does not expect to make any contributions during 2007 to the qualiﬁed pension plan. In addition,
the Parent expects to contribute approximately §552,000 during 2007, net of expected Medicare Part D
relmbursclemems for benefit payments to the post-retirement benefit pllan

The following table prov1des the expected benefit payments for each of the plans in each of the next five
years as well as for the aggregate of the five fiscal years thereafter:
. | A

{in 000s} ’ Pension Post-retlrement
Expected Benefit Payments . Benefits Beneﬁts
1
| ‘ 2007 : $1,133 $ QOS
| 2008 ! 2,190 635
! b 2009 ’ 1,642 685
| 2010 1,808 709
2011 3,260 722
! 2012 - 2016 14,906 3,847
: ¢ !

The follcgwmg table provrdes the expected Medicare Part DD re1mbursrements for each of the plans in each
of the next five years as well as for the aggregate of the five fiscal years thereafter:

(in 000s) : Post-Retirement
Expected Medicare Part D Reimbursements Benefits
g 2007 - $52 |
- 2008 57 |
. ' 2009 59 |
- ' 2010 61
- L 2011 61 |1

2012 - 2016 316 |
[




NUVEEN INVESTMENTS, LLC
Notes to Statement of Financial Condition
X December 31, 2006

v

i

| . .
(4)I Pension and Post-Retirement Plans (Continued)

Ariﬁ'wmn Recﬂg}'ﬂ"’fd on the Consolidated Balance Sheet of the Parent

The following table provides the amounts recognized on the consolidated balance sheet of the Parent as of
Décember 31}2006. Prepaid benefir costs would be recorded in other assets. Accrued benefit liabilities are

redorded in '1CCrued compensation and other expenses. .
| .
i ' Pension Post-retirement

(m 000s) Benefits Benefits

Assets~ _
Prepmd benefit cost $ -- $ L

Liabilities- '
Current accrued benefit liabilities {133) (532)
Non~currenlt accrued benefit liabilines (10,483 (9,292)

; f .
! Net amount recognized $ (10,636} $ (9,824

The quahﬁed and non- quahﬁed pension plans’ projected benefit obhgaluons exceed the fair value of plan
aclsets for the year ended December 31, 2006. The post-retirement bcneﬁts plan has no plan assets. The
accumulated pxo]erted benefit obhgauon for the post-retirernent plan lS $9.8 million as of December 31,

2006. |

1
Assumplions ]

The assumptions used in the measurement of the benefit obligation as of December 31, 2006 are shown in
the follcmvingI table:

' ' .. Pension Post-retirement

! Benefits Benefits

| Discount rate 5.92% 5.92%
Rate of compensation increase 4.50% N/A

|
']Iht dJscount rates used in the determination of the benefit obligation for pension and post-reurement
beneﬂts weré based on a yleld curve approach at December 31, 2006.

The assumptions used in the determination of the net cost for the year ended December 31, 2006 are shown
i.:!l the following tabie:

f Pension Post-retirerment
: Benefits Bencfits
Discount rate 5.75% 5.75%
prected long-retm rate of return on plan assets 8.19% |' N/A

Rate of com‘pensauon increase | 4.50% . N/A
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1

i
{4) Pension and Post-Retirement Plans (Continued)

IIor purposes of cletermining the post-retirement benefits obligation at Tf)ecember 31, 2006, a 7% annual rate
of increase in the per capita cost of covered health care benefits was assumed for beneficiaries under age 65,
and an 8% |annual rate of increase in the per capita cost of covered health care benefits was used for
l)‘eneﬁcrmesI aged 65 and older. These annual rates of increase gmdually decline to a 5% annual rate of
increase by the year 2009 for beneficiaries under age 65, and the year 2010 for beneficiaries aged 65 and older.
1

r\s;umed health care trend rates have a significant effect on the amounfs reported for the health care plans.

A 1% change in assumed health care cost trend rates would have the followmg effect:

i .
qin 000s) ' 1% Increase 1% Decrease

]* fftect on the health care component of the accumulated post-retirement
, benefit obhgatlon ................................................................................................... $ 1,374 $ (1,134

I
1 .
The Company has a 401(k)/profit sharing plan that covers the majority of its employees, including employees

of the Parent and the Parent’s subsidiaries. Amounts determinable undelr the plan are contributed in part to a
proﬁt sharmg trust qualified under the Internal Revenue Code with the remainder paid as cash bonuses,
equity awards and matching 401(k) employee contributions.

'fhe Compalny has a nonqualified deferred compensation program wlluizreby certain key employees of the
I"ompany as well as the employees of the Parent and the Parent’s subsi(ili'lries can elect to defer receipt of all
9r a portion of their cash bonuses until a date certain or untl retirement, termination, death or disability.
The deferred compensation liabilities incur interest expensc at the pnme rate or at a rate of return of one of
,:everq[ man;tged funds sponsored by the Company, as selected by the parnclpant The Company mitigates its
exposure relatmg to participants who have selected a fund return by investing in the underlying fund at the
tme of the deferral.
|

-

{5) Net Capital Requirement
|

‘The Company is subject to the Securities and Exchange Commission RJle 15¢3-1, the "Uniform Net Capital
Rule", whiclh requires the maintenance of minimum net capital and [requires that the ratio of aggregate
indebtedness to net capital, as these terms are defined, shall not exceed|15 to 1. At December 31, 2006, the

gompany'sjnet capital ratio was 533 to 1 and its net capital was [approximately $8,124,000, which 1s
?5,236,000 in excess of the required net capital of $2,888,000.

I
|
|
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KPMG LLP
303 East Wacker Drive
Chicago, IL 60601-5212

| Independent Audltors Report on
Internal Control Required by Securities Exchange Commlssmn Rulé 17a-5 .

The Board of Directors. : :
Nuveen Investments, LLC: I AT

In planning and performmg our audit of the statement of financial condttlon of Nuveen Investments LLC
(the Company) a subsrdtary of Nuveen Investments, Inc., for the year ended December 31, 2006, we
considered its mtemal control including control activities for safeguardmg securities, in order to determine
our. audmng procedures for the purpose of expressing our opinion on the statement of financial condition
and not- tolprowde assurance on the internal control.

Also, as requnred by rule 17a-5(g)(1) of the Securitics and Exchange Commtssmn (SEC), we have made a -
study of tlhe practlces and procedures followed by the Company, 1ncludmg tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g), in the

I, Makmg the penodlc computations of aggregate indebtedness and net capital under rule 17a-3(a}(11)

and the reserve requnred by rule 15c3-3(e);

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordatlon of dlfferences required by rule 17a-13; :

3. Complylng ‘with the requirements for prompt payment for _se_curities'under Section 8 of Federal

. Reserve R«':gulation T of the Board of Govemors of the Federal Reserve System; and
I

4. Obtammg and malntammg physical possession or control of all fully paid and excess margin securities
of customers as requued by rule 15¢3-3. -

The management of the Company is responsible for establishing and maintaining mternal control and the
practices and procedures referred to-in the preceding paragraph. In{fulﬁllmg this responsibility, estimates
and Judgmentq by management are required to assess the expected benefits and related costs of controls,

and of the practlces and procedures referred to in the preceding paragraph and to assess whether those:
practicesjand lprocedures can be expected to achieve the SEC's above mentioned objectives. Two of the
objectrvcs of mtemal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has! responsibility are safeguarded against
loss from unauthonzed use or disposition, and that transactions are executed in accordance with
managements authorlzatton and recorded properly to. permit.the preparatton of the statement of financial
condltton in conf'orrmty with generallyaccepted accounting prmmples Rule 17a-5(g) lists additional
objectwes of the practlces and procedures listed in the precedmg paragraph

" KPMG LLF a U.5. timited lability partnership, is the U.S,
member firm af KPMG Internaticnal, a Swiss cooperative. i




Because of mherent llmntatlons in internal control or the practices and procedures referred to above, error
or fraud may oceur and not be detected. Also, projection of any evaluanon of them to future periods is
subject to the‘ risk that they may become inadequate becausc |0f changes in conditions or that ‘the
t.ffectlveness of thelr desrgn and operatlon may deteriorate. Qur consideration of internal contro} would not

| I
necessarlly dl‘:CIOSC all matters in internal control that might be 'material weaknesses under standards

t.stabhshed by|the American Institute of Certified Public Accountants A matenial weakness is a condition
in which the design or operation of one or more of the intemal control components does not reduce to a
relauvely‘ low level the risk that misstatements caused by error or fraud in amounts that would be material
in relatlon to the statement of financial condition being audited may occur and not be detected within a
limely pelnod by employees in the normal course of performing | thClI‘ assigned functions. However, we
noted no matters involving internal control, including control activities for safeguarding securltles that we
consider to be materlal weaknesses as defined above . :

We understand that pract:ces and procedures that accompllsh the objectives referred to in the second
paragraph of thlS report are considered by the SEC to be adequate for its purposes in accordance with the
becunt1e§ Exchange Act of 1934 and related regulations, and that practices and procedures that do not
.1ccomphsh suc,h ob}ectlves in all material respects indicate a matenal inadequacy for such purposes. Based
on this understandmg and on our study, we believe that the Companys practices and procedures were
adequate at December 31, 2006, to meet the SEC's objectives. !

This report is mtended solely for the information and use of the Board of Directors, management, the SEC,
the Nattonal Assocratlon of Securities Dealers, Inic., and other regulatory agencies that rely on rule l?a-
3(g) under the: Secuntles Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
iot mtended to be and should not be used by anyone other than these spec1ﬁed parties.

- KPMG LLP

February)26, 2007




