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OATH OR AFFIRMATION

I, Cindy Burnette , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

VALIC Financial Advisors, Inc. , as
of _ December 31 ,2013 , 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:

~
wAl

Signature

Chief Financial Officer
Title

Public

REGINA M MORRISON§
A

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

(a) Facing Page. o

(b) Statement of Financial Condition. h‘v S S ARSI SIS S SIS S S S S

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(k) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

() AReconciliation, 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.

(I) An Oath or Affirmation.

O mA copy of the SIPC Supplemental Report.

O maA report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 ONSRORNOR

**For conditions of confidential treatment of certain portions of this Jiling, see section 240.1 7a-5(e)(3).
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Independent Auditor's Report

To the Board of Directors and Stockholder of:
VALIC Financial Advisors, Inc.

We have audited the accompanying financial statements of VALIC Financial Advisors, Inc. which
comprise the statement of financial condition as of December 31, 2013, and the related statement of
operations, changes in stockholder’s equity, and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America; 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
€rTor.

Auditor's Responsibility

Our responsibility is to express an opinion on the 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 from 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 our 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, we consider internal control relevant to the Company'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 Company'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 VALIC Financial Advisors, Inc. at December 31, 2013, and the results of its operations
and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

PricewaterhouseCoopers LLP, 1201 Louisiana, Suite 2900, Houston, TX 77002-5678
T: (713) 356 4000, F: (713) 356 4717, www.pwc.com/us



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The information contained in Schedule I, IT and III 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. The information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information 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 is
fairly stated, in all material respects, in relation to the financial statements taken as a whole.

,%ww‘:m&?w Lep

February 25, 2014




VALIC Financial Advisors, Inc.
Statement of Financial Condition
December 31, 2013

Assets

Cash and cash equivalents

Funds deposited with clearing organizations, restricted
Accounts receivable

Accounts receivable from affiliates

Federal income tax receivable from affiliate - current
Dealer concession receivable

Dealer concession receivable from affiliates
Advisory service fee receivable

Service fee receivable

Interest receivable

Prepaid expenses

Deferred tax asset

Total assets

Liabilities and Stockholder's Equity
Liabilities
Accounts payable to affiliates
Commissions payable
Accrued liabilities
State income and sales tax payable

Total liabilities

Commitments and contingencies (note 7)

Stockholder's equity
Common stock, par value $1 per share
Authorized shares — 1,000
Issued and outstanding shares — 1,000
Additional paid-in capital
Retained earnings

Total stockholder's equity
Total liabilities and stockholder's equity

The accompanying notes are an integral part of these financial statements.

24,290,449
55,002
455,700
624,750
1,241,659
1,147,945
816,270
23,571,500
1,512,500
1,140
69,325
75,248

53,861,488

2,284,369
12,434,603
1,338,647

133,418
16,191,037

1,000
4,030,370

33,639,081
37,670,451
53,861,488




VALIC Financial Advisors, Inc.
Statement of Operations
Year Ended December 31, 2013

Revenues
Dealer concession revenue
Dealer concession revenue from affiliates
Service fee income
Service fee income from affiliates
Advisory service fees
Interest
Other

Total revenues
Expenses
Commissions
Selling expenses
General and administrative
Licenses and fees
Professional fees
Clearing fees

Total expenses

Income before taxes
Income tax expense (note 8)

Net income

$ 15,816,625
124,804,697
21,593,134
403,629
80,078,446
15,686

2,565,360
245,277,577

165,773,752
32,188
11,349,685
1,651,791
118,800

1044069
179,971,185

65,306,392

24,655,287
$ 40,651,105

The accompanying notes are an integral part of these financial statements.
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VALIC Financial Advisors, Inc.

Statement of Changes in Stockholder’s Equity

Year Ended December 31, 2013

Additional
Common Paid-In Retained
Stock Capital Earnings Total
Balances at January 1, 2013 $ 1,000 $ 4,030,370 $ 29,387,976 $ 33,419,346
Dividends paid to Parent - - (36,400,000) (36,400,000)
Net income - - 40,651,105 40,651,105
Balances at December 31, 2013 §$ 1,000 $ 4,030,370 $ 33,639,081 $ 37,670,451

The accompanying notes are an integral part of these financial statements.
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VALIC Financial Advisors, Inc.
Statement of Cash Flows
Year Ended December 31, 2013

Operating activities
Net income

Reconciling adjustments to net cash provided by operating activities:

Changes in operating assets and liabilities
Accounts receivable
Accounts receivable from affiliates

Federal income tax receivable from affiliate — current

Dealer concession receivable

Dealer concession receivable from affiliates

Advisory service fee receivable
Service fee receivable

Interest receivable

Prepaid expenses

Deferred tax asset

Accounts payable to affiliates
Commissions payable
Accrued liabilities

State taxes payable to affiliate

Federal income tax payable to affiliate - current
Net cash provided by operating activities

Financing activities
Dividends paid to Parent

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Supplemental cash flow information
Federal and State taxes paid to affiliate

$ 40,651,105

(146,000)
(622,155)
(1,241,659)
(623,831)
(7,370)
(5,389,100)
181,500
2,018
(36,272)
40,885
2,224,597
4,232,361
(190,853)
(330,030
(1,289,001)

37,456,195

(36,400,000)

(36,400,000)

1,056,195

23,234,254

$ 24,290,449

$ 27,243,540

The accompanying notes are an integral part of these financial statements.
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VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

Significant Accounting Policies

Organization and Nature of Operations

VALIC Financial Advisors, Inc. (the “Company” or “VFA"), is a wholly owned subsidiary of The
Variable Annuity Life Insurance Company (“VALIC" or “Parent”), an indirect, wholly owned
subsidiary of American International Group, Inc. (‘AlG”). The Company was incorporated on
November 18, 1996 and was established to engage in the offering of mutual funds and insurance
products to customers. The Company is registered with the Securities and Exchange Commission
(“SEC”) as a broker-dealer under the Securities Exchange Act of 1934, and is a member of the
Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection
Corporation. The Company is also registered with the SEC as a registered investment advisor.
The Company does not hold customer funds or securities for customers, but operates as an
introducing broker-dealer on a fully disclosed basis and forwards some transactions to clearing
broker-dealers. For transactions not forwarded to a clearing broker-dealer, the Company forwards
the transactions directly to the appropriate fund company. Accordingly, the Company is exempt
from SEC Customer Protection Rule 15¢3-3, subparagraph (k)(2)(ii), as described in Supplemental
Schedule I.

The Company is a party to a selling agreement with SunAmerica Capital Services, Inc. (“SACS"),
an indirect, wholly owned subsidiary of AIG, whereby the Company may offer and sell shares of
mutual funds advised by SunAmerica Asset Management, LLC, also an indirect, wholly owned
subsidiary of AlG.

The Company is a party to selling and agency agreements with American General Life Insurance
Company (“AGL"), an indirect, wholly owned subsidiary of AIG, whereby the Company may offer
and sell fixed and variable annuity products and other life insurance products issued by AGL.

The Company is a party to a selling agreement with The United States Life Insurance Company in
the City of New York (“USL"), an indirect, wholly owned subsidiary of AIG, whereby the Company
may offer and sell fixed and variable annuity products issued by USL in the State of New York.

Income Taxes

The Company is included in the consolidated federal income tax return filed by the AIG. The
Company files its own state and local tax returns. Federal income taxes are calculated as if the
Company filed on a separate return basis and the amount of current tax provision or benefit
calculated is either remitted to or received from AIG. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statements, utilizing currently
enacted tax laws and rates. Deferred tax expenses or benefits are recognized in the financial
statements for the changes in deferred tax liabilities or assets between years. At December 31,
2013, the deferred federal income taxes receivable from an affiliate was $67,448, and the current
federal income taxes receivable from an affiliate was $1,241,659. At December 31, 2013, the
deferred state income taxes receivable was $7,800 and the state taxes payable to an affiliate was
$133,418.

Cash and Cash Equivalents
The Company has cash deposited in financial institutions that at times exceeds the federally
insured amount of $250,000. Management believes that the risk of loss is minimal.

Cash equivalents of $24,220,125 at December 31, 2013 consist of a money market fund with the
Bank of New York. The Company considers this investment a cash equivalent due to its having an
original maturity of three months or less.



VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

Use of Estimates

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America. The preparation of financial statements requires
management to make estimates and assumptions that effect 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.

Dealer Concession Revenue

Dealer concession revenue represents concessions paid to the Company for sales of front-end
load mutual funds, variable annuities, and various financial service products to retail customers.
Revenues are recorded on a trade-date basis.

Service Fee Income

The Company receives service fee income, under section 12b-1 of the Investment Company Act of
1940, from various mutual fund companies and SACS, with which it has entered into certain selling
agreements. Fees are recorded on an accrual basis.

Advisory Service Fees

Advisory service fees represents fees paid to the Company for investment advisory services
provided to customers by the Company’s registered representatives. Fees are recorded on an
accrual basis.

Fair Value Measurements

In accordance with the authoritative guidance on fair value measurements and disclosures under
US GAAP, the Company discloses the fair value of its investments in a hierarchy that prioritizes the
inputs to valuation techniques used to measure the fair value. The hierarchy gives the highest
priority to valuations based upon unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurements) and the lowest priority to valuations based upon unobservable
inputs that are significant to the valuation (level 3 measurements). The guidance establishes three
levels of the fair value hierarchy as follows:

Level 1: Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Company has the ability to access at the measurement date;

Level 2: Inputs other than quoted prices that are observable for the asset or liability either directly
or indirectly, including inputs in markets that are not considered to be active;

Level 3: Inputs that are unobservable.

A financial instrument’s level within the fair value hierarchy is based upon the lowest level of any
input that is significant to the fair value measurement. However, the determination of what
constitutes “observable” requires significant management judgment. Management considers
observable data to be market data which is readily available, regularly distributed or updated,
reliable and verifiable, not proprietary, and provided by independent sources that are actively
involved in the relevant market.

Management has determined that the fair value of the Company’s money market funds held are
equivalent to the camrying amount as presented in the financial statements and are classified as a
level 1 security.



VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

Accounts Receivable, Dealer Concession Receivable, Advisory Service Fee Receivable, and
Service Fee Receivables

Amounts due to the Company at December 31, 2013 consisted of fees and commissions from the
Company’s clearing brokers. These receivables are short term in nature; therefore, the carrying
value approximates fair value.

Deposits Held by Clearing Brokers

Under the terms of the clearing agreement between the Company and the clearing brokers, the
Company is required to maintain a level of cash or securities on deposit with the clearing brokers.
Should the clearing broker suffer a loss due to failure of a customer of the Company to complete
the transaction, the Company is required to indemnify the clearing brokers. The Company has
funds on deposit with the clearing brokers to meet this requirement. As of December 31, 2013,
there were no amounts owed to the clearing brokers by these customers.

Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1 (the rule of the applicable exchange also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1). The Company is required to maintain minimum net capital equal to the
greater of $50,000 or 6%/,% of aggregate indebtedness.

At December 31, 2013, the Company had net capital of $8,814,094, which was $7,734,691 in
excess of its required net capital of $1,079,403. The ratio of aggregate indebtedness to net capital
is 1.837to 1. See Schedule I.

Transactions With Affiliates
During 2013, the Company paid dividends to VALIC of $36,400,000.

Salaries, employee benefits and commission expenses associated with VALIC's agents as well as
various expenses associated with VALIC's field offices are paid by SunAmerica Services Company
("SASCO"). These expenses are included in the statement of operations as total expenses from
Parent.

Dealer concession revenue from affiliates of $124,804,697 consists of concessions from sales of
variable annuities, front-end load mutual funds, term insurance, and other financial services
products, and a dealer concession receivable from affiliates of $816,270 represents amounts due
at December 31, 2013 for these services.

During 2013, the Company engaged in selling fixed and variable annuity products of $94,423,233
and group plans of $13,294,709 offered by its Parent which are reflected in dealer concession
revenue from affiliates and commissions in the accompanying statement of operations.

During 2013, the Company paid $69,594 to VALIC Retirement Services Company (“VRSCO"), a
wholly owned subsidiary of AIG, for sub-transfer agent (“sub-TA") fees deposited by the Company.




VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

SASCO charges the Company for various administrative services provided. During 2013, the
Company paid SASCO $14,012,694 for these services that are reflected in total expenses in the
accompanying statement of operations.

Accounts receivable from affiliates of $624,750 at December 31, 2013 consists of various operating
expenses due from SASCO.

Accounts payable to affiliates of $2,284,369 at December 31, 2013 consists of an amount due to
VALIC for estimated overrides owed to field management, state payments and an underpayment to
VALIC.

Balances with affiliates are settled no less than quarterly.
Subordinated Liabilities

The Company had no subordinated liabilities at any time during the year ended December 31,
2013. Therefore, the Statement of Changes in Liabilities Subordinated to Claims of General
Creditors has not been presented for the year ended December 31, 2013.

Commitments and Contingencies

During the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties and which provide general indemnifications. The Company’s
maximum exposure under these arrangements is unknown as this would involve future claims that
may be made against the Company that have not yet occurred. However, based on experience, the
Company expects the risk of loss to be remote.

The Company is subject to certain legal proceedings, claims and disputes that arise in the ordinary
course of business. Although the Company cannot predict the outcome of these legal proceedings,
the Company’s management does not believe these actions will have a material adverse effect on
the Company’s financial position, results of operations, or liquidity.

Off-Balance-Sheet Risk »

Some of the Company’s customer securities transactions are executed on a fully disclosed basis
through National Financial Services LLC (the "Clearing Broker"). Pursuant to the terms of the
agreement between the Company and the Clearing Broker, the Clearing Broker has the right to
charge the Company for losses that result from counterparties’ failure to fulfill its contractual
obligations. The Company has market risk on its customers’ buy and sale transactions. If
customers do not fulfill their obligations, a gain or loss could be suffered equal to the difference
between a customer's commitment and the market value of the underlying securities between trade
date and settlement date. The risk of default depends on the creditworthiness of the retail
customers. The Company and the Clearing Broker perform due diligence with respect to each
customer accepted to minimize the Company's risk. As the Clearing Broker's right to charge the
Company has no maximum amount and applies to all trades executed through the Clearing Broker,
the Company believes there is no maximum amount assignable to this right. At December 31,
2013, the Company has recorded no liabilities with regard to the right. During 2013, the Company
was not required to pay the Clearing Broker any amounts for these guarantees. The Company is
further exposed to credit risk for commissions receivable from the Clearing Broker. Such credit risk
is generally limited to the amount of the prior month’s concessions receivable.
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VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

8.

Income Taxes

The current and deferred portions of income tax expense (benefit) included in the Statement of
Operations as determined in accordance with ASC 740 are as follows:

Current Deferred Total
Federal $ 21,855,302 $ 48,685 $ 21,903,987
State income and franchise 2,759,100 (7,800) 2,751,300

$ 24,614,402 $ 40,885 $ 24,655,287

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purpose and the amounts used for income
tax reporting purposes. The significant components of the deferred tax assets and liabilities are as
follows:

Deferred Tax Assets:

Commission accrual $ 76,370
Internally developed software 5,406
State income taxes 5,155

Total deferred tax assets 86,931

Deferred Tax Liabilities:

Accrued audit fees 10,500
Furniture and fixtures 1,183
Total deferred tax liabilities 11,683

Net deferred tax assets 75,248

The difference between the federal statutory tax rate of 35% and the Company’s effective rate of
37.8% for the year ending December 31, 2013 is primarily due to state income taxes net of federal
effect.

The Company recognizes and measures its unrecognized tax benefits in accordance with
authoritative guidance. Under that guidance the Company assesses the likelihood, based on their
technical merit, that tax positions will be sustained upon examination based on the facts,
circumstances and information available at the end of each period. The measurement of
unrecognized tax benefits is adjusted when new information is available, or when an event occurs
that requires a change.

The Company does not have any tax positions at the end of the year 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 Company is currently under IRS examination for the taxable years 2002-2006. Although the

final outcome of possible issues raised in any future examination are uncertain, the Company
believes that the ultimate liability, including interest, will not materially exceed amounts recorded in

11




VALIC Financial Advisors, Inc.
Notes to Financial Statements
December 31, 2013

the financial statements. The Company’s taxable years 2001-2012 remain subject to examination
by major tax jurisdictions.

9. Subsequent Events

Management of the Company has performed an evaluation of subsequent events through February
25, 2014, which is the date the financial statements were available to be issued. No subsequent
events were noted in management’s evaluation which would require disclosure.

12




VALIC Financial Advisors, Inc.
Computation of Net Capital Under Rule 15¢3-1 of
Securities and Exchange Commission

December 31, 2013 Schedule |
Net capital
Total stockholder's equity 37,670,451
Deductions and/or charges:
Non-allowable assets:
Funds deposited with clearing organizations 5,002
Accounts receivable 455,700
Accounts receivable from affiliates 624,750
Federal income tax receivable from affiliates - current 1,241,659
Dealer concession receivable from affiliates 816,270
Advisory service fee receivable 23,571,500
Service fee receivable 1,512,500
Prepaid expenses 69,325
Deferred tax asset 75,248
28,371,954
Net capital before haircuts on securities positions 9,298,497
Haircuts on securities:
Money market fund 484,403
Net capital $ 8,814,094
Aggregate indebtedness $ 16,191,037
Computation of basic net capital requirement
Minimum net capital requirement (greater of 6-2/3 % of
aggregate indebtedness or $50,000) $ 1,079,403
Excess net capital $ 7,734,691
Net capital less the greater of 10% of aggregate indebtedness
or 120% of minimum dollar net capital requirement $ 7,194,990
Ratio: aggregate indebtedness to net capital 1.837to 1

There were no material differences between the Computation of Net Capital Under Rule 15¢3-1 included
in this report and the computations included in the Company's corresponding unaudited Form X-17a-5

Part llA filing as of December 31, 2013.
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VALIC Financial Advisors, Inc.

Computation of Determination of Reserve Requirements Under

Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2013 Schedule I

The Company claims exemption from the computation for determination of reserve requirements under
paragraph (k)(2)(ii) of rule 15¢3-3.
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VALIC Financial Advisors, Inc.

Information Relating to Possession or Control Requirements Under

Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2013 Schedule i1}

The Company claims exemption from the possession or control requirements under paragraph (k)(2)(ii) of
rule 15¢3-3.
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Report of Independent Auditors on Internal Control
Required by SEC Rule 17a-5(g) (1)

To the Board of Directors and Stockholder of
VALIC Financial Advisors, Inc.

In planning and performing our audit of the financial statements of VALIC Financial Advisors, Inc. (the
“Company”) as of and for the year ended December 31, 2013, 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 (the “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 and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15c3-3. 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 fuffilling 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.

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.

PricewaterhouseCoopers LLP, 1201 Louisiana, Suite 2900, Houston, TX 77002-5678
T: (713) 356 4000, F: (713) 356 4717, www.pwc.com/us
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A control deficiency 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
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, 2013
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.

February 25, 2014
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Report of Independent Accountants

To the Board of Directors and Stockholder of VALIC Financial Advisors, Inc.

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying General Assessment Reconciliation
(Form SIPC-7) of the Securities Investor Protection Corporation (SIPC) of VALIC Financial Advisors
Inc. for the year ended December 31, 2013, which were agreed to by VALIC Financial Advisors Inc. ,the
Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and the Securities
Investor Protection Corporation (collectively, the "specified parties”) solely to assist the specified
parties in evaluating VALIC Financial Advisors Inc's compliance with the applicable instructions of
Form SIPC-7 during the year ended December 31, 2013. Management is responsible for VALIC
Financial Advisors Inc. '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 on page 1, items 2B and 2F of Form SIPC-7 with the
respective cash disbursement records entries, as follows

a. We obtained a wire transfer request dated July 18, 2013 in the amount of $95,829 with
reference number #8-050018 to SIPC for the general assessment payment for the first
half of the fiscal year ending December 31, 2013 and compared the payment to the
VALIC Bank Transaction Report dated July 19, 2013 noting no differences.

b. We obtained a wire transfer request dated February 11, 2014 in the amount of $115,594
with reference number #8-050018 to SIPC for the general assessment payment for the
second half of fiscal year ending December 31, 2013 and compared the payment to the
VALIC Bank Transaction Report dated February 11, 2014 noting no differences.

2. Compared the Total Revenue amount reported on the Statement of Operations of the audited
Form X-17A-5 for the year ended December 31, 2013 to the Total revenue amount of
$245,277,577 reported on page 2, item 2a of Form SIPC-7 for the year ended December 31,
2013, noting no differences.

3. Compared any adjustments reported on page 2, items 2b and 2¢ of Form SIPC-7 with the
supporting schedules and working papers, as follows:

a. Compared deductions on line 2¢(1), revenues from the distribution of shares of a
registered open end investment company or unit trust, from the sale of variable
annuities, from business of insurance, from investment advisory services rendered to
investment registered investment companies or insurance separate accounts and from
transactions in security futures products, of $160,705,914 to a supporting schedule

PricewaterhouseCoopers LLP, 1201 Louisiana. Suite 2900, Houston, TX 77002-5678
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VALIC Financial Advisors, Inc. SIPC Assessment calculation 2nd half of 2013
Assessment worksheet provided by Cindy Burnette, Director of Financial Reporting.
No difference was noted.

Compared deductions on line 2¢(6), 100% of commissions and markups earned from
transaction in (i) certificates of deposits and (ii) Treasury bills, bankers acceptances or
commercial paper that mature nine months or less from issuance date of $2,433 to
supporting schedule provided by Cindy Burnette, Director of Financial Reporting. No
difference was noted.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers obtained in procedure 3, as follows:

a.

Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on page
2, line 2d to the amount of $84,569,230 and the General Assessment @ .0025 on page
2, line 2e of the Form SIPC-7 to the amount $211,423 noting no differences.

SIPC Net Operating Revenue was recalculated by adding total revenue reported on
page 2, item 2a of Form SIPC-7 and total additions reported on page 2, item 2b of
Form SIPC-7, and subtracting total deductions reported on page 2, item 2c, of Form
SIPC-7. No difference was noted

The General Assessment @ 0.0025 was recalculated by multiplying the SIPC Net
Operating Revenue reported on page 2, item 2d of Form SIPC-7 by 0.0025. No
difference was noted.

Recalculated the mathematical accuracy of gross revenue and total deductible revenue
calculated on the supporting schedule VALIC Financial Advisors, Inc. SIPC
Assessment calculation 2nd half of 2013 Assessment worksheet provided by Cindy
Burnette, Director Financial Reporting. No difference was noted.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the Company's preparation of Form SIPC-7 in accordance with the
applicable instructions. 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.

This report is intended solely for the information and use of management and the board of directors of
VALIC Financial Advisors Inc., the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and the Securities Investor Protection Corporation and is not intended to be
and should not be used by anyone other than these specified parties.

P,uwwwdvfnw Lep
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SECURITIES INVESTOR PROTECTION CORPORATION
SIPC-7 P.O. Box 92185 Washington, D.C, 20090-2185
202-371-8300

(33-REV 7/10) General Assessment Reconclliation

For the fiscal year ended December 31 2013
{Read catefully the Instructions in your Working Copy belore completing this Farm)

SIPG-7

(33-REV 7/10)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designaled Examining Authority, 1934 Act registrallon no. and month In which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

[050018 FiNRA DEC T ety o o e, e e i
VALIC FINANCIAL ADVISORS, INC form@sipc.org and so indicate on the form filed.
ATTN: CINDY BURNETTE 4-D3
2929-A ALLEN PARKWAY Name and telsphona number of person to contaci

IEUSTON. TX 77019-7100 _I respecting this form.

Cindy Burnette 713-831-4132

211,423
95,829 )

2, A. General Assessment {item 2e from page 2) S

Less payment made with SIPC-§ liled (exclude Interest) {
07/19/13
Date Paid
Less prior overpayment applied { )
116,594

@

Assessment balance due or {[overpayment)

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

Tolal assessment balance and inlerest due {or overpayment carried lorward) § 115,594

sﬁleWlTl': THLS FORm: SIPG
ack enclosed, payable to
Total {must be same as F above) $ 115,594

O m m o o

H. Overpayment carrled forward $( )

3. Subsldiarles {S) and predecessors (P) included in this form {glve name and 1934 Act registration number):

The SIPC member submitting this torm and the
person by whom it is execuled represenl lhereby VALIC Financlal Advisors, Inc.

that all information contalned herein 1s true, correct WE{ ey s otion e o T S
PAGALS \_44._'_’.!

and complels,
(Autharized Sigaatute)

Dated the__15 _ day of January L2014 | Vice President - Broker/Dealer Financial Reporting

{Tils)
This form and the assessment payment Is due 60 days after the end of the fiscal year, Retaln the Working Copy of this form
for a perlod of not less than 6 years, the latest 2 years In an easlly nccessible place,

€5 Dales: — —_—

E Postmarked Received Reviewed

E Calculations Documentation Forward Copy
=

<> Exceptions:

RN

&= Dispasition of exceptions:

WORKING COPY




DETERMINATION OF "SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amaunts flor the (Iscal period

beginning— /1, 2013
and ending ___12/31, 2043
Ellminate cents
Item No,
2a. Total revenus {FOCUS Ling 12/Parl I[A Line 9, Code 4030) $ 245,277,577
2b. Additions:

(1) Total revenues {rom Ihe securlties business of subsidiaries (excep! forelgn subsidlaries) and
predecassors nol includad above.

(2) Net loss from principal iransactions In securiiles in trading accounts.

(3) Nat loss from principal Iransactions in commodities In irading accounts,

(4) Interes| and dividend expense deduclied in determining item 2a,

{5} Net loss from management of or parlicipation in the underwriting or distribution of sacuritlas,

(6) Expenses other than adverlislng, printing, registralion fees and lagal lees deducted in delermlning net
profit Irom management of or particlpation in underwriting or distribulion ol securitles,

(7) Net loss trom secuiitles In invastment accounts.

Tolal additlons

2¢. Dedugtions:
(1) Revenues irom the distribution of shares of a ragistered opan end Invesiment companr or unit
Invesiment {rust, irom the sale of varlable anavilles, from the business of Insurance, from invesiment
advisory services rendered lo ra?islered invesiment companlies or Insutance company saparale 160,705.914
accounts, and lrom transactions in security futures products. ! !

(2) Ravenues from commodity transactions.

{3) Commissions, floor brokerage and clearance pald lg ather SIPC members in connection wilh
securities iransaclions.

{4) Reimbursements {or postage In conngction with proxy selicitation,

{5) Net galn {rom securitles In invesimenl accounis.

{6) 100% of commissions and markups earned from ransaclions In {i) certificates of deposit and
(ii) Treasury bills, bankers acceplances or commercial paper that mature aine months or less 2 433
from issvance data. !

{7) Dlrect expenses of prinling advertising and legal fees incursed In connection with other revenve
related to the securitles business (revenue defined by Section 16(9)(L) of ihe Act}.

(8) Other revenue not related elther direcily or Indirecily to the securities business,
(See Instruction C):

(8) {1) Total interest and dividend expense (FOCUS Line 22/PART lIA Line 13,
Gode 4075 plus line 2b(4) above) but not In excess
of toal interest and dividend Income.

{ii) 40% ol margin Inlares! earnad on customers securities
accounts (40% ol FOCUS line 5, Code 3960).

Enter the grealer ol line {i) or {I)

Total deductions 160,708,347
24, SIPC Nei Operating Revenues s 84,569,230
2e. General Assessment @ ,0025 ¢ 211,423

lo page 4, line 2.4.)
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