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OATH OR AFRRMATION 

I, Sean T. Clines swear (or affirm) that, to the best of my knowledge and belief, the 
financial report pertaining to the firm of Principal Funds Distributor, Inc. • as of 

December 31 , 2023, is true and correct. I further swear (or affirm) that neither the company nor any 
partner, officer, director, or equivalent person, as the case may be, has any proprietary Interest In any account classified solely 
as that of a customer. 

1111s flllna•• contains (c:hec:k all applicable ltoxes): 

Iii (a) Statement of financial condldon. 

D (b) Notes to consolidated statement of financial condition, 

Iii (c) Statement of Income (lossl or, If there Is other comprehensive Income in the period(s) presented, a statement of comprehensive Income (as 
defined In § 210.1-02 of Regulation S-X). 

Iii {d) Statement of cash ftows. 

Ill {e) Statement of chanps In stockholders' or partners' or sole proprietor's equity. 

D (f) Statement of changes In liabilities subordinated to claims of credltOrs, 

!JI (g) Notes to consolidated financial statements. 

Iii (h) Computation of net capital under 17 CFR 240.15c3-1 or 17 CFR 240.lSa-1. as applicable. 
D (I) Computation of tangible net worth under 17 CFR 240.lSa-2. 

Iii 0) Computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR 240.15c3-3. 

D (k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit B to 17 CFR 240.15c:3-3 or Exhibit A to 17 CFR 240.lla-4, 
as applicable. 

D (I) Computation for Determination of PAB Requirements under Exhibit A to§ 240.15c3-3. 

!JI (m) Information relating to possession or control requirements for customers under 17 CFR 240.15c3-3. 

D (n) Information relating to possession or control requirements for security-based swap customers under 17 CFR 240.1Sc3-3(p)(2) or 17 CFR 
240.lSa-4, as appffcabll!. 

Iii (o) Recondffatlons, Including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net worth under 17 CFR 240.15c:3-1, 
17 CFR 240.18a·1, or 17 CFR 240.18a·2, as applicable, and the reserve requirements under 17 CFR 240.15c3-3 or 17 CFR 240.lla-4, as applicable, If material 
differences exist, or a statement that no material differences exist. 

D (p) Summary of financial data for subsidiaries not consolldated In the statement of flnanclal condition. 

IE (q) Oath or affirmation In accordance with 17CFR240.17a-5, 17CFR240.17a-12,or 17 CFR240.18a-7, asappffc:able. 

D (r) Compllance report In accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable. 

Ill (s) Exemption report In accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable. 

Ill (t) Independent publlcaccountant's report based on an examination ofthe statement of flnandal condition. 

D ( u) Independent public accountant's report based on an examination of the flnandal report or flnanclal statements under 17 CFR 240.17a-S, 17 CFR 
240.lSa-7, or 17 CFR 240.17a-12, as appffcable. 

D (v) Independent public accountant's report based on an examination of certain statements in the compliance report under 17 CFR 240.17a-5 or 17 CFR 
240.18a-7, as applicable. 

Iii (w) Independent publlc accountant's report based on a review of the exemption report under 17 CFR 240.178-5 or 17 CFR Z40.18a-7, as 
appHcable. 

Ill (x) Supplemental reports on applyiftll a1reed-upon procedures, in accordance with 17 CFR 240.15c3-1e or 17 CFR 240.17a-12, as applicable. 
D (y) Report descrlbln1 any material Inadequacies found to exist or found to have existed since the date of the previous audit, or a statement that no material 

inadequacies exist, under 17 CFR 240.17a-12(k}. 
D (z)Other: ____________________________________ _ 
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EY 
Building a better 
working world 

Ernst & Young LLP Tel: +l 515 243 2727 
Suite 3100 ey.com 
801 Grand Avenue 
Des Moines. IA 50309-2764 

Report oflndependent Registered Public Accounting Firm 

To the Shareholders and the Board of Directors of Principal Funds Distributor, Inc. 

Opinion on the Financial Statements 

We have audited the accompanying statement of financial condition of Principal Funds Distributor, Inc. 
(the Company) as of December 31, 2023, the related statements of operations, changes in stockholder's 
equity, and cash flows for the year then ended, and the related notes ( collectively referred to as the "financial 
statements"). In our opinion, the financial statements present fairly, in all material respects, the financial 
position of the Company at December 31, 2023, and the results of its operations and its cash flows for the 
year then ended in conformity with U.S. generally accepted accounting principles. 

Basis for Opinion 

These financial statements are the responsibility of the Company's management. Our responsibility is to 
express an opinion on the Company's financial statements based on our audit. We are a public accounting 
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are 
required to be independent with respect to the Company in accordance with the U.S. federal securities laws 
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
of material misstatement, whether due to error or fraud. Our audit included performing procedures to assess 
the risks of material misstatement of the financial statements, whether due to error or fraud, and performing 
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence 
regarding the amounts and disclosures in the financial statements. Our audit also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
presentation of the financial statements. We believe that our audit provides a reasonable basis for our 
opinion. 

Supplemental Information 

The accompanying information contained in Schedules I, II, and III has been subjected to audit procedures 
performed in conjunction with the audit of the Company's financial statements. Such information is the 
responsibility of the Company's management. Our audit procedures included determining whether the 
information reconciles to the financial statements or the underlying accounting and other records, as 
applicable, and performing procedures to test the completeness and accuracy of the information. In forming 
our opinion on the information, we evaluated whether such information, including its form and content, is 
presented in conformity with Rule 17a-5 under the Securities Exchange Act of 1934. In our opinion, the 
information is fairly stated, in all material respects, in relation to the financial statements as a whole. 

We have served as the Company's auditor since 2006. 
February 28, 2024 

A member firm of Ernst & Young Global Limited 
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Assets 
Cash and cash equivalents 
Receivables from: 

Affiliates 
Others 

Total receivables 

Principal Funds Distributor, Inc. 

Statement of Financial Condition 

Deferred sales commissions 
Income tax receivable under tax allocation agreement 
Deferred income tax asset, net 
Furniture and leasehold improvements, 

net of accumulated depreciation of $1,980,821 
Operating leases right-of-use asset 
Other assets 
Total assets 

Liabilities and stockholder's equity 
Liabilities: 

Accounts payable and accrued expenses 
Payables to: 

Principal Life Insurance Company 
Other affiliates 

Operating leases liability 
Total liabilities 

Stockholder's equity: 
Common stock, $10 par value - authorized, 10,000 

shares; issued and outstanding, 10,000 shares 
Additional paid-in capital 
Accumulated deficit 

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

See accompanying notes. 

.Classification: Internal Use 

December31 
2023 

$ 50,319,310 

9,409,691 
178,113 

9,587,804 

2,250,551 
3,439,169 
5,115,320 

142,970 
1,206,995 

246,053 
$ 72,308,172 

$ 11,062,931 

15,717,207 
4,735,766 
1,341,896 

32,857,800 

100,000 
1,169,461,272 

{1,130,110,900} 
39,450,372 

$ 72,308,172 
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Principal Funds Distributor, Inc. 

Statement of Operations 

Revenues 
Distribution fees (12b-1 fees) from Affiliates 
Distribution fees (12b-1 fees) from Non Affiliates 
Underwriting fees 
Contingent deferred sales charges 
Other revenue 
Total revenues 

Expenses 
Distribution expenses (12b-1 fees) 
Compensation and related expenses 
Amortization of deferred sales commissions 
General and administrative expenses 
Total expenses 

Loss before income tax benefit 
Income tax benefit 
Net loss 

See accompanying notes. 

.Classification: Internal Use 

Year Ended December 31 
2023 

$ 

$ 

96,452,036 
4,449,352 
2,089,005 
2,706,087 
1,742,965 

107,439,445 

99,119,639 
58,166,035 
4,859,661 

56,931,968 
219,077,303 

(111,637,858) 
28,955,923 

(82,681,935) 
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Principal Funds Distributor, Inc. 

Statement of Changes in Stockholder's Equity 

Additional Total 
Common Paid-In Accumulated Stockholder's 

Stock Canital Deficit Egui!l'. 

Balance at January 1, 2022 $ 100,000 $ 1,002,517,081 $ (960,345,061) $ 42,272,020 
Net loss (86,673,151) (86,673,151) 
Capital contributions in the form of 

forgiveness of allocated stock-based 
compensation expense 1,920,747 (211,285) 1,709,462 

Effects of implmentation of accounting 
change related to leases net of taxes 

Capital contributions from Principal 
Management Corporation 84 000 000 84 000 000 

Balance at January 1, 2023 $ 100,000 $ 1,088,437,828 $ (1,047,229,496) $ 41,308,332 
Net loss (82,681,935) (82,681,935) 
Capital contributions in the form of 

forgiveness of allocated stock-based 
compensation expense 2,023,444 (199,468) 1,823,976 

Capital contributions from Principal 
Global Investors Holding Company (US) LLC 79 000 000 79000 000 

Balance at December 31, 2023 $ 1 go.goo $ 1 Hi2,!16I ~2 ~ £1 lJ!l1Ug ~g} i J2 !!~{! ~~ 

See accompanying notes. 

.Classification: Internal Use 4 



Principal Funds Distributor, Inc. 

Operating activities 
Net loss 

Statement of Cash Flows 

Adjustments to reconcile net loss to net cash used in 

operating activities: 

Amortization of deferred sales commissions 
Allocation of stock-based compensation 
Equity distribution in the form of common stock to employees 
Deferred income taxes, net 

Depreciation 

Sales commissions deferred 

Changes in operating assets and liabilities: 

Income tax receivable under tax allocation agreement 

Receivables from affiliates 

Other receivables 

Other assets 

Accounts payable and accrued expenses 
Operating leases 

Payable to Principal Life Insurance Company 

Payable to other affiliates 

Net cash used in operating activities 

Financing activities 
Capital contributions from PGI HC (US) 

Net cash provided by financing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

.Classification: Internal Use 

$ 

$ 

Year Ended December 31 
2023 

(82,681,935) 

4,859,661 
2,023,444 
(199,468) 

6,071,173 

100,239 

(4,305,499) 

1,394,367 

(61,133) 

(6,394) 

261,503 

(811,773) 

(31,840) 

(570,151) 

217,441 

(73,740,365) 

79,000,000 

79,000,000 

5,259,635 

45,059,675 

50,319,310 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements 

December 31, 2023 

1. Organization and Nature of Business 

Principal Funds Distributor, Inc. ("the Company") is a broker-dealer registered with the Financial 
Industry Regulatory Authority ("FINRA"). The Company is incorporated under the laws of the State of 
Washington and is a wholly owned subsidiary of Principal Global Investors Holding Company US LLC 
("PGIHC US"). PGIHC US is a wholly owned subsidiary of Principal Financial Services, Inc. ("PFSI"), 
which is a wholly owned subsidiary of Principal Financial Group, Inc. ("PFG"). The Company serves as 
the principal contracted distributor of the Principal Mutual Funds ("the Funds"). The Company does not 
receive or hold funds of subscribers or securities of issuers and does not hold customer funds or securities. 
Main sources of revenue include distribution and underwriting fees earned for providing services to the 
Funds. 

2. Summary of Significant Accounting Policies 

Use of Estimates 

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

Cash and Cash Equivalents 

The Company's cash equivalents include demand deposits, and short-term pooled funds. The Company 
holds its cash in bank accounts with balances in excess of the Federal Deposit Insurance Corporation deposit 
insurance limits. The Company has an arrangement whereby its short-term funds are pooled with the funds 
of other affiliates and invested by PFSI, an affiliate. The Company has access to these funds at any time 
and is credited with interest based on SOFR+ 10. 

Revenue Recognition 

The majority of the Company's revenues are derived from distribution services provided to the Principal 
Funds, where each service is a distinct performance obligation, or a series of distinct obligations in that the 
services are substantially the same and have the same pattern of transfer to the customer. Distribution (12b­
l) fees received are largely based upon contractual rates applied to the market value of the clients portfolio, 
and are considered variable compensation as they can fluctuate based on market value and other 
constraints. These fees are accrued each month based on the fee terms within the applicable agreements and 
are settled monthly. Underwriting fees and Contingent Deferred Sales Charges are earned at a point in time 
as they are based on a single sale, which satisfies the service obligation. The fee rates and conditions are 
described within the applicable agreements, and are booked as revenues are earned. The revenues related 
to contracts with customers are presented separately within the Statement of Operations. 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements (continued) 

2. Summary of Significant Accounting Policies (continued) 

Additionally, the Company enters into selling agreements with financial intermediaries to distribute shares 
of the Principal Funds, and pays to the selling broker-dealers a portion of the fees the Company receives, 
such fees are booked as expense in the month they are owed. Certain costs paid to the selling broker-dealers 
to obtain the contract are capitalized and amortized on a straight-line basis over the time period the cost is 
expected to be recovered, these deferred costs consist primarily of commissions. Commission costs related 
to sales of Class C and certain Class A mutual funds shares are capitalized and amortized over each Class's 
contingent deferred sales charge (CDSC) period as stated in the funds' prospectus. The deferred sales 
commissions for Class C and Class A are amortized over the time period the cost is expected to be recovered 
using the straight-line method. Such Class A commissions are those associated with payments made when 
the customer is not required to pay a sales load, typically for Class A share purchases that exceed a specified 
investment level. The costs paid to selling broker-dealers are presented separately within the Statement of 
Operations. 

Federal and State Taxes on Income 

The Company is taxed as a division of PFG at corporate rates based on existing tax laws. Current income 
taxes are charged or credited to operations based upon amounts estimated to be payable or recoverable as 
a result of taxable operations for the current year. Deferred income taxes are provided for the tax effect of 
temporary differences in the financial reporting and income tax bases of assets and liabilities and net 
operating losses using enacted income tax rates and laws. 

The effect on deferred income tax assets and deferred income tax liabilities of a change in tax rates is 
recognized in operations in the period in which the change is enacted. 

Allowance for Credit Loss 

The Company estimates lifetime expected credit losses considering available relevant information about 
historical events, current conditions and reasonable and supportable forecasts. 

The Company's evaluation included but was not limited to evaluating receivable balances within scope of 
the guidance carried at book value for credit losses using judgment in determining the relevant information 
and estimation methods that are appropriate in its circumstances. Based on the Company's evaluation of 
both historical experience and evaluating future scenarios, the Company determined the likelihood of credit 
related losses are extremely remote for the current year. As such, based on this scenario and the immaterial 
nature of receivables, the Company did not record an allowance. 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements (continued) 

2. Summary of Significant Accounting Policies (continued) 

Furniture and Leasehold Improvements 

Furniture and leasehold improvements are recorded at cost, less allowance for accumulated depreciation. 
Depreciation of furniture is computed using the straight-line method over the estimated useful lives of the 
assets, which is 10 years. Leasehold improvements are amortized on a straight-line basis over the life of 
the lease. 

Furniture 
Leasehold Improvements 
Total 
Accumulated depreciation and amortization 

Subsequent Events 

$ 1,074,129 
1,049,662 
2,123,791 

(1,980,821) 
$ 142,970 

The Company's management has evaluated all subsequent events through the date the financial statements 
were issued. 

3. Related-Party Transactions 

The Company receives distribution (Rule 12b-l) fees for distribution services provided to mutual funds. 
The majority of the revenue recorded by the Company is for distribution services provided to the Principal 
Funds. Pursuant to the terms of agreements approved by the Principal Funds' shareholders under the 
provisions of Rule 12b-1 of the Investment Company Act of 1940, the Company receives 12b-1 fees from 
each Fund based on a stipulated percentage of the Fund's average net assets. Receivables from the Principal 
Funds related to these services totaled $8,322,235 at December 31, 2023. Fees the Company received under 
the provisions of Rule 12b-1 from the Principal Funds is listed as distribution fees (12b-1 fees) from 
affiliates within the Statement of Operations. In addition, the Company pays to selling broker-dealers a 
portion of these fees which are listed as distribution expenses (12b-1 fees) within the Statement of 
Operations. The Company is affiliated with Principal Securities, Inc. ("PSI") through common ownership 
and management. Distribution expenses ( 12b-1 fees), deferred sales commissions, and general and 
administrative expenses paid to PSI for the sale of shares of mutual funds totaled $61,717,649 for the year 
ended December 31, 2023. 

The Company has entered into an expense reimbursement agreement with Principal Life Insurance 
Company ("PLIC"). PLIC performs certain functions on its own behalf and on behalf of many subsidiaries, 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements ( continued) 

3. Related-Party Transactions (continued) 

including the Company, and shares the use of certain equipment, personnel and facilities with its 
subsidiaries. On a monthly basis PLIC bills the subsidiaries, including the Company, for amounts due for 
the performance of such services and functions and the use of such equipment, personnel and facilities. 
Amounts billed to the Company by PLIC include a portion of the distribution expenses, compensation and 
related expenses, and general and administrative expenses set forth within Statement of Operations, and for 
the year ended December 31, 2023 totaled $132,619,608. 

PFG has allocated the expenses associated with its stock-based compensation plans to each of its 
subsidiaries, with the allocation aggregating $2,023,444 to the Company for the year ended December 31, 
2023. As PFG has not required the allocation to be settled in cash, the amount has been treated as a capital 
contribution. 

The Company receives capital infusions from its parent company to ensure compliance with regulatory 
capital requirements. Capital infusions totaled $79,000,000 for the year ended December 31, 2023. 

4. Leases 

The Company has adopted the authoritative guidance requiring lessee recognition of lease assets and lease 
liabilities on the balance sheet. Leases with an initial term of twelve months or less are not recorded on the 
statement of financial condition. The Company recognizes lease expense for leases on a straight-line basis 
over the lease term. 

As of December 31, 2023, the lease assets and liabilities were as follows: 

Assets 
Operating lease assets (1) 
Total lease assets 

Liabilities 
Operating lease liabilities (2) 
Total lease liabilities 

1,206,995 
$ 1,206,995 

1,341,896 
$ 1,341,896 

(l) Operating lease assets are reported separately within the asset section of the statement offmancial condition. 
(2) Operating lease liabilities are reported separately within the liabilities section of the statement of financial condition. 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements (continued) 

4. Leases ( continued) 

As of December 31, 2023, the lease cost was as follows: 

Operating lease costs (1) 
Other lease costs (2) 
Total lease costs 

( l) Operating lease costs are included in operating expenses within the statement of operations. 

$ 

444,481 
30,298 

474,779 

(2) Other lease costs primarily reflect variable lease costs which are included in operating expenses within the statement of 
operations. 

As of December 31, 2023, future minimum rentals under operating leases for office space that have initial 
or non-cancelable lease terms in excess of one year are as follows: 

2024 
2025 
2026 
Total lease payments 
Less: interest 
Present value of lease liabilities 

Rent expense for 2023 totaled $701,299. 

485,558 
494,795 
376,870 

1,357,223 
15,327 

$ 1,341,896 

The weighted-average remaining lease terms and weighted-average discount rates were as follows: 

Weighted-average remaining lease term (in years): 
Operating leases 2.83 

Weighted-average discount rate: 
Operating leases 0.85% 

5. Income Taxes 

The Company's taxable income or loss is generally included in the consolidated income tax return filed by 
PFG, the Company's ultimate parent. If instead of preparing its financial statements as a tax division of PFG, 
the Company were to follow a separate taxpayer approach, the financial statements may be impacted with 
the most significant impact being the Company may not be able to realize the full benefit of its state NOL. 

10 



Principal Funds Distributor, Inc. 

Notes to Financial Statements ( continued) 

5. Income Taxes ( continued) 

PFG has adopted the policy of allocating income tax expense and benefits to members of its consolidated 
group based upon their pro rata contribution of taxable income or loss. The Company received tax 
reimbursements from PFG of $36,351,784 during 2023. The Company's tax receivable balance is due from 
PFG. 

Our income tax expense was as follows for the year ended December 31, 2023: 

Current income taxes (benefits): 
U.S. federal 
State 

Total current income taxes (benefits) 

Deferred income taxes (benefits): 
U.S. federal 
State 

Deferred income taxes (benefits) 
Total income taxes (benefits) 

Effective Income Tax Rate 

$ (27,335,142) 
(7,691,955) 

(35,027,097) 

5,623,539 
447,635 

6,071,174 
$ (28,955,923) 

The Company's provision for income taxes may not have the customary relationship of taxes to income. A 
reconciliation between the U.S. corporate income tax rate and the effective income tax rate is as follows for 
the year ended December 31, 2023: 

U.S. corporate income tax rate 
State tax 
Employee benefits and related items 
Nondeductible meals and entertainment 
Effective income tax rate 

Unrecognized Tax Benefits 

21.0% 
5.1 

(0.4) 
0.2 

25.9% 

The amount of unrecognized tax benefits calculated for the Company as of December 31, 2023 is not material 
to the Company's financial position. Therefore, the total amount of unrecognized tax benefits, that if 
recognized, would affect the effective income tax rate is immaterial. The Company recognizes interest 
expense and penalties related to income taxes in operating expenses. The Company recognized no 
accumulated pre-tax interest and penalties related to unrecognized tax benefits in 2023. 

We do not believe there is a reasonable possibility that the total amount of unrecognized tax benefits will 
significantly increase or decrease in the next twelve months. 
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Principal Funds Distributor, Inc. 

Notes to Financial Statements (continued) 

5. Income Taxes ( continued) 

Net Deferred Income Taxes 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 

Our significant components of net deferred income taxes were as follows: 

Deferred income tax assets: 
Net operating loss $ 3,316,982 
Stock compensation 836,872 
Deferred compensation 1,282,168 
Other deferred income tax assets 120,724 

Total deferred income tax assets 5,556,746 

Deferred income tax liabilities: 
Deferred sales commissions (376,149) 
Prepaid expenses {652278} 

Total deferred income tax liabilities {441,427} 
Total net deferred income tax assets $ 52115z319 

In management's judgment, total deferred income tax assets are more likely than not to be realized. 

Other Tax Information 

The U.S. federal statute of limitations has expired for years prior to 2015. The IRS is currently auditing our 
U.S. federal income tax returns for tax years 2015-2018 and 2019-2022. The statutes remain open through 
normal statute extensions. We do not expect the results of these audits, subsequent related adjustments or 
developments in other tax areas for all open tax years to significantly change the possible increase in the 
amount of unrecognized tax benefits, but the outcome of tax reviews is uncertain and unforeseen results can 
occur. We believe we have adequate defenses against, or sufficient provisions for, contested issues, but final 
resolution could take several years depending on whether legal remedies are pursued. Consequently, we do 
not believe issues that might arise in tax years subsequent to 2014 will have a material impact on our net 
income. 

6. Contingencies 

The Company is regularly involved in litigation, both as a defendant and as a plaintiff, but primarily as a 
defendant. Litigation naming the Company as a defendant ordinarily arises out of the Company's business 
operations as a provider of asset management and accumulation products and services. Some of the lawsuits 

12 



Principal Funds Distributor, Inc. 

Notes to Financial Statements (continued) 

6. Contingencies (continued) 

are class actions, or purport to be, and some include claims for punitive damages. In addition, regulatory 
bodies, such as, the Securities and Exchange Commission (SEC}, FINRA and other regulatory bodies 
regularly make inquiries and conduct examinations or investigations concerning the Company's 
compliance with, among other things, securities laws and laws governing the activities of broker-dealers. 
The Company receives requests from regulators and other governmental authorities relating to other 
industry issues and may receive additional requests, including subpoenas and interrogatories, in the future. 

While the outcome of any pending or future litigation or regulatory matter cannot be predicted, management 
does not believe that any pending litigation or regulatory matter will have a material adverse effect on the 
Company's business or financial position. The outcome of such matters is always uncertain, and unforeseen 
results can occur. It is possible that such outcomes could materially affect net income in a future period. 

7. Regulatory Requirements 

The Company is subject to the SEC Uniform Net Capital Rule (Rule l 5c3- l ). The Company computes its 
net capital requirements under the alternative method provided for in Rule l 5c3- l. At December 31, 2023, 
the Company had net capital of$23,206,439 which was $22,956,439 in excess ofits required minimum net 
capital of$250,000. 

The Company is exempt from maintaining a special reserve bank account under Rule 15c3-3 as the 
Company relies on Footnote 74 of the SEC Release No. 34-70073. 
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Supplemental Information 



Principal Funds Distributor, Inc. 

Schedule I-Computation of Net Capital 
Under SEC Rule 15c3-1 

December 31, 2023 

Computation of Net Capital 

1. Total ownership equity from Statement of Financial Condition 

2. Deduct ownership equity not allowable for Net Capital 

3. Total ownership equity qualified for Net Capital 

4. Add: 

A. Liabilities subordinated to claims of general creditors allowable 
in computation of net capital 

B. Other (deductions) or allowable credits 

5. Total capital and allowable subordinated liabilities 

6. Deductions and/or charges: 

A. Total non-allowable assets from Statement of Financial Condition 
(Notes B and C) 

B. Secured demand note deficiency 

C. Commodity futures contracts and spot commodities - proprietary 
capital charges 

D. Other deductions and/or charges 

7. Other additions and/or allowable credits 

8. Net Capital before haircuts on securities positions 

9. Haircuts on securities (computed, where applicable, pursuant to 15c3-l (f)): 

A. Contractual securities commitments 

B. Subordinated securities borrowings 

C. Trading and investment securities: 

1. Exempted securities 

2. Debt securities 

3. Options 

4. Other securities 

D. Undue concentration 

E. Other 

10. Net Capital 

$39,450,372 

39,450,372 

39,450,372 

$16,243,933 

(16,243,933) 

$23,206,439 

$23,206,439 
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PartB 

Principal Funds Distributor, Inc. 

Schedule I-Computation ofNet Capital 
Under SEC Rule 15c3-1 

December 31, 2023 

Computation of Alternate Net Capital Requirement 

22. 2% of combined aggregate debit items as shown in Formula for 
Reserve Requirements pursuant to Rule 15c3-3 prepared as of the 
date of the net capital computation including both brokers or 
dealers and consolidated subsidiaries' debits 

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

24. Net capital requirement (greater of line 22 or 23) 

25. Excess net capital (line 10 less 24) 

26. Net capital in excess of the greater of: 5% of combined aggregate 
debit items or 120% of minimum net capital requirement 

Notes 

$ 

250,000 

250,000 

22,956,439 

22,906,439 

(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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Principal Funds Distributor, Inc. 

Schedule I-Computation of Net Capital 
Under SEC Rule 15c3-1 

December 31, 2023 

There were no differences between the computation of net capital under Rule 15c3-l, 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, 2023. 
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Principal Funds Distributor, Inc. 

Schedule II - Computation for Determination of Reserve 
Requirements Pursuant to Rule 15c3-3 

December 31, 2023 

Exemptive Provision 

The Company does not claim an exemption under paragraph (k) of 17 C.F.R. § 240. 15c3-3 for the 
determination of reserve requirements. 

The Company relies on Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. 
§ 240. l 7a-5 because the Company limits its business activities exclusively to effecting securities 
transactions via subscriptions on a subscription way basis where the funds are payable to the issuer or its 
agent and not to the Company. 

The Company does not directly or indirectly receive, hold, or otherwise owe funds or securities for or to 
customers. The Company does not carry accounts of or for customers; nor does the Company carry PAB 
accounts (as defined in Rule 15c3-3). 

17 



Principal Funds Distributor, Inc. 

Schedule III - Information Relating to the Possession or 
Control Requirements Under Rule 15c3-3 

December 31, 2023 

The Company does not claim an exemption under paragraph (k) of 17 C.F.R. § 240. 15c3-3 as it relates to 
the possession and control requirements. 

The Company relies on Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F .R. 
§ 240.17a-5 because the Company limits its business activities exclusively to effecting securities 
transactions via subscriptions on a subscription way basis where the funds are payable to the issuer or its 
agent and not to the Company. 

The Company does not directly or indirectly receive, hold, or otherwise owe funds or securities for or to 
customers. The Company does not carry accounts of or for customers; nor does the Company carry PAB 
accounts (as defined in Rule 15c3-3). 
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EY Ernst & Young LLP Tel: + 1 515 243 2727 
Suite 3100 ey.com 
801 Grand Avenue 

Building a better 
working world 

Des Moines, IA 50309-2764 

Report of Independent Registered Public Accounting Firm 
on Applying Agreed-Upon Procedures 

To the Board of Directors and Management of Principal Funds Distributor, Inc.: 

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange 
Act of 1934 and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which 
are enumerated below on the accompanying General Assessment Reconciliation (Form SIPC-7) 
for the fiscal year ended December 31, 2023. Management of Principal Funds Distributor, Inc. 
(Company) is responsible for its Form SIPC-7 and for its compliance with the applicable 
instructions on Form SIPC-7. 

Management of the Company has agreed to and acknowledged that the procedures performed are 
appropriate to meet the intended purpose of assisting you and SIPC in evaluating the Company's 
compliance with the applicable instructions on Form SIPC-7 for the year ended December 31, 
2023. Additionally, SIPC has agreed to and acknowledged that the procedures performed are 
appropriate for their intended purpose. This report may not be suitable for any other purpose. The 
procedures performed may not address all the items of interest to a user of this report and may not 
meet the needs of all users of this report and, as such, users are responsible for determining whether 
the procedures performed are appropriate for their purposes. 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 the associated findings are as follows: 

1. Compared the listed assessment payments in Form SIPC-7 with respective cash 
disbursement records entries. 

a. No findings were found as a result of applying the procedure. 

2. Compared the total revenue amounts reported on the annual audited report Form X-17A-5 
Part III for the fiscal year ended December 31, 2023 with the total revenue amounts 
reported in Form SIPC-7 for the year-ended December 31, 2023. 

a. No findings were found as a result of applying the procedure. 

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and 
working papers. 

a. No findings were found as a result of applying the procedure. 

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in 
the related schedules and working papers supporting the adjustments. 

a. No findings were found as a result of applying the procedure. 

A member firm of Ernst & Young Global Limited 



EY 
Building a better 
working world 

We were engaged by the Company to perform this agreed-upon procedures engagement and 
conducted our engagement in accordance with attestation standards established by the American 
Institute of Certified Public Accountants and in accordance with the standards of the Public 
Company Accounting Oversight Board (United States). An agreed-upon procedures engagement 
involves the practitioner performing specific procedures that the engaging party has agreed to and 
acknowledged to be appropriate for the purpose of the engagement and reporting on findings based 
on the procedures performed. We were not engaged to, and did not conduct an examination or a 
review engagement, the objective of which would be the expression of an opinion or conclusion, 
respectively, on the Company's Form SIPC-7 and for its compliance with the applicable 
instructions on Form SIPC-7 for the year ended December 31, 2023. Accordingly, we do not 
express such an opinion or conclusion. Had we performed additional procedures, other matters 
might have come to our attention that would have been reported to you. 

As agreed, any differences when performing procedures over the accompanying Form SIPC-7 that 
are less than $1, due to the SIPC online portal rounding down to the nearest dollar, were considered 
minor and were not included in our findings. 

We are required to be independent of the Company and to meet our other ethical responsibilities 
in accordance with the relevant ethical requirements related to our agreed-upon procedures 
engagement. 

This report is intended solely for the information and use of the Company and SIPC and is not 
intended to be, and should not be, used by anyone other than these specified parties. 

February 28, 2024 

A member firm of Ernst & Young Global Limited 
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Ernst & Young LLP Tel: +l 515 243 2727 
Suite 3100 ey.com 
801 Grand Avenue 
Des Moines, IA 50309-2764 

Report of Independent Registered Public Accounting Firm 

The Board of Directors and Management of Principal Funds Distributor, Inc. 

We have reviewed management's statements, included in the accompanying Principal Funds 
Distributor, Inc. Exemption Report, in which Principal Funds Distributor, Inc. (the Company) 
stated that: 

(1) The Company does not claim an exemption under paragraph (k) of 17 C.F.R. § 240.15c3-3. 

(2) The Company is relying on Footnote 74 of the SEC Release No. 34-70073 adopting 
amendments to 17 C.F.R. § 240.l 7a-5 because, the Company limits its business activities 
exclusively to effecting securities transactions via subscriptions on a subscription way basis 
where the funds are payable to the issuer or its agent and not to the Company throughout the 
most recent fiscal year ended December 31, 2023, and the Company (1) did not directly or 
indirectly receive, hold, or otherwise owe funds or securities for or to customers, (other than 
money or other consideration received and promptly transmitted in compliance with paragraph 
(a) or (b)(2) of Rule 15c2-4 and/or funds received and promptly transmitted for effecting 
transactions via subscriptions on a subscription way basis where the funds are payable to the 
issuer or its agent and not to the Company); (2) did not carry accounts of or for customers; and 
(3) did not carry PAB accounts (as defined in Rule 15c3-3) throughout the most recent fiscal 
year ended December 31, 2023, without exception. 

Management is responsible for compliance with 17 C.F .R. § 240.15c3-3 and its statements. 

Our review was conducted in accordance with the standards of the Public Company Accounting 
Oversight Board (United States) and, accordingly, included inquiries and other required 
procedures to obtain evidence aboutthe Company's compliance with 17 C.F.R. § 240.15c3-3. A 
review is substantially less in scope than an examination, the objective of which is the expression 
of an opinion on management's statements. Accordingly, we do not express such an opinion. 

Based on our review, we are not aware of any material modifications that should be made to 
management's statements referred to above for them to be fairly stated, in all material respects, 
pursuant to footnote 74 of SEC Release No. 34-70073 adopting amendments to 17 C.F.R. § 
240.17a-5. 

This report is intended solely for the information and use of the Board of Directors, management, 
the SEC, FINRA, and other regulatory agencies that rely on Rule 17a-5 under the Securities 
Exchange Act of 1934 in their regulation of registered brokers and dealers, and other recipients 
specified by Rule 17 a-5( d)( 6) and is not intended to be and should not be used by anyone other 
than these specified parties. 

February 28, 2024 

A member firm of Ernst & Young Global Limited 



C, Principal' 

Principal Funds Distributor, Inc. Exemption Report 

Principal Funds Distributor, Inc. (the "Company") is a registered broker-dealer subject to Rule 
17a-5 promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, "Reports 
to be made by certain brokers and dealers"). This Exemption Report was prepared as required by 
17C.F.R. §240.17a-S(d)(1) and (4). To the best of its knowledge and belief, the Company states 
the following: 

(1) The Company does not claim an exemption under paragraph (k) of 17 C.F.R. § 240.15c3-3, 
and 

(2) The Company is relying on Footnote 74 of the SEC Release No. 34-70073 adopting 
amendments to 17 C.F.R. § 240.17a-5 because, the Company limits its business activities 
exclusively to effecting securities transactions via subscriptions on a subscription way 
basis where the funds are payable to the issuer or its agent and not to the Company 
throughout the most recent fiscal year ended December 31, 2023, and the Company (1) 
did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to 
customers, (other than money or other consideration received and promptly transmitted 
in compliance with paragraph (a} or (b}(2) of Rule 1 Sc2-4 and/or funds received and 
promptly transmitted for effecting transactions via subscriptions on a subscription way 
basis where the funds are payable to the issuer or its agent and not to the Company); {2} 
did not carry accounts of or for customers; and (3) did not carry PAB accounts (as defined 
in Rule 1 Sc3-3) throughout the most recent fiscal year ended December 31, 2023, without 
exception. 

Principal Funds Distributor, Inc. 

I, Sean Clines, affirm that, to my best knowledge and belief, this Exemption Report is true and 
correct. 

f Financial Officer Principal Funds Distributor, Inc. 

February 28, 2024 


