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In its proxy statement circulated 1in connection with the annual meeting of
shareholders of Principal Financial Group, Inc. (the "Company") to be held on
Tuesday, May 17, 2005, first sent to shareholders on or about March 31, 2005,
the Company has asked shareholders to approve two new equity compensation plans.

Shareholders are asked to approve the Principal Financial Group, Inc. 2005
Directors Stock Plan (the "2005 Director Plan") to replace the existing
Directors Stock Plan, and the Principal Financial Group, Inc. 2005 Stock

Incentive Plan (the "2005 Employee Plan") to replace the existing Stock
Incentive Plan. In the proxy statement, the Company noted that if either or both
of the 2005 Director Plan and the 2005 Employee Plan are not approved by
shareholders, the Company would continue to operate the corresponding existing
equity plan in accordance with its terms.

In its proxy statement, the Company stated that upon approval by shareholders of
(1) the 2005 Director Plan, no new grants will be made wunder the existing
Directors Stock Plan and (2) the 2005 Employee Plan, no new grants will be made
under the existing Stock Incentive Plan.

The Company understands that some shareholders expressed concerns about the
operation of the existing equity compensation plans prior to the shareholders
meeting. In particular, these shareholders have inquired (i) about the number of
shares of Company common stock remaining available for future issuance under
each of our existing equity compensation plans on or near March 18, 2005, the

record date of the 2005 annual meeting of shareholders, excluding shares
issuable upon exercise of outstanding options or the settlement of outstanding
awards, and (ii) whether any of those available shares have been, or may be

granted, under the existing plans prior to the date of the annual shareholders
meeting.

Excluding shares issuable upon exercise of outstanding options or the settlement
of outstanding awards, on April 25, 2005, 10,350,519 shares remained available
for award under the existing Directors Stock Plan and Stock Incentive Plan.
Except to the extent that awards may be made in connection with the hiring or
promotion of Company officers or other unique circumstances that would justify
the granting of an award for a select category of individuals, the Company
expects that no awards of any type will be made under the Directors Stock Plan
or the Stock Incentive Plan on or before the date of the annual meeting.



