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OATH OR AFFIRMATION

1, George I. Connolly , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Securian Financial Services, Inc. ‘ , as

of December 31 ,2012 , are true and correct. I 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 that of a customer, except as follows:

Zl/]//

Signgture
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Notary Public AAAAAAAAAAAAAAAAAANAAAAAANMA
J > BLAINE D. WESTBERG
This report ** contains (check all applicable boxes): Notary Public-Minnesota
(a) Facing Page.

X My Commission Expires Jan 31, 2015
X (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

X (d) Statement of Changes in Financial Condition.

K (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

X (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
E[]] (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O
0O
X

* %

() 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 Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

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

{0) Report of Independent Registered Public Accounting Firm on internal Controls.
For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KPMG LLP

4200 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder of
Securian Financial Services, Inc.:

We have audited the accompanying financial statements of Securian Financial Services, Inc., which
comprise the statement of financial condition as of December 31, 2012, and the related statements of
operations, changes in stockholders’ equity, and cash flows for the year then ended, that are filed pursuant
to Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. 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 obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly in all material respects, the financial
position of Securian Financial Services, Inc. as of December 31, 2012, and the results of its operations and
its cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
information contained in Schedule I is presented for purposes of additional analysis and is not a required
part of the financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information is the responsibility of management and was derived

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG international Cooperative
("KPMG International”}, a Swiss entity.
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from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information in Schedule I has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information in Schedule I
is fairly stated in all material respects in relation to the financial statements as a whole.

KPME P

Minneapolis, Minnesota
February 25, 2013




SECURIAN FINANCIAL SERVICES, INC.

Statement of Financial Condition

December 31, 2012
(In thousands)
Assets
Cash and cash equivalents $ 10,640
Commissions receivable 3,995
Due from affiliates 621
Accounts receivable 577
Deferred income tax receivable 328
Securities owned, at fair value 1
Software, net of accumulated amortization of $4,156 385
Prepaid expenses 117
Deposit with clearing organization 100
Total assets $ 16,764
Liabilities and Stockholder's Equity
Liabilities:
Commissions payable $ 3,834
Accrued expenses 1,113
Current income tax payable 39
Payable to outside broker/dealer 1
Due to affiliates 3,172
Total liabilities 8,159
Stockholder's equity:
Paid-in capital; 25,000 shares of common stock
authorized, no par value; 100 shares issued and outstanding 53,216
Accumulated deficit (44,611)
Total stockholder's equity 8,605
Total liabilities and stockholder's equity $ 16,764

See accompanying notes to financial statements.




SECURIAN FINANCIAL SERVICES, INC.
Statement of Operations

For the year ended December 31, 2012
(In thousands)

Revenues

Commissions and distribution and service fee income:

12b-1 fees from insurance products $ 10,272
Investment advisory fees 50,929
Other mutual funds 16,510
Variable life and annuities 166,729
Other products 21,230
Fee income received from affiliate 975
Other income 4,990
271,635
Expenses
Commissions and distribution and service fee expense:
12b-1 fees from insurance products 10,272
Investment advisory 44,748
Other mutual funds 30,581
Variable life, variable annuities and other products 158,937
" Salaries and benefits 16,210
Registration fees 975
Clearing fees 723
General and administrative expenses 9,166
271,612
Income from operations before taxes 23
Income tax expense:
Current 6
Deferred 60
Total income tax expense 66
Net loss $ (43)

See accompanying notes to financial statements.




SECURIAN FINANCIAL SERVICES, INC.
Statement of Changes in Stockholder's Equity

For the year ended December 31, 2012

(In thousands)
Paid-in Accumulated
capital deficit Total
Balances at December 31,2011  § 52,216 $ (44,568) $ 7,648
Capital contribution received 1,000 - 1,000
Net loss - (43) (43)
Balances at December 31,2012  § 53,216 $ (44,611) $ 8,605

See accompanying notes to financial statements.




SECURIAN FINANCIAL SERVICES, INC.
Statement of Cash Flows

For the year ended December 31, 2012
(In thousands)

Cash flows used for operating activities

Net loss
Adjustments to reconcile net loss to net cash
used for operating activities:
Amortization
Software
Loss on disposition of software
Change in operating assets and liabilities:
Increase in commissions receivable
Increase in due from affiliates
Decrease in accounts receivable
Change in securities owned
Deferred tax provision
Change in income tax payable - current
Increase in prepaid expenses ’
Increase in commissions payable
Decrease in bonus payable
Decrease in accrued expenses
Change in payable to outside broker/dealer
Increase in due to affiliates

Net cash used for operating activities

Cash flows used for investing activities

Additions to capitalized software
Net cash used for investing activities
Cash flows provided by financing activities
Capital contribution received from stockholder
Net cash provided by financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes to financial statements.

$

$

(43)

234
9

(333)
(388)

363
1

60

1,410
(10)

331
(2,248)
(1,348)

1

546

' (1,417)

(112)

(112)

1,000
1,000

(529)
11,169

10,640
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SECURIAN FINANCIAL SERVICES, INC.
Notes to Financial Statements

December 31, 2012
(in thousands)

Basis of Presentation and Nature of Business

The accompanying financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (GAAP). The financial statements include the accounts of Securian
Financial Services, Inc. (the Company), a wholly-owned subsidiary of Securian Financial Group, Inc.
(SFG).

The preparation of the financial statements in conformity with GAAP requires management to make
certain estimates and assumptions that affect the reported assets and liabilities, including disclosure
of contingent assets and liabilities, as of the statement of financial condition date and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

The Company is a registered broker/dealer in securities under the Securities Exchange Act of 1934.
The Company is also a registered investment adviser under the Investment Advisers Act of 1940.
The Company is the distributor of Minnesota Life Insurance Company’s (Minnesota Life), a
subsidiary of SFG, variable annuity contracts and variable life insurance policies, and also sells
mutual funds, annuity contracts and insurance policies sponsored by third parties.

The Company’s results of operations may not be indicative of the results that might be obtained had it
operated independently. Historically, and in the foreseeable future, the Company is dependent on
SFG to fund its operations.

Summary of Significant Accounting Policies

Commission Income/Expense and Distribution and Service Fee Income/Expense

Commission income on mutual fund, variable life and annuity and investment advisory sales and
other products is earned and recognized on the date of the sale. Related commission expense due to
agents on such sales is also recognized on the date of the sale.

Under an assignment agreement with Minnesota Life, the Company receives 12b-1 fees from the

Securian Funds Trust funds portfolios and the Waddell and Reed Target portfolios, and transfers
them to Minnesota Life.

Cash and Cash Equivalents

Cash and cash equivalents of sufficient credit quality are carried at cost, which approximates fair
value. The Company considers all money market mutual funds with original maturity dates of less
than three months to be cash equivalents. As of December 31, 2012, the Company had $4,678 of
money market mutual funds which are considered Level 1 financial assets under the provisions of fair
value measurement guidance. Fair value is based on quoted market prices in actual markets. The
Company had no other material financial assets that needed to be measured for fair value.




SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

(2) Summary of Significant Accounting Policies (Continued)

Accounts Receivable

Accounts receivable are carried at original amount, less an estimate made for doubtful receivables
based on a review of all outstanding amounts on a monthly basis. At December 31, 2012, the
Company had no allowance for doubtful receivables. Accounts receivable are written off when
deemed uncollectible. Recoveries of accounts receivable previously written off are recorded as
income when received. Interest is not accrued on past-due accounts receivable balances.

Income Taxes

The Company files a life/non-life consolidated federal income tax return with Minnesota Mutual
Companies, Inc., the Company’s ultimate parent. The Company utilizes a consolidated approach to
the allocation of current taxes, whereby, the tax benefits resulting from any losses by the Company,
which would be realized by Minnesota Mutual Companies, Inc. on a consolidated return, go to the
benefit of the Company. The Company is included in the federal tax sharing agreement with
Minnesota Mutual Companies, Inc. Intercompany tax balances are settled annually when the tax
return is filed with the Internal Revenue Service (IRS).

Inherent in the provision for federal income taxes are estimates regarding the deductibility of certain
items and the realization of certain tax credits. In the event the ultimate deductibility of certain items
or the realization of certain tax credits differs from estimates, the Company may be required to
significantly change the provision for federal income taxes recorded on the financial statements. Any
such change could significantly affect the amounts reported on the statement of operations.
Management has used best estimates to establish reserves based on current facts and circumstances
regarding tax exposure items where the ultimate deductibility is open to interpretation. Management
evaluates the appropriateness of such reserves based on any new developments specific to their fact
patterns. Information considered includes results of completed tax examinations, Technical Advice
Memorandums and other rulings issued by the IRS or the tax courts.

The Company utilizes the asset and liability method of accounting for income tax. Under this
method, deferred tax assets and liabilities are recognized for the future tax consequences attributable
to differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or settled. Under this method, the
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the
period that includes the enactments dates. Valuation allowances are established when it is
determined that it is more likely than not that the deferred tax asset will not be fully realized. Current
income taxes are charged to operations based upon amounts estimated to be payable or receivable as a
result of taxable operations for the current year.
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SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

Summary of Significant Accounting Policies (Continued)

Software Capitalization

Computer software costs incurred for internal use are capitalized and amortized over a three or five-
year period. Computer software costs include application software, purchased software packages and

significant upgrades to software. At December 31, 2012, the Company had unamortized software
costs of $385.

Securities
In the normal course of business, the Company periodically holds positions in its brokerage account.
Ownership of these positions ultimately resides with, and is transferred to, customer accounts. The

Company does not hold these positions for sale.

Variable Interest Entities

A variable interest entity (VIE) is an entity that either has investors that lack certain characteristics of
a controlling financial interest or lack sufficient equity to finance its own activities without financial
support provided by other entities. The Company performs ongoing qualitative assessments of its
VIEs to determine whether the Company has a controlling financial interest in the VIE and is
therefore the primary beneficiary. The Company is deemed to have controlling financial interest when
it has both the ability to direct the activities that most significantly impact the economic performance
of the VIE and the obligation to absorb losses or right to receive benefits from the VIE that could
potentially be significant to the VIE.

As of December 31, 2012, the Company had identified no investments or relationships that would be
identified as a VIE.

Risks
The following is a description of the significant risks facing the Company:
Off-Balance-Sheet Risk:

In the normal course of business, the Company executes and enters into securities transactions that
are carried and cleared by other broker-dealers on a fully disclosed basis. In the event counterparties
do not fulfill their obligations, the Company may be exposed to risk. Amounts due from broker-
dealers represent a concentration of credit risk. The risk of default depends on the creditworthiness
of the counterparty. The Company does not anticipate nonperformance by its clearing brokers. In
addition, the Company has a policy of reviewing, as necessary, the credit standing of each
counterparty with which it conducts business.
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SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

Risks (Continued)

The agreement between the Company and its clearing agents provide that the Company is obligated to
assume any exposure related to nonperformance by its customers. The Company seeks to minimize
the risk of loss through procedures designed to monitor the creditworthiness of its customers and that
transactions are executed properly by the clearing agents.

Credit Risk:

Certain financial instruments, consisting of cash and cash equivalents, potentially subject the
Company to concentration of credit risk. The Company places its cash and cash equivalents with high
quality financial institutions and, at times, these balances may be in excess of the Federal Deposit
Insurance Corporation (FDIC) insurance limit. The Company has not experienced any losses in such
accounts for the year ended December 31, 2012.

Legal/Regulatory Risk:

The risk that changes in the legal or regulatory environment in which the Company operates could
result in increased competition, reduced demand for the Company’s products or services, or
additional unanticipated expenses incurred. The Company employs compliance and operating
practices that identify and minimize the adverse impact of this risk. The Company additionally
attempts to minimize adverse impact of this risk through a varied offering of products and services.

New Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update 2011-04 (ASU 2011-04), Fair Value Measurements (Topic 820): Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs, which
clarifies existing guidance related to the application of fair value measurement methods and requires
expanded disclosures. ASU 2011-04 was effective for non-public entities for annual reporting
periods beginning after December 15, 2011. There was no impact to the Company’s results of
operations or financial position due to the adoption of this new guidance.

Related Party Transactions

The Company is the distributor of Minnesota Life’s variable annuity and variable life products. The
Company received compliance fees of $975 during 2012, which is included in fee income received
from affiliate in the statement of operations, from Minnesota Life for performing compliance
functions for these variable products. The Company also recognized commission income of $140,934
in 2012 related to distribution activities, of which $1,695 was included in commissions receivable at
December 31, 2012.

10




©))

©

SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

Related Party Transactions (Continued)

The Company also has an agreement with an affiliate, Securian Trust Company, N.A. (STC), an
affiliated national bank. Under this agreement, the Company receives referral fees for clients who
name STC trustee of a Trust. The Company received fees of $314 for the year ended December 31,
2012, which is included in other income in the statement of operations, of which $40 was included in
due from affiliates at December 31, 2012.

Under a management services agreement with Minnesota Life, H. Beck, Inc. (H. Beck) and STC, the
Company is charged expenses including allocations for occupancy costs, data processing,
compensation, advertising, and promotion and other administrative expenses, which Minnesota Life,
H. Beck and STC, incurs on behalf of the Company. For the year ended December 31, 2012, the
Company was charged expenses totaling $10,414 of which $3,021was included in due to affiliates
and $200 was included in due from affiliates at December 31, 2012.

Distribution and service fee income of $3,277 was recognized and included in 12b-1 fees from
insurance products during the year ended December 31, 2012 under agreements with certain
investment companies managed by an affiliate, Advantus Capital Management, Inc. Such fees are
used to pay certain expenses incurred in the distribution of shares of associated mutual funds which
have adopted Plans of Distribution pursuant to Rule 12b-1 under the Investment Company Act of
1940 (as amended).

Under an assignment agreement with Minnesota Life, 12b-1 fees from Securian Funds Trust, the
Waddell & Reed Target Portfolios and other mutual funds, are transferred to Minnesota Life. During
2012, $10,272 was received and $10,121 was transferred. At December 31, 2012, $151 was payable
to Minnesota Life and included in due to affiliates.

The Company has an agreement with an affiliated registered broker/dealer in securities. Under this
agreement, the Company assists the affiliated broker/dealer in compliance, training and marketing
and provides services such as accounting and auditing. The Company charges expenses related to
these activities to the affiliated party and receives reimbursement. For the year ended December 31,
2012, the Company charged expenses totaling $2,033, and $381 was included in due from affiliates at
December 31, 2012 for such expenses.

Transactions with Clearing Agents
The agreement with the Company’s clearing agent provides for clearing charges at a fixed rate

multiplied by the number of trades processed by the Company. The clearing agreement also requires
the Company to maintain a minimum deposit of $100.

11




SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

(7) Income Taxes

The difference between the income tax expense and income taxes computed using the U.S. federal
income tax rate of 35% is as follows:

Amount computed using the statutory rate $ 8
State taxes, net of federal benefit 107
Change in valuation allowance (65)
Other 16
$ 66

The income tax expense (benefit) for the year ended December 31, 2012 consisted of the following:

: ' Current Deferred Total
Federal $ 24) $ 48 $ 24
State 30 12 42

$ 6 $ 60 $ 66

The tax effects of temporary differences that gave rise to the Company’s net deferred tax asset at
December 31, 2012 are as follows:

Deferred tax asset:

Net operating losses $ 1,494
Intangible assets , v 154
Gross deferred tax assets 1,648

Less valuation allowance (926)
Deferred tax asset, net of valuation allowance 722

Deferred tax liabilities:

Prepaid expenses 83
Capitalized software 311
Gross deferred tax liabilities 394
Net deferred tax asset $ 328

The Company has recorded a valuation allowance as of December 31, 2012 related to tax benefits of
certain state operating loss carryforwards. The valuation allowance reflects management's
assessment, based on available information, that it is more likely than not that the deferred income tax
asset for certain state operating loss carryforwards will not be realized. The decrease in the deferred
tax asset valuation allowance for the year ended December 31, 2012 was $65.

12
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SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

Income Taxes (Continued)

The state net operating loss carryforwards amount to $27,858 at December 31, 2012 and were
generated in various states with expiration periods of 5 to 20 years. Some of the Company’s net
operating losses will expire beginning 2013 through 2030. Therefore, the Company has provided for
a 62% valuation allowance against its net operating loss deferred tax assets as of December 31, 2012.

Income taxes received for the year ended December 31, 2012 were $1,405.
As of January 1, 2012 and December 31, 2012, the balance of unrecognized tax benefits was zero.

As of December 31, 2012, the Company did not have any amounts accrued for interest and penalties.

At December 31, 2012, there are no positions for which it is reasonably possible that the total
amounts of unrecognized tax benefits will significantly increase or decrease within 12 months of the
reporting date.

The consolidated federal income tax returns for Minnesota Mutual Companies, Inc. and subsidiaries
for the years 2010 and 2011 are currently under examination by the IRS. The Company believes that
any additional taxes refunded or assessed as a result of the examination will not have a material
impact on its financial position. In addition, the IRS issued a final audit report in 2012 for their
examination of the consolidated returns for tax years 2008 and 2009. The audit report was contested
with the IRS Office of Appeals, and the returns for those years have been sent back to the
examination agent for resolution; however, there were no issues pertaining to the Company. Also
during 2012, a federal tax settlement refund was received with respect to tax years 1995-1997 and
intercompany tax billings were completed. All accruals for those years were released.

Net Capital Requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Commission, the
Company is required to maintain minimum net capital as defined under such provisions. Net capital
and the related net capital ratio may fluctuate on a daily basis. At December 31, 2012, the Company
had net capital of $5,932, which was $5,375 in excess of its required net capital of $557. The
Company’s net capital ratio (ratio of aggregate indebtedness to net capital) was 1.41 to 1 at December
31, 2012.

Rule 15¢3-3

The Company clears all customer transactions on a fully disclosed basis with a clearing broker/dealer.
The Company does not hold customer funds or safekeep customer securities and is therefore, exempt
from Rule 15¢3-3 of the Securities and Exchange Commission under subsection (k). Under this
exemption, the “Computation for Determination of Reserve Requirements” and “Information Relating
to the Possession or Control Requirements” are not required.

13




SECURIAN FINANCIAL SERVICES, INC.

Notes to Financial Statements (Continued)
(in thousands)

(10) Dividends and Capital Contributions

During 2012, the Company received a capital contribution of $1,000 from SFG. This contribution
was made in the form of cash.

(il) Contingencies

The Company is involved in various pending or threatened legal proceedings arising out of the
normal course of business. In the opinion of management, the ultimate resolution of such litigation
will not have a material adverse effect on operations or the financial position of the Company.

(12) Subsequent events
The Company evaluated subsequent events through February 25, 2013, the date these financial

statements were issued. There were no material subsequent events that required recognition or further
disclosure in the Company’s financial statements.

14




Schedule 1

SECURIAN FINANCIAL SERVICES, INC.
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

as of December 31, 2012
(In thousands)
Stockholder's equity $ 8,605
Deductions - nonallowable assets: )
Due from affiliates 621
Accounts receivable 577
Software 385
State income tax receivable, current and deferred 864
Prepaid expenses 117
2,564
Net capital before haircuts on securities 6,041
Haircuts on securities 109
Net capital $ 5,932
Total aggregate indebtedness $ 8,357
Net capital $ 5,932
Minimum capital required to be maintained (the greater
of $50 or 6-2/3% of aggregate indebtedness of
$8,357) 557
Net capital in excess of requirements $ 5,375
Ratio of aggregate indebtedness to net capital 1.41to0 1

There were no material differences in the computation of net capital or aggregate indebtedness between the
amounts included in the Company's unaudited December 31, 2012 Part IIA of FOCUS Form X-17A-5
and the above computations.

See accompanying report of independent registered public accounting firm.
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KPMG LLP

4200 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402

Report of Independent Registered Public Accounting Firm On Internal
Control Pursuant to Securities and Exchange Commission Rule 17a-5

The Board of Directors and Stockholder of
Securlan Financial Services, Inc.:

In planning and performing our audit of the financial statements of Securian Financial Services, Inc. (the
Company), as of and for the year ended December 31, 2012, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s 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 (SEC), we have made a
study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding securities. This 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 the
recordation of differences required by Rule 17a-13, and

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 achieve the SEC’s previously 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.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International”), a Swiss entity.
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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 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.

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 company's financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be 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 previously.

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, 2012, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors and Stockholder,
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.

YoMl [LF

February 25, 2013
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KPMG LLP

4200 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402

Report of Independent Registered Public Accounting Firm on
Applying Agreed-Upon Procedures Pursuant to SEC Rule 17a-5(¢e)(4)

The Board of Directors
Securian Financial Services, Inc:

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2012, which were agreed to by Securian Financial Services, Inc.
(the Company) and the Securities and Exchange Commission, Financial Industry Regulatory Authority,
Inc., and SIPC, solely to assist you and the other specified parties in evaluating the Company’s
compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7).
The Company’s management is responsible for the Company’s compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. The sufficiency of these procedures is solely
the responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose. The procedures we performed and our findings are as
follows:

1. Compared the listed assessment payments in the amended Form SIPC-7 with respective cash
disbursement records entries in the Company’s general ledger, noting no differences;

2. Compared the amounts reported on the Form X-17A-5 for the year ended December 31, 2012, as
applicable, with the amounts reported in the amended Form SIPC-7 for the year ended December 31,
2012, noting no differences;

3. Compared any adjustments reported in the amended Form SIPC-7 with supporting schedules and
working papers noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in the amended Form SIPC-7 and in the
related schedules and working papers supporting the adjustments noting no differences; and

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed noting no overpayment had been applied.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed. additional procedures, other matters might have come to our attention that would have been
reported to you.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG Internationat Cooperative
{"KPMG International”), a Swiss entity.
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This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

KPMes LLP

February 25, 2013
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 %azsg%gtggooD .C. 20090-2185

General Assessment Reconciliation
For the fiscal year ended ,wa‘*\‘w 2\ , 20 \Z
(Read carefully the instructions in your Working Copy before compieting this Form)

TO BE FILED BY ALL SiPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act regisiratioft no. and month in which fiscal year ends for
purpases of the audit requirement of SEC Rule 17a 5:

SIPC-7

(33-REV 7/10)

SIPC-7

(33-REV 7/10) .

g - . ’ 7] Note: if any of 1he information shown on the
' 6%(;,»(\,% (.mq ¢ WO S@vusa/; , e maiting label requires correction, please e-mail
. . any corrections to form@sipc.org and so
?:‘1" ' (?::LC@'H? R indicate on the form filed.
(N ST .
’?JJ 3@@1 ' STEA Name and telephone number of parson to
319” WKPMQ( M g<ied ~ contact respecting this form.

s T | Gl Cenat_©51-bes-aly

2. A. General Assessment (item 2e from page 2) | $ 31 }‘BEH
B. Less payment made with SIPC-6 filed (exclude interest) | 33‘945 )
\.QA 14 2ol !
Bate Paid

. Less prior overpayment applied : ‘ { ' )

G
D. Assessment balance due or (overpayrﬁent)
E

Interest computed on fate payment {see instruction E) for days at 20% per annum

2B b6

F. Total assessment balance and interest due (or overpayment carried forward)
G. PAID WITH THIS FORM: ‘ . B

ot muct e sams st F sbove) ; 4,138 *Agply 534549 subealiD
H. Overpanent carried forward ' $( ) o 18,2003

3. Subsidiaries (S) and prede'cessors'(P) included in this form {give name and 1934 Act registration number): -

The SIPC member submitting this form and the

person by whom it is executed represent thereby - ;1 ) “’Q ?q
that all information contained herein is true, correcl Cl o LAGACL t e N
{Name of Corparation, Parinership or other organizaiion)

and compleis. _ : ) & Ly

) {Authorized Stgnawre) 7
Dated the'Zl day of ;YLFMD\ , 20 \?) . %/‘{V‘/u\m ({b D gmo‘_ qwa_a\w ~,&—/
- 4

{Title}

This form and the assessment payment is due 60 days after the end of the fiscal year, Retain the Working Copy of this form
for a period of not less than 6 years, the fatest 2 years in an easily accessible place.

e Dates:

= Postmarked Received Reviewed

hid .

= Calculations Documentation . Forward Copy
e ,

c> Exceptions:

Q.

o Disposition of exceptions:




e | ke INOTERIVNAR I W IN IS WEINW MMk ViU IHNTM Nk ¥ itV
AND GENERAL ASSES_SMENT Amounis for,the fiscal period
beginning daw 4 | 20 t2

and ending e BV, 20 I'Z

Eliminate cents

{tem No. ' ' R
2. Tolal revenue (FOCUS Ling 12/Part 11A Line 9, Code 4030) o S $98,7—52,.95’0

2b. Additions:
{1} Total revenues from the securities business of subsidiaries {except foreign subsidiaries) and
predecessors nof included above.

{2} Net loss from principal transactions in secutities in trading accounts.

{3} Ne! loss from principal transactions in commodities in frading accounts,

{4) Inferest and dividend expense deducted in deiermining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising', printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in invesiment accounts.

Total additions

2c¢. Deductions:
{1} Revenues from the distribution of shares of a reglslered open end investment company or unit.
investment trust, from the sale of variable annuities, from the business of insurance, from invesiment
advisory services rendered to registered investmenl companies or insurance company separate

accounts, and from transactions in security futures produets.

(2) Revenues from commodity transactions

(3} Commissions, tioor brokerage and clearance paid to other SIPC members in connection wnh
securities transactions.

{4) Reimbursements for postage in connection with proxy selicitation.

{5) Net gain from securities in investment accounts.

{6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
i) Treasury biils, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

{7) Direct expenses of printing advertising and !egal fees incurred in connection with other revenue
related 1o the securities business {revenue defined by Section 16{9)(L) of the Act).

(8) Other revenue not related either dlrectly or indirectly to the secunues business.
(See Instruction C):

{Deductions in excess of $100,000 require documentation)

9} (i) Total interest and dividend expense (FOCUS Line 22/PART 1IA Line 13,
Code 4075 plus line 2b(4) above) but not in excess
of total interest and divigend income. $

{ii} 40% of margin interest earned on customers securities
accounts (40% of FOCUS line 5, Code 3960). $

* Enter ihe greater of fine (i) or (ii)'

Total deductions

2d. SIPC Net Operating Revenues o | $ 98 , 352,220

2e. General Assessment @ .0025 $ -41).88 [

{to page 1, line 2.A.)



