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Assets
Cash and cash equivalents 38,506,279$        
Receivables from:

Affiliates 9,191,177            
Others 2,887,900            

Other investments 1,431,972            
Prepaid expenses 552,643               
Capitalized computer software development costs (net of
  accumulated depreciation of $225,291) 592,787               
Income taxes receivable 3,158,815            
Net deferred income taxes 3,374,908            
Total assets 59,696,481$        

Liabilities and stockholder’s equity
Liabilities:
   Commissions payable 889,382$             
   Unearned Revenue 8,732,143            
   Accounts payable 2,060,335            
   Payables to:

   Principal Life Insurance Company 11,956,908          
   Other affiliates 2,016,522            

Total liabilities 25,655,290          

Stockholder’s equity:
   Common stock, par value $10.00 per share – authorized 
    50,000 shares; issued and outstanding 40,000 shares
    (all owned by Principal Financial Services, Inc., a wholly  
     owned subsidiary of Principal Financial Group, Inc.)   400,000               
   Additional paid-in capital 59,897,649          
   Retained earnings (deficit) (26,256,458)         
Total stockholder’s equity 34,041,191          
Total liabilities and stockholder’s equity 59,696,481$        

See accompanying notes.
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Brokerage revenues:
Commissions:

Principal Mutual Funds 6,881,521$     
Other mutual funds 4,013,322       
General securities 11,536,405     
Fee Based 43,685,141     
Outside managed 5,926,518       
Variable annuities and flexible variable life policies 50,342            
Distribution fees 44,959,095     
Principal advisor network revenue 20,854,169     
Retirement plan revenue 143,638,450   
Other commission revenue 18,099,328     

Total brokerage revenues 299,644,291   

Less commission – related expenses:
Principal Mutual Funds 5,440,681       
Other mutual funds 3,189,401       
General securities 9,262,211       
Fee Based 36,697,472     
Outside managed 5,033,540       
Variable annuities and flexible variable life policies 2,728              
Distribution fees 25,049,154     
Other distribution expenses 16,144,772     
Principal advisor network expenses 15,334,682     
Retirement plan expenses 143,638,450   

Total commission – related expenses 259,793,091   
Net brokerage revenues 39,851,200     

Other revenues:
Other revenue 6,090              
Interest 48,245            

Total other revenues 54,335            

Operating expenses:
Salaries and benefits 43,933,163     
General and administrative expenses 22,029,398     

Total operating expenses 65,962,561     
Loss from operations before income taxes (26,057,026)    

Income tax benefit 8,848,813       
Net loss (17,208,213)$  

See accompanying notes.
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Additional Retained
Common Paid-In Earnings

Stock Capital (Deficit) Total

Balance at January 1, 2017 400,000$     25,731,452$   (8,920,298)$        17,211,154$     
Net loss –                  –                     (17,208,213)        (17,208,213)      
Capital contributions from Parent 32,500,000     32,500,000       
Capital contribution in the

form of forgiveness of
allocated stock-based 
compensation expense –                  1,666,197       (127,947)             1,538,250         

Balance at December 31, 2017 400,000$     59,897,649$   (26,256,458)$      34,041,191$     

See accompanying notes.
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Operating activities
Net loss (17,208,213)$  

Adjustments to reconcile net income to net cash 
used in operating activities:

Allocation of stock-based compensation 1,666,197       
Equity distribution in the form of common 

 stock to employees (127,947)         
Deferred income taxes (1,710,229)      

Changes in operating assets and liabilities:
Capitalized computer software 292,849          
Due from others and prepaid expenses (529,626)         
Due to Principal Life Insurance Company 7,840,277       
Due to/from affiliates (4,906,504)      
Unearned Revenue 8,732,143       
Other Investments (1,431,972)      
Commissions payable, accounts payable, 

 and income taxes recoverable (1,085,758)      
Net cash used in operating activities (8,468,783)      

Financing activities
Capital contributions from Principal Financial Services, Inc. 32,500,000     
Net cash received in financing activities 32,500,000     

Net increase in cash and cash equivalents 24,031,217     

Cash and cash equivalents beginning of year 14,475,062     
Cash and cash equivalents end of year 38,506,279$   

See accompanying notes.
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Computation of Basic Net Capital Requirement 

Part A 
11. Minimum net capital required (6-2/3% of line 19)  $1,735,200  

12. Minimum dollar net capital requirement of reporting broker or dealer and   
                  minimum net capital requirement of subsidiaries computed in accordance with  
                  Note (A) 

 250,000 

13. Net capital requirement (greater of line 11 or 12)  1,735,200 

14. Excess net capital (line 10 less 13)  13,973,324 

15. Net Capital less greater of 10% of line 19 or 120% of line 12  13,105,725 

    

Computation of Aggregate Indebtedness 

16. Total A.I. liabilities from Statement of Financial Condition  $26,027,988 

17. Add:   

A. Drafts for immediate credit –  

B. Market value of securities borrowed for which no equivalent value is 
paid or credited 

–  

C. Other unrecorded amounts (List) – –  

19. Total aggregate indebtedness  26,027,988 
 

20. Percentage of aggregate indebtedness to net capital (line 19 divided by line 10)        165.69% 
 

21. Percentage of debt to debt-equity total computed in accordance with Rule 15c- 
      3-1(d) 

           0.00% 
 

 

Notes: 
(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement 

of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of: 
1. Minimum dollar net capital requirement, or 
2. 2% of aggregate debits if alternative method is used. 

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand notes covered 
by subordination agreements not in satisfactory form and the market values of memberships in exchanges 
contributed for use of company (contra to item 1740) and partners’ securities which were included in non-
allowable assets.  

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-
allowable assets. 
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There were no differences between the computation of net capital under Rule 15c3-1, which is 
included in this audited report, and the computation of net capital in the Company’s corresponding 
unaudited Focus Report (Form X-17A-5 Part IIA) filing submitted to FINRA as of December 31, 
2017. 
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