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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Pricewaterhouse Coopers LLP

(Name — if individual, state last, first, middle name)

300 Madison Avenue, New York, New York 10017-6204
(Address) (City)

CHECK ONE:

w Certified Public Accountant
3 Public Accountant

[J Accountant not resident in United ‘States or any of its possessions.
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OATH OR AFFIRMATION

I, Stephen W. Leonhardt ‘ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statemeat and supporting schedules pertaining to the firm of
Teachers Personal Investors Services, Inc. as

of December 31 , 2005 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:

Signature

Chief Financial Officer
Title

/)
By ooy
L |
Nofary JPublic ey 24075 3[3[
This report ** contains (check all applicable boxés):
@ (a) Facing Page.
A (b) Statement of Financial Condition.
E] (c) Statement of Income (Loss).
0 (d) Statement of Changes in Financial Condition.
g (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.
0O
O
O
O
R
a

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
() 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.
O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone (646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

The Board of Directors of
Teachers Personal Investors Services, Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Teachers Personal Investors Services, Inc. (the “Company™) at
December 31, 2005, in conformity with accounting principles generally accepted in the United States
of America. This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this financial statement based on our audit. We conducted
our audit of this statement in accordance with auditing statements 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 includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion. :

@J\@mwﬁnw 2F

March 30, 2006




Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)
Statement of Financial Condition

December 31, 2005 ‘

Assets

Cash

Federal income tax receivable

Due from related entities
Total assets

Liabilities and stockholder’s equity ‘
Due to TIAA and related entities

Total liabilities
Stockholder’s equity

Capital stock, no par value, 100 shares authorized; 1 share issued and
outstanding, stated value $1 ‘
Paid-in capital in excess of stated value
Accumulated deficit ‘
Total stockholder’s equity

Total liabilities and stockholder’s equity

$ 4,920,032
135,816
1,786,567

$ 6,842,415

52513170
2,513,170

1
118,318,170

(113,988,926)

4,329,245

$ 6,842,415

The accompanying notes are an integral part of this statement of financial condition.
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Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.}
Notes to Statement of Financial Condition
December 31, 2005

1. Organization

Teachers Personal Investors Services, Inc. (“TPIS”) was incorporated on October 19, 1993 under
the General Corporation Law of the State of Delaware and is a wholly-owned subsidiary of TIAA-
CREF Enterprises, Inc. (“Enterprises”), which itself is a wholly-owned subsidiary of Teachers
Insurance and Annuity Association of America (“TIAA™), a legal reserve life insurance company
established under the insurance laws of the State of New York in 1918. TPIS is a registered
broker-dealer under the Securities Exchange Act of 1934 and a member of the National Association
of Securities Dealers, Inc. and claims exemption from 15¢3-3 under Section k(1).

2. Significant Accounting Policies

Basis of Presentation
The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America.

Use of Estimates

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

3. Income Taxes

Income taxes are provided in accordance with the liability method under which deferred taxes are
determined based on the difference between the financial statement and tax bases of assets and
liabilities using enacted tax rates in effect in the years in which the differences are expected to
reverse. A valuation allowance is recognized if it is more likely than not that the same portion of
any deferred tax asset will not be realized. As of December 31, 2005, the valuation allowance of
$21,390,805 is recognized to offset the deferred tax asset that is not expected to be realized.

Effective 1998, TPIS files a consolidated federal income tax return with its qualifying affiliates and
is a member of the Tax Sharing Agreement with them. The tax-sharing agreement follows the
current reimbursement method, whereby members of the consolidated group will generally be
reimbursed for their losses on a pro-rata basis by other members of the group to the extent they
have taxable income subject to provisions imposed under the Internal Revenue Code. TPIS will
pay federal income tax to the consolidated group on the value of its taxable income.

4. Minimum Net Capital Requirements

As a registered broker-dealer, TPIS is subject to the minimum net capital requirements pursuant to
Uniform Net Capital Rule 15¢3-1 of the Securities and Exchange Commission. Under that Rule,
TPIS is required to maintain minimum net capital (as defined) and a ratio of aggregate
indebtedness to net capital of not more than 15 to 1. At December 31, 2005, TPIS had net capital
of $4,137,001, which exceeded required net capital by $3,969,456, and a ratio of aggregate
indebtedness to net capital of 0.61:1.




Teachers Personal Investors Services, Inc.
(A wholly-owned subsidiary of TIAA-CREF Enterprises, Inc.)
Notes to Statement of Financial Condition
December 31, 2005

5. Fair Value of Financial Instruments

Statement of Financial Accounting Standards (“SFAS”) No. 107 entitled “Disclosures about Fair
Value of Financial Instruments,” requires entities to disclose information about the estimated fair
values of their financial instruments. Substantially all of the Company’s assets and liabilities are
considered financial instruments as defined by SFAS No. 107 and are either already carried at fair
value or are short-term in nature, bear interest at current market rates or are subject to frequent
repricing. Therefore, their carrying amounts approximate their fair value.

6. Related Party Transactions

TPIS provides services related to the distribution of variable annuity products and mutual funds;
however, effective January 1, 2004, TPIS as principal underwriter for the TIAA-CREF Mutual
Funds, TIAA-CREF Institutional Mutual Funds, TIAA-CREF Life Funds and various tuition
savings products TPIS entered into an agreement with TIAA-CREF Individual & Institutional
Services LLC (“Services™), an affiliated broker-dealer, authorizing Services to distribute these
products on a retail basis. At December 31, 2005, due from related entities in conjunction with
these fees totaled $1,786,567. TPIS is charged for distribution costs from Services. In accordance
with the selling agreement between TPIS and Services, TPIS is not obligated to pay Services for
any accrued revenue until and unless it is received. Amounts due to services under the agreement
are included in due to TIAA and related amounts in the accompanying statement of financial
condition and totaled $1,786,567 at December 31, 2005.

TPIS also contracted with Services, to allow TPIS to distribute on a wholesale basis the certificates
of various variable annuity products to third party advisers and other entities.

Cash disbursements for TPIS are made by TIAA, which is reimbursed by TPIS in accordance with
a Cash Disbursement and Reimbursement Agreement between TPIS and TIAA. At December 31,
2005, TPIS had due to TIAA and related entities of $2,513,170 for distribution expenses and other
costs. TPIS’s obligation to TIAA totaled approximately $616,000 at December 31, 2005 and is

included in the accompanying statement of financial condition as due to TIAA and related entities.




