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Oath or Affirmation

I, Carlos Huerta, affirm that to the best of my knowledge and belief, the accompanying financial
statements and supplemental information pertaining to the firm of Clark Securities, Inc., as of
December 31, 2009, are true and correct. I further affirm that neither the Company nor any
principal officer or director has any proprietary interest in any account classified solely as that of
a customer.

No

WAL, MARTINJ. WEBB CEQﬁ u U

H :5 MY COMMISSION EXPIRES Carlos Huerta
March 15, 2012 Vice President & CFO
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder
Clark Securities, Inc.

We have audited the accompanying statements of financial condition of Clark Securities, Inc.
(the Company) as of December 31, 2009 and 2008, and the related statements of operations,
changes in stockholder’s equity, and cash flows for the years then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. We were not
engaged to perform an audit of the Company’s internal control over financial reporting. Our
audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Clark Securities, Inc. at December 31, 2009 and 2008, and the results of
its operations and its cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplemental schedules are presented for the
purpose of additional analysis and are not a required part of the basic financial statements but are
supplemental information required by Rule 17a-5 of the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

L oot g COF

February 19, 2010

0909-1091661 1
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Clark Securities, Inc.

Statements of Financial Condition

Assets

Cash and cash equivalents

Commissions receivable, net of allowance
(2009 — $92,717; 2008 — $99,378)

Deferred tax asset, net

Recoverable under tax allocation agreement

Prepaid expenses and other assets

Total assets

Liabilities and stockholder’s equity
Liabilities:
Commissions payable
Due to affiliates
Bonuses payable
Accounts payable and accrued liabilities
Payable under tax allocation agreement
Deferred tax liability, net
Total liabilities

Stockholder’s equity:
Common stock, no par value
1,000 shares authorized and issued
Paid-in capital
Retained earnings
Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes.

0909-1091661

December 31

2009 2008

$ 15,646,040 $ 19,318,534
1,038,816 1,398,669
90,396 -

- 2,050,272

218,008 175,728

$ 16.993.260 $ 22.943.203
$ 272,076 $ 339,938
2,941,473 4,680,356
187,915 189,590
98,146 76,517
986,121 -

— 267,725

4,485,731 15,554,126
15,000 15,000
2,571,131 2,392,576
9,921,398 14,981,501
12,507,529 17,389,077
$ 16,993,260 $ 22943203




[

Revenues

Commission and fee income
Interest income

Total revenues

Expenses

Commissions

Operating expenses

Total expenses

Income before income taxes

Income taxes
Net income

See accompanying notes.
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Clark Securities, Inc.

Statements of Operations

Year Ended December 31

2009 2008
$ 22,811,550 $§ 33,476,668
33,318 382,675
22,844,868 33,859,343
4,189,985 6,897,230
13,069,585 20,123,079
17,259,570 27,020,309
5,585,298 6,839,034
2,265,677 1,706,235

$ 3319621 %

5,132,799




Clark Securities, Inc.

Statements of Changes in Stockholder’s Equity

Balance at January 1, 2008
Capital contribution from
Clark Consulting
Distributions to
Clark Consulting
Net income
Balance at December 31, 2008
Capital contribution from
Clark Consulting
Distributions to
Clark Consulting
Net income
Balance at December 31, 2009

See accompanying notes.

0909-1091661

Total
Common Paid-In Retained Stockholder’s
Stock Capital Earnings Equity

$ 15,000 §$ 1,235,000

- 1,157,576

$ 25,790,541 $ 27,040,541
- 1,157,576

(15,941,839)  (15,941,839)

- — 5,132,799 5,132,799
15,000 2,392,576 14,981,501 17,389,077
- 178,555 - 178,555

- - (8,379,724) (8,379,724)
- 3,319,621 3,319,621

$ 9,921,398 $ 12,507,529

$ 15,000 § 2,571,131



Clark Securities, Inc.

Statements of Cash Flows

Operating activities
Net income
Adjustments to reconcile net income to net cash and cash
equivalents provided by operating activities:
Changes in operating assets and liabilities:
Commissions receivable
Tax allocation agreement
Prepaid expenses and other assets
Commissions payable
Due to (from) affiliates
Bonuses payable
Accounts payable and accrued liabilities
Deferred tax (benefit) expense
Net cash and cash equivalents provided by operating activities

Financing activities

Distributions to Clark Consulting

Capital contribution from Clark Consulting

Net cash and cash equivalents used by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental cash flow information

Cash paid to (received from) Clark Consulting

for income taxes

See accompanying notes.

0909-1091661

Year Ended December 31
2009 2008
$ 3,319,621 $§ 5,132,799
359,853 2,709,635
3,036,393 (2,050,272)
(42,280) (38,493)
(67,862) 77,106
(1,738,883) 4,212,464
(1,675) (12,037)
21,629 (122,820)
(358,121) 284,176
4,528,675 10,192,558
(8,379,724) (15,941,839)
178,555 1,157,576
(8,201,169) (14,784,263)
(3,672,494) (4,591,705)
19,318,534 23,910,239

15,646,040 3 19,318,534

$

(591,150) $

3,472,331
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Clark Securities, Inc.

Notes to Financial Statements

December 31, 2009

1. Organization

Clark Securities, Inc. (CSI or the Company) is a wholly owned subsidiary of Clark Consulting,
LLC (Clark Consulting), a limited liability company. Clark Consulting is a wholly owned
subsidiary of AUSA Holding Company, a wholly owned subsidiary of AEGON N.V. The
Company is a broker-dealer registered with the Securities and Exchange Commission (the SEC)
and is a member of the Financial Industry Regulatory Authority (FINRA). The Company is
engaged in a single line of business as a securities broker-dealer for the sale of variable life
insurance, mutual funds, and variable annuity contracts primarily to large U.S. corporations.

2. Summary of Significant Accounting Policies
Basis of Presentation

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash Equivalents

Highly liquid investments purchased with a maturity of three months or less are considered cash
equivalents, including short-term reverse repurchase agreements. Cash equivalents are stated at
amounts that approximate fair value.

Deferred Income Taxes

Deferred tax assets and liabilities are recorded based on the difference between the financial
statement and tax bases of assets and liabilities at the enacted tax rates expected to apply to
taxable income in the year in which the deferred tax asset or liability is expected to be settled or
realized.

Allowance for Doubtful Accounts

The Company establishes an allowance for doubtful accounts to reduce its receivables to their net

realizable value. The allowance is estimated by management based on general factors such as the
aging of the receivables and historical collection experience.

0909-1091661 6
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Clark Securities, Inc.

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Commissions Payable

The Company accrues commission expense and the related commission payable at the time the
commission income is recorded.

Commission Income

Commission income is accrued at the time a contract or policy application is completed, the
premium is paid (if applicable), and the party is contractually committed to purchase the contract
or policy. In addition, commission income from contract or policy renewals is recognized on the
date that the renewal premium is due or paid by the client to the insurance company, depending
on the type of policy.

Financial Instruments

In the normal course of business, the Company invests in various financial assets and incurs
various financial liabilities. The fair value of all assets and liabilities approximates their carrying
value.

Accounting Guidance

On July 1, 2009, the Financial Accounting Standards Board (FASB) Accounting Standards
Codification (the Codification) was launched as the single source of authoritative
nongovernmental generally accepted accounting principles (GAAP). Guidance in the
Codification is organized by Topic, each representing a collection of related guidance. All
guidance contained in the Codification carries an equal level of authority. The Company adopted
guidance that establishes the Codification as the source of authoritative GAAP for the period
ended December 31, 2009. The adoption required updates to the Company’s financial statement
disclosures and did not impact the Company’s results of operations or financial position. This
guidance was formerly known as Statement of Financial Accounting Standards (SFAS) No. 168,
The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted
Accounting Principles, a replacement of FASB Statement No. 162.

0909-1091661 . 7
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Clark Securities, Inc.

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

On January 1, 2008, the Company adopted ASC 820, Fair Value Measurements and Disclosures,
which defines fair value, establishes a framework for measuring fair value in accordance with
generally accepted accounting principles, and expands disclosures about fair value
measurements. The adoption did not have a material impact on the Company’s financial
statements. This guidance was formerly known as SFAS No. 157, Fair Value Measurements. See
Note 3 to the financial statements for additional disclosure.

Effective December 31, 2009, the Company adopted ASC 855 Subsequent Events, which
establishes general standards of accounting for and discourse of events that occur after the
balance sheet date but before financial statements are issued or are available to be issued. The
guidance requires the disclosure of the date through which an entity has evaluated subsequent
events and whether that date represents the date the financial statements were issued or were
available to be issued. The adoption did not impact the Company’s results of operations or
financial position. This guidance was formerly known as SFAS No. 165, Subsequent Events.
Management has evaluated the financial statements for subsequent events through February 19,
2010, the date which the financial statements are issued.

3. Fair Value Measurements and Fair Value Hierarchy

ASC 820 defines fair value, establishes a framework for measuring fair value, establishes a fair
value hierarchy based on the quality of inputs used to measure fair value, and enhances
disclosure requirements for fair value measurements.

In accordance with ASC 820, the Company has categorized its financial instruments into a three-
level hierarchy, which is based on the priority of the inputs to the valuation technique. The fair
value hierarchy gives the highest priority to quoted prices in active markets for identical assets or
liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to
measure fair value fall within different levels of the hierarchy, the category level is based on the
lowest priority level input that is significant to the fair value measurement of the instrument.

0909-1091661 _ 8
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Clark Securities; Inc.

Notes to Financial Statements (continued)

3. Fair Value Measurements and Fair Value Hierarchy (continued)

Financial assets and liabilities recorded at fair value on the Statements of Financial Condition are
categorized as follows:

Level 1. Unadjusted quoted prices for identical assets or liabilities in an active market.

» Level 2. Quoted prices in markets that are not active or inputs that are observable either

directly or indirectly for substantially the full term of the asset or liability. Level 2 inputs
include the following:

a) Quoted prices for similar assets or liabilities in active markets
b) Quoted prices for identical or similar assets or liabilities in non-active markets
c¢) Inputs other than quoted market prices that are observable

d) Inputs that are derived principally from or corroborated by observable market data
through correlation or other means

Level 3. Prices or valuation techniques that require inputs that are both unobservable and
significant to the overall fair value measurement. They reflect management’s own
assumptions about the assumptions a market participant would use in pricing the asset or
liability.

The following table presents the Company’s hierarchy for its assets measured at fair value on a
recurring basis at December 31, 2009 and 2008:

December 31, 2009
Assets
Measured Fair Value Hierarchy Level
at Fair Value  Level 1 Level 2 Level 3
Assets
Cash equivalents ® $15,555,000 $ —  $15,555,000 $ —
Total assets $15,555,000 $ —  $15,555,000 $ -

0909-1091661 : 9



Clark Securities, Inc.

Notes to Financial Statements (continued)

3. Fair Value Measurements and Fair Value Hierarchy (continued)

December 31, 2008
Assets
Measured Fair Value Hierarchy Level
at Fair Value  Level 1 Level 2 Level 3
Assets
Cash equivalents ©® $19,318,534 § — $19,318,534 $ -

Total assets $19,318,534 $ — $19,318,534 § -

(a) Cash equivalents are primarily valued at amortized cost, which approximates fair value.
Operating cash is not included in the above-mentioned tables.

4. Related-Party Transactions

Clark Consulting provides services and pays certain expenses on behalf of the Company under
the terms of an expense allocation arrangement. During the years ended December 31, 2009 and
2008, $9,909,270 and $16,464,514, respectively, was allocated for these services and expenses,
which is included in operating expenses in the Statements of Operations. These services -
included, but were not limited to, contract labor, employee recruitment and training, IT support,
meetings and seminars, payroll service, and records management.

The Company receives commission revenue from AEGON N.V. subsidiaries under the terms of
representative agreements. During the years ended December 31, 2009 and 2008, $5,883,874 and
$6,601,192, respectively, of commission revenue from AEGON N.V. subsidiaries was included
in commission and fee income in the Statements of Operations.

The Company records distributions to Clark Consulting based on commission income less
general and administrative expense and income tax allocations from Clark Consulting. Timing
and accruals can cause the distribution to Clark Consulting to fluctuate. Distributions to Clark
Consulting during the years ended December 31, 2009 and 2008, were $8,379,724 and
$15,941,839, respectively.

0909-1091661 10



Clark Securities, Inc.

Notes to Financial Statements (continued)

5. Commitments

The Company intends to continue to make periodic distributions to Clark Consulting while
maintaining net capital in excess of its required amount.

From time to time, the Company is involved in various claims and lawsuits incidental to its
business. The Company is not aware of any legal proceedings that are believed to have a
material effect on the Company’s financial position.

6. Net Capital Requirements

As a registered broker-dealer, the Company is subject to the SEC Uniform Net Capital
Rule 15¢3-1 (the Rule) under the Securities Exchange Act of 1934, which requires the
maintenance of minimum net capital, as defined under the Rule, equivalent to the greater of
$5,000 or 6 2/3% of aggregate indebtedness, as defined under the Rule.

As of December 31, 2009, the Company had net capital, as defined under the Rule, of
$11,873,905, which was $11,574,857 in excess of its required net capital of $299,048. At
December 31, 2009, the Company’s aggregate indebtedness to net capital ratio was .38 to 1.00.

7. Income Taxes

Under the terms of a tax-sharing agreement, each member of the group has agreed to pay its
proportionate share of income taxes calculated on a separate return basis, except that tax credits,
certain state income tax adjustments, and net operating loss carryforwards are determined on the
basis of the consolidated group. Accrued separate Company state income taxes for consolidated
state income tax returns that are not paid by the Company under the tax sharing agreement are
settled through capital contributions or distributions to the Parent. During 2009, the Company
received such contributions from Clark Consulting of $178,555 and $1,157,576 as of
December 31, 2009 and 2008, respectively. Deferred income taxes have been established by
each member of the consolidated group based upon temporary differences within each entity.

The Company files a consolidated return in the U.S. federal tax jurisdiction and various state tax
jurisdictions. The Internal Revenue Service audits are final for tax years prior to 2004.

0909-1091661 11



Clark Securities, Inc.

Notes to Financial Statements (continued)

7. Income Taxes (continued)

The provision for income taxes for the years ended December 31, 2009 and 2008, includes the
following components:

2009 2008
Current:
Federal ' $ 2,778,735 § 814,257
State , (154,937) 607,802
Total current 2,623,798 1,422,059
Deferred tax (asset) liability, net ’ (358,121) 284,176
Total income taxes $ 2,265,677 $ 1,706,235

Deferred income taxes arise primarily from differing methods used to account for the allowance
for bad debts and prepaid expenses not deductible until future periods for tax purposes. Deferred
income taxes are consist of the following at December 31:

2009 2008
Deferred tax assets $ 175431 $ 131,358
Deferred tax liabilities, net (85,035) (399,083)
Total net deferred tax assets (liabilities) $ 90,396 $ (267,725)

The Company has analyzed all material tax provisions under the guidance of ASC 740, Income
Taxes related to the accounting for uncertainty in income tax and has determined that there are no
tax benefits that should not be recognized as of December 31, 2009 or 2008. There are no
unrecognized tax benefits that would affect the effective tax rates.

The Company classifies interest and penalties related to income tax as interest expense and

penalty expense, respectively. The Company has recognized no such interest and penalties in its
financial statements for the years ended December 31, 2009 or 2008.

0909-1091661 12
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Clark Securities, Inc.
Computation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2009

Computation of net capital

Total stockholder’s equity $ 12,507,529
Nonallowable assets and deductions:

Other assets $ 308,404

Commissions receivable 325,220
Total nonallowable assets and deductions 633,624
Net capital $ 11,873,905

Computation of alternate net capital requirement

Aggregate indebtedness . $ 4,485,731
Minimum net capital requirement (greater of $5,000 or

6 2/3% of aggregate indebtedness) $ 299,048
Excess net capital $ 11,574,857
Excess net capital at 1,000% $ 11,425,331
Ratio of aggregate indebtedness to net capital 38% |

There were no material differences between the audited Computation of Net Capital included in
this report and the corresponding schedule included in the Company’s unaudited December 31,
2009, Part ITA FOCUS filing.

0909-1091661 13



Clark Securities, Inc.

Computation for Determination of Reserve Requirements
for Brokers and Dealers Pursuant to Rule 15¢3-3

December 31, 2009

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act
of 1934, in that the Company’s activities are limited to those set forth in the conditions for
exemption appearing in paragraph (k)(1) of 15¢3-3.

0909-1091661 14



Clark Securities, Inc.

Customer Protection — Reserve and Custody of Securities Requirements
for Brokers and Dealers Pursuant to Rule 15¢3-3

December 31, 2009

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act
of 1934, in that the Company’s activities are limited to those set forth in the conditions for
exemption appearing in paragraph (k)(1) of 15¢3-3.

0909-1091661 : 15
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Supplementary Report of Independent Registered Public
Accounting Firm on Internal Control Required by SEC Rule 17a-5(g)(1)

The Board of Directors and Stockholder
Clark Securities, Inc.

In planning and performing our audit of the financial statements of Clark Securities, Inc. (the
Company) as of and for the year ended December 31, 2009, in conformity with auditing
standards generally accepted in the United States, we considered its internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. The study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to

0909-1091661 : 16
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achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and was not designed to identify all deficiencies in internal control that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control and control activities for safeguarding securities that we consider
to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2009, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the Financial Industry Regulatory Authority, and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these specified
parties.

Goasb ey LT

February 19, 2010
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