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Filed Pursuant to Rule 424(b)(5)
Registration Statement Nos. 333-174438

333-174438-04
CALCULATION OF REGISTRATION FEE
Title of Each Class of Securities Maximum Aggr egate Amount of
to be Offered Offering Price Registration Fee(1)
1.850% Senior Notes due 20 $300,000,00( $40,92C
3.125% Senior Notes due 20 $300,000,00( $40,92C
4.350% Senior Notes due 20 $300,000,00( $40,92C
Guarantee of 1.850% Senior Notes due 2017 by PahEinancial Services, In — None(2)
Guarantee of 3.125% Senior Notes due 2023 by PahEinancial Services, In — None(2)
Guarantee of 4.350% Senior Notes due 2043 by PahEinancial Services, In — None(2)

The registration fee of $122,760 is calculateddcoadance with Rule 457(r) of the Securities Ac1883, as amended (the "Securities
Act"”). Payment of the registration fee at the tiofidiling of the registrants' registration staternen Form S-3 filed with the Securities
and Exchange Commission on May 24, 2011 (Registrétatement Nos. 333-174438, 333-174438-04), whesréd pursuant to
Rules 456(b) and 457(r) of the Securities Act, snghid herewith. The "Calculation of Registratieee” table shall be deemed to up:
the "Calculation of Registration Fee" table in svedistration statement.

Pursuant to Rule 457(n) promulgated under the 8&s1Act, no separate fee is required for the gneres.
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PROSPECTUS SUPPLEMENT
(To Prospectus Dated May 24, 2011)

Financial
Group

$900,000,000
PRINCIPAL FINANCIAL GROUP, INC.

$300,000,000 1.850% Senior Notesdue 2017
$300,000,000 3.125% Senior Notes due 2023
$300,000,000 4.350% Senior Notes due 2043
Fully and Unconditionally Guaranteed by
PRINCIPAL FINANCIAL SERVICES, INC.

We are offering $300,000,000 aggregaitecjipal amount of our 1.850% Senior Notes due 2@1& "2017 Notes"), $300,000,000 aggregate prineipeunt of our 3.125% Senior
Notes due 2023 (the "2023 Notes") and $300,000e@@Begate principal amount of our 4.350% Senioebldue 2043 (the 2043 Notes" and, together w2017 Notes and the 20
Notes, the "Notes"). The 2017 Notes will bear iestrat a rate of 1.850% per year. The 2023 Notkkbear interest at a rate of 3.125% per year. 2043 Notes will bear interest at a rate
4.350% per year. Interest on the Notes is payablay 15 and November 15 of each year, beginninlan 15, 2013. The 2017 Notes will mature on Novenitb, 2017. The 2023 Notes
will mature on May 15, 2023. The 2043 Notes willtota on May 15, 2043.

We may redeem the Notes of each seriasyatime at a make-whole redemption price desdribehe section entitled "Description of the Neteg@ptional Redemption" in this
prospectus supplement. We will be required to redie Notes in certain circumstances as specifi¢de section entitled "Description of the NoteSpecial Mandatory Redemption" in tl
prospectus supplement.

The Notes of each series will be fullglamconditionally guaranteed (each, a "Subsidiamgr@ntee") by our subsidiary, Principal Financeh&es, Inc. which is an intermediary
holding company whose assets include all of thetantling shares of our principal operating comganfeluding Principal Life Insurance Company.

The Notes of each series will be our@ennsecured and unsubordinated obligations aridamk equally in right of payment with all of oeristing and future seniandebtedness ar
senior to all of our existing and future subordathindebtedness. Each Subsidiary Guarantee walldmnior unsecured and unsubordinated obligati&rin€ipal Financial Services, Inc. and
will rank equally in right of payment with all ofsi existing and future senior indebtedness andsémill of its existing and future subordinatadébtedness.

The Notes of each series are a new isBsiecurities with no established trading markée Notes will not be listed on any national se@siexchange or included in any automated
quotation system. Currently, there is no publickeafor any series of the Notes.

Investing in the Notes involves risks. See "Riskdars" beginning on page S-7 of this prospectus pigment.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or determined if this prospectus
supplement or the accompanying prospectusistruthful or complete. Any representation to the contrary isa criminal offense.

Per 2017 Per 2023 Per 2043

Note Note Note Total
Public Offering Price(1 99.89(% 99.85% 99.74% $ 898,509,00
Underwriting Discount: 0.60(% 0.65(% 0.87%% $ 6,375,00!
Proceeds to Principal Financial Group, Inc. (befarpenses 99.29(% 99.20% 98.87% $ 892,134,00
1) Plus accrued interest, if any, from November 18,2 settlement occurs after that date.

The underwriters expect to deliver thedsmnly in book-entry form through the facilitiesThe Depository Trust Company for the accountgsoparticipants, including Euroclear and
Clearstream, against payment therefor, in New YN#Buw York on or about November 16, 2012.

Joint Book-Running Managers

Credit Deutsche Bank Goldman, UBS I nvestment
Suisse Securities Sachs & Co. Bank



HSBC

Senior Co-Managers

BofA Merrill
Lynch Morgan Stanley
Co-Managers
The Williams Capital Group, WeéllsFargo
RBS Santander L.P. Securities

November 13, 2012
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Y ou should rely only on the information contained in this prospectus supplement, any related free writing prospectusissued by us
(which werefer toasa " company freewriting prospectus'), the accompanying prospectus and the documentsincor porated by reference
in this prospectus supplement and the accompanying prospectus or to which we havereferred you. We have not, and the underwriters
have not, authorized anyoneto provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. This prospectus supplement, any related company free writing prospectus and the accompanying
prospectus do not constitute an offer to sell, or a solicitation of an offer to purchase, the securities offered by this prospectus supplement,
any related company free writing prospectus and the accompanying prospectusin any jurisdiction to or from any person to whom or
from whom it isunlawful to make such offer or solicitation of an offer in such jurisdiction. You should not assumethat theinformation
contained in this prospectus supplement, any related company free writing prospectus and the accompanying prospectus or any
document incor porated by referenceis accurate as of any date other than the date of the applicable document. Neither the delivery of
this prospectus supplement, any related company free writing prospectus and the accompanying prospectus nor any distribution of
securities pursuant to this prospectus supplement and the accompanying prospectus shall, under any circumstances, create any
implication that there has been no changein the information set forth or incor porated by reference into this prospectus supplement, any
related company free writing prospectus and the accompanying prospectusor in our affairs since the date of this prospectus
supplement. Our business, financial condition, results of operations and prospects may have changed since that date.
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This document is in two parts. The firsttpa this prospectus supplement, which describespecific terms of this offering of Notes and
also adds to and updates information containedderatcompanying prospectus and the documents imrategl by reference into this
prospectus supplement and the accompanying pragpddie second part, the accompanying prospedties more general information, some
of which may not apply to this offering.

Unless otherwise indicated, or the cont¢lierwise requires, references in this prospeatpplement and the accompanying prospectus:
"Principal," the "Company," "we," "us" and "our" similar terms are to Principal Financial Groug.land its subsidiaries, references to
"Principal Financial Services" and the "Subsidi@tyarantor" are to Principal Financial Services,,|laad references to "Principal Life" are to
Principal Life Insurance Company.

We are offering to sell the Notes onlyhnge jurisdictions in the United States, and mégrdhe Notes in those jurisdictions in Europe,
Asia and elsewhere, where it is lawful to make sofférs. The distribution of this prospectus supmat and the accompanying prospectus ar
the offering of the Notes in certain jurisdictiomay be restricted by law. Persons who receivegitispectus supplement and the accompal
prospectus should inform themselves about and wbsary such restrictions. This prospectus suppléarahthe accompanying prospectus do
not constitute, and may not be used in connectitim &n offer or solicitation by anyone in any gdiction in which such offer or solicitation is
not authorized or in which the person making sur @r solicitation is not qualified to do so arany person to whom it is unlawful to make
such offer or solicitation. See "Underwriting" mg prospectus supplement.

You should read this entire prospectus kupent carefully, including the section entitledsiRFactors," our consolidated financial
statements and the related notes thereto incogablst reference into this prospectus supplementl@edccompanying prospectus and any
related company free writing prospectus, beforeingain investment decision.
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FORWARD-LOOKING STATEMENTS

Some of the statements contained in tlisgectus supplement, the accompanying prospectuthamocuments incorporated by refere
herein may be forward-looking statements, including statements about our projected financial dardand results of operations, future
business operations or strategies, financing plzorapetitive position, potential growth opportuedtior the effects of competition and of future
legislation or regulations. These statements caddigified by the use of forward-looking languageh as "will likely result,” "may,"

"should," "expects," "plans," "anticipates," "estites," "projects," "intends," or the negative afsh terms or other similar words or
expressions. These forwalabking statements are made pursuant to the sali@hgrovisions of the Private Securities LitigatiReform Act o
1995 and include estimates and assumptions rdlatecbnomic, competitive and legislative developtaenhese forward-looking statements
are subject to change and uncertainty which ammany instances, beyond our control and have besternased upon management's
expectations and beliefs concerning future devetpmand their potential effect upon us. Theretmano assurance that future developments
will be in accordance with management's expectat@rthat the effect of future developments on ilisb& those anticipated by management.
Actual results could differ materially from thosepected by us, depending on the outcome of vafiaetsrs. These factors include:

. adverse capital and credit market conditions mggificantly affect our ability to meet liquidity ees as well as our access to
capital and cost of capital;

. continued difficult conditions in the global é¢&gb markets and the economy generally may matergadd adversely affect our
business and results of operations;

. continued volatility or further declines in the égumarkets could reduce our assets under manageandmmay result in
investors withdrawing from the markets or decregireir rates of investment, all of which couldueé our revenues and net
income;

. changes in interest rates or credit spreadsadagrsely affect our results of operations, finahcondition and liquidity, and our

net income can vary from period-to-period,;

. our investment portfolio is subject to several sishat may diminish the value of our invested asaetl the investment returns
credited to customers, which could reduce our sad@®nues, assets under management and net income;

. our valuation of fixed maturities, equity secust@nd derivatives may include methodologies, esiimsa and assumptions
which are subject to differing interpretations aodld result in changes to investment valuatioas tilay materially adversely
affect our results of operations or financial coiach;

. the determination of the amount of allowances iampairments taken on our investments requirémasibns and assumptions
which are subject to differing interpretations aodild materially impact our results of operationgimancial position;

. gross unrealized losses may be realized or resfitire impairments, resulting in a reduction ur aet income;

. competition from companies that may have greatemftial resources, broader arrays of productsghigitings and stronger
financial performance may impair our ability toaiet existing customers, attract new customers agidtain our profitability;

. a downgrade in our financial strength or credliings may increase policy surrenders and withdisweduce new sales and

terminate relationships with distributors, impaxiséng liabilities and increase our cost of capitay of which could adversely
affect our profitability and financial condition;
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. our efforts to reduce the impact of interest rdtanges on our profitability and retained earningsy mot be effective;

. if we are unable to attract and retain sales reptesives and develop new distribution sourcegssafl our products and servic
may be reduced;

. our international businesses face political, legpérational and other risks that could reducepoafitability in those businesse
. we may face losses if our actual experiencedifsignificantly from our pricing and reservingasptions;
. our ability to pay stockholder dividends and magtabligations may be constrained by the limitasiam dividends lowa

insurance laws impose on Principal Life;

. the pattern of amortizing our deferred policy asgign costs ("DPAC") and other actuarial balanoe®ur universal life-type
insurance contracts, participating life insuranokces and certain investment contracts may chainggacting both the level of
the asset and the timing of our net income;

. we may need to fund deficiencies in our closiedlbassets;

. a pandemic, terrorist attack, or other catastroph@nt could adversely affect our net income;

. our reinsurers could default on their obligationgnarease their rates, which could adversely irhpac net income and
profitability;

. we face risks arising from our ability to obtaiguéatory approvals, consummate and realize theat@gdenefits from the

acquisition of Administradora de Fondos de PensidBigporum S.A. and from other acquisitions of busses;

. changes in laws, regulations or accounting stedgimay reduce our profitability;

. we may be unable to mitigate the impact of Ratjoth XXX and Actuarial Guideline 38, potentiallgsulting in a negative
impact to our capital position and/or a reductiesales of term and universal life insurance prégjuc

. a computer system failure or security breach cdigdupt our business, damage our reputation andraély impact our
profitability;

. results of litigation and regulatory investigatianay affect our financial strength or reduce owfipability;

. from time to time we may become subject to tadits, tax litigation or similar proceedings, arsgdaaresult we may owe

additional taxes, interest, and penalties in ansth#t may be material;
. fluctuations in foreign currency exchange ratesld reduce our profitability;

. applicable laws and our certificate of incorporatémd by-laws may discourage takeovers and busooesbinations that some
stockholders might consider in their best interestsl

. our financial results may be adversely impactedlbpal climate changes.

Additional information concerning these aher factors is contained in our filings with tBecurities and Exchange Commission (the
"SEC"), including but not limited to our Annual Repon Form 10-K for the year ended December 3112fhd our Quarterly Report on
Form 10-Q for the quarter ended September 30, 284c¢h incorporated by reference in this prospestipplement and the accompanying
prospectus, and the risk factors or uncertainii¢ad in the section entitled "Risk Factors" irstprospectus supplement.

We undertake no obligation to update piyplicese forward-looking statements to reflect nefermation, future events or otherwise.

iv
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsewhere in this prospectus supplement and the accompanying prospectus or
incorporated by reference in this prospectus supplement and the accompanying prospectus. This summary does not contain all of the
information that you should consider before deciding to invest in the Notes. You should read this entire prospectus supplement and the
accompanying prospectus carefully, including the section entitled "Risk Factors' in this prospectus supplement and the documents
incor porated by reference in this prospectus supplement and the accompanying prospectus, which contain our consolidated financial
statements and the related notes.

Principal Financial Group

The Principal Financial Group is a leadamgvider of retirement savings, investment andriasoce products and services with
$392.2 hillion in assets under management and appadely 18.3 million customers worldwide as of &apber 30, 2012.

Our U.S. and international operations coftrege primarily on asset accumulation and managéeneaddition, we offer a broad
range of individual and group life insurance, indial and group disability insurance and group dlesmd vision insurance.

We primarily focus on small and medium-dibeisinesses, which we define as companies wighthes 1,000 employees, providing
a broad array of retirement and employee bendfitisas to meet the needs of the business, thebssiowner and their employees.
With over 30,000 plans as of September 30, 20123 leading provider of corporate defined cbation plans in the U.S. We are
also the leading employee stock ownership planudtarg. In addition, we are a leading provider ohqualified plans and defined
benefit plans, and are one of the top providerdar termination annuities. We are also one ofdhgest providers of specialty benefits
insurance product solutions.

We believe small and medium-sized busireease an underserved market, offering attractieavtir opportunities in the U.S. in
retirement services and other employee benefitsaltebelieve there is a significant opportunityeteerage our U.S. retirement
expertise into select international markets thaehaedopted or are moving toward private sectomeeficontribution pension systems.
This opportunity is particularly compelling as agipopulations around the world are driving increlademand for retirement
accumulation, retirement asset management andmegint income management solutions.

We organize our business into the followapgrating segments: (1) Retirement and Investori&ss, which provides a
comprehensive portfolio of asset accumulation petaland services for retirement savings and relatesstment products and services
to businesses and individuals in the U.S., witlorcentration on small and medium-sized busine¢2g®rincipal Global Investors,
which provides a diverse range of asset manageseevices using a multi-boutique strategy that ceaer expanded range of asset
classes, investment styles and portfolio structtoresir other segments and third-party institutiatiants; (3) Principal International,
which provides retirement products and servicesygies, mutual funds, institutional asset manageraad life insurance accumulation
products through subsidiaries and joint venturesiious countries; and (4) U.S. Insurance Solgtiovhich provides individual life
insurance and specialty benefits, which includesigrdental, group vision, individual and group ity and group life insurance, as
well as wellness services and non-medical fee-dovise claims administration, throughout the U.2 &¥50 have a Corporate segment,
which consists of the assets and activities tha¢ mt been allocated to any other segment.

We were organized as an individual lifeuireg in 1879, formed a mutual insurance holding jgany in 1998, and Principal
Financial Group, Inc. was organized on April 1802@&s a Delaware business corporation. Under thestef Principal Mutual Holding
Company's Plan of Conversion, Principal Mutual htigdCompany converted from a mutual insurance hgldiompany to a stock
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company subsidiary of Principal Financial Groug, Jreffective October 26, 2001, when we completedmitial public offering.

The principal executive office for Princifanancial Group, Inc. is located at 711 High 8trées Moines, lowa 50392, and the
telephone number is (515) 247-5111.

Pending Acquisition of Cuprum
Overview of the Acquisition

On October 5, 2012, Principal Financiahv8ass entered into a Sale and Purchase Promiseefgnat (as the same may be amendg
the "SPA") with Empresas Penta S.A., a Chileangbei\corporation ("Penta"), and Inversiones Banpkimtétada, a Chilean limited
liability company (together with Penta, the "Sedlgr Pursuant to the SPA, and subject to the cmditset forth therein, (i) Principal
Financial Services has agreed to cause a whollyedvenbsidiary to launch a tender offer (the "Offéot up to 100% of the common
voting shares ("shares") of Administradora de Femdi® Pensiones Cuprum S.A., a Chilean public catjmor ("Cuprum®), and (ii) the
Sellers have agreed to tender all of the shar€upfum owned by the Sellers, representing appraein&3.44% of Cuprum's total
outstanding shares, into the Offer for an aggregebe to be paid to the Sellers equal to approteétgaChilean UF 20.0 million
(US$957.9 million), subject to adjustment as ddsxtibelow (the "Price"). The price per share tpdid pursuant to the Offer will be
equal to the Price divided by the number of outditagy Cuprum shares owned by the Sellers. If 100%h@butstanding shares are
tendered into the Offer, the total price to be gaidPrincipal Financial Services will be approxiglgtChilean UF 31.6 million
(US$1,510.0 million). The Price is subject to athusnt based on Cuprum's debt outstanding at theftie month preceding the launch
of the Offer (in excess of the amount specifiethin SPA) and any pre-closing dividends declareubdd to the Sellers. In addition, as
further described below, the Price will be increbSeertain closing conditions are not satisfigdJanuary 13, 2013.

The closing of the Offer is subject totfig absence of a judicial resolution issued byrapmient court or government authority thaf
prohibits the closing of the acquisition from oating (such condition, the "Governmental Resolut@Zondition”), (ii) receipt of the
approval of the Chilean regulatory agency for pem$inds (Superintendencia de Pensiones) (the "SP Approval") and (iii) other
customary conditions to closing, including the giragn of an irrevocable commercial power of attorigythe Sellers, pursuant to which
each of the Sellers will agree to accept the Offign respect to its shares of Cuprum and the aleseha material adverse effect (as
defined in the SPA). The obligations of Principaidncial Services to consummate the Offer are ulojest to the availability of
financing. The SPA will expire 270 days after ttatedof the SPA, or July 2, 2013, unless the camubtiprecedent to the obligation of
Principal Financial Services to launch the Offdrfeeth in the SPA are met or waived, in which ctieeterm of the SPA will be
automatically extended for the number of days neéa¢ddaunch the Offer, transfer the shares andipayPrice.

If the Governmental Resolution Conditiomat met or the SP Approval is not obtained onefote January 13, 2013, from
January 14, 2013 to the later of the date on wtiienGovernmental Resolution Condition is met ardSF Approval is obtained, the
Price will be increased by Chilean UF 4,400 (US$240) per day.

If the SP Approval is not obtained withi@0ldays following the date of the SPA and all otm@rditions precedent have been met,
either Principal Financial Services or the Sellaey terminate the SPA, in which case Principal i Services will be required to pay
to the Sellers a termination fee in the amount)af@@b of the Price if the agreement is termindigdPrincipal Financial Services and
(i) 7% of the Price if the SPA is terminated by tBellers, provided that the term of 180 days reteto above shall be suspended (but
not beyond 270 days following the date of the SRéY)any period during which the Governmental Resoh Condition is not met.

S-2




Table of Contents

If (i) the SP Approval is not obtained asomsequence of the breach by Principal Finan@ali€es of its obligations under the SPA|
(i) Principal Financial Services fails to publidfe notice of commencement of the Offer in at léastChilean newspapers with national
circulation, informing of the commencement of thiée@s effect, as provided under Chilean securia@sg or (iii) in case of a successful
Offer, Principal Financial Services (A) does nobligh the notice of the result of the Offer reqditender Chilean securities law or fully
and promptly comply with any of the requirementstaf Offer, or (B) does not pay the Sellers theddn the date of closing, then
Principal Financial Services will be required ty pa the Sellers a fee in the amount of 15% ofRhiee. Such fee does not constitute
liquidated damages and Sellers will continue talble to seek specific performance to enforce theg®f the SPA notwithstanding the
payment of such fee.

Principal Financial Services and the Selleve agreed to indemnify each other for lossemgrfrom breaches of the
representations, warranties and covenants of tleehgent, subject to specified limitations.

We anticipate that the closing of the Cuaprcquisition will occur in the first quarter of BR after receipt of regulatory approvals in|
Chile.

Financing of the Acquisition

We estimate the total amount of funds nda@degay the consideration to acquire 100% of thtstanding Cuprum shares will be
approximately US$1,510.0 million, subject to adjusht as described above (the "Acquisition Constaerg. We expect to finance the
Acquisition Consideration with the net proceedsifriie sale of the Notes offered hereby and availehth.

Overview of Cuprum's Business

Cuprum is a large pension manager in Chiitly approximately US$30.6 billion of assets undemagement ("AUM") as of
December 31, 2011, as reported in Chilean InteynatiFinancial Reporting Standards ("Chilean IFRS0prum's products include
mandatory employee-funded pension plans, volurgansion products and other long-term savings prisdéor the year ended
December 31, 2011, Cuprum had US$176.3 millioreasfand other revenues and US$72.2 million innetne, in each case, as
reported in Chilean IFRS.

Cuprum has a high quality and affluent costr base as measured by AUM per customer. As oéfber 31, 2011, 71% of
Cuprum'’s customers actively contributed to theirgi@n accounts, compared to 52% for the Chileasiparsystem as a whole. We
believe that Cuprum is also well positioned in ¥oéuntary pension products segments in Chile.

Rationale for the Acquisition

We believe that the acquisition of Cupruiti &ccelerate our strategy of developing an esthbt and targeted presence for
pensions and long-term savings in emerging marfés.Cuprum acquisition is consistent with our gafahcreasing diversification of
our earnings across markets, geographies and cigseiWe believe that Cuprum will substantially @xg our geographical presence an
that the addition of Cuprum will solidify our pasih as a leading pension and retirement servicesialst in Latin America.

We believe that the Cuprum acquisition wilbvide us greater access to Chile's growing/estafd highly rated economy. We
believe that Cuprum will allow us to take advanta§€hile's growing economy, as well as its expagdiension system.

We entered Chile in 1995 but have not hisadly been a participant in the mandatory pensi@rket. Acquiring Cuprum should
allow us to offer a complete full-service pensidatform in Chile. The addition of Cuprum shouldoall us to take advantage of
Cuprum'’s distribution platform in Chile,
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including mandatory and voluntary pension prodebt@nnels. We believe that Chile's developed pemsiaket and regulatory
framework provide a favorable environment for conéd growth of Cuprum's business.

For convenience, certain amounts in thispectus supplement have been translated froma@hid& into U.S. dollars using an
exchange rate of Chilean UF 1.00 to US$47.85, bardtie Chilean UF/Chilean Peso exchange ratepastesl by the Central Bank of
Chile and the Chilean Peso/U.S. dollar exchangeastreported by International Data Corporationhes October 5, 2012.

S-4
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The Offering

The terms of the Notes are summarized below solely for your convenience. This summary is not a complete description of the Notes.
You should read the full text and more specific details contained elsewhere in this prospectus supplement, any company free writing
prospectus and the accompanying prospectus. For a more detailed description of the Notes, see the discussion in the section entitled
"Description of the Notes' in this prospectus supplement and "Description of the Debt Securities' in the accompanying prospectus.

| ssuer

Subsidiary
Guarantor

Notes Offered

Maturity
Interest Payment
Dates

Subsidiary
Guarantee

Record Dates

Optional
Redemption: No
Sinking Fund

Special Mandatory
Redemption

No Listing

Principal Financial Group, In

Principal Financial Services, In

$300,000,000 aggregate principal amount of 1.85@#d Notes due 2017. $300,000,000 aggregate pahci
amount of 3.125% Senior Notes due 2023. $300,0080@regate principal amount of 4.350% Senior Ndtes
2043. We refer to the 2017 Notes, the 2023 Notdglam 2043 Notes together as the "Not

The 2017 Notes will mature on November 15, 201 Z623 Notes will mature on May 15, 2023. The 2043
Notes will mature on May 15, 204
May 15 and November 15 of each year, beginning ag 16, 2013

The Notes of each series will be fully and uncanddlly guaranteed by our subsidiary, Principaldricial
Services. See "Description of the N—Subsidiary Guarantee" in this prospectus suppler

The May 1 or November 1 of each year immediatedceding the related interest payment c

The Notes of each series may be redeemed at apyatich from time to time, at our option, in wholdropart, as
described in the section entitled "Descriptionhdf Notes—Optional Redemption” in this prospectymplment.
The Notes will not have the benefit of any sinkingd.

If (i) the Cuprum acquisition is not completed tardance with the SPA on or prior to November2®,3, or
(i) the SPA is terminated prior to November 19120we will redeem all of the Notes on the Speklahdatory
Redemption Date at the Special Mandatory Redemtiae (each as defined herein). See "Descriptidheo
Notes—Special Mandatory Redemption” in this prospectympiament

The Notes will not be listed on any national se@siexchange or included in any automated quataystem
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Ranking

Use of Proceeds

Denominations

Covenants

Risk Factors

The Notes of each series will be our senior umsgtand unsubordinated obligations and will rank
equally in right of payment with all of our exisgjirand future senior indebtedness and senior taf
our existing and future subordinated indebtedreash Subsidiary Guarantee will be a senior
unsecured and unsubordinated obligation of Prihéipeancial Services and will rank equally in
right of payment with all of its existing and futusenior indebtedness and senior to all of itsiex:
and future subordinated indebtednt

We estimate that our net proceeds from the offeniiligoe approximately $891.4 million after
deducting the underwriting discounts and estimafésting expenses payable by us. We intend to
use the estimated net proceeds from this offennuply a portion of the Acquisition Consideration.
See "Use of Proceeds" in this prospectus supplet

The Notes are to be issued in denominations ofd2gd any multiple of $1,000 in excess ther

The Senior Indenture (as defined in the sectioitledit'Description of the Notes" in this prospectus
supplement) contains negative covenants that dpplg; however, the limitation on liens and the
limitation on consolidation, merger and sale okeéssontain important exceptions. See "Descriptio
of the Debt Securities—Limitations upon Liens" drdConsolidation, Merger and Sale of Assets"
in the accompanying prospectus. The Senior Inderglso contains covenants that apply to the
Subsidiary Guarantor. See "Description of the Net8sibsidiary Guarantee" in this prospectus
supplement

See "Risk Factors" in this prospectus supplemedittae other information included in or
incorporated by reference in this prospectus suppte and the accompanying prospectus for a
discussion of factors you should carefully consiogfiore deciding to invest in the Not:
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RISK FACTORS

An investment in the Notes involves certain risks. In considering whether to purchase the Notes, you should carefully consider the risks
described below and all of the information contained in or incorporated by reference in this prospectus supplement and the accompanying
prospectus, including but not limited to, our Annual Report on Form 10-K for the year ended December 31, 2011 and our Quarterly Report on
Form 10-Q for the quarter ended September 30, 2012 and other information that may be incorporated by reference in this prospectus
supplement and the accompanying prospectus after the date hereof. Our business, financial condition, results of operations and prospects could
be materially adversely affected by any of these risks.

Risks Related to the Cuprum Acquisition

We may not complete the acquisition of Cuprum withthe time frame we anticipate or at all, which clouhave a negative effect on our
business or our results of operations.

On October 5, 2012, we signed the SPA undiéch we have agreed to launch the Offer for upG0% of the shares of Cuprum. The
Cuprum acquisition is subject to a number of clgsionditions, including, but not limited to, theeipt of SP Approval and the meeting of the
Governmental Resolution Condition, which may notdxeeived or may take longer than we expect. Theiaition is subject to other risks and
uncertainties, such as the possibility that Cupconid receive an unsolicited proposal from a tipiagty or that either Principal Financial
Services or the Sellers could exercise their rasmetermination rights. Failure to complete thguaisition would, and any delay in completing
the acquisition could, prevent us from realizing benefits that we expect from the Cuprum acquisitif the acquisition is not consummated
in accordance with the SPA on or prior to Noventi&r2013, or, prior to such date, the SPA is teateid, we must redeem the notes in
accordance with the provisions of the indenture. 'S¥escription of the Notes—Special Mandatory Regpligon” in this prospectus supplement.

If we successfully acquire Cuprum, the acquired lisss may underperform relative to our expectatio

If the Cuprum acquisition is consummatedp@m may underperform, causing our financial nssal differ from our own or the
investment community's expectations. The succetisedgdcquisition will depend, in part, on our apitio successfully integrate, operate and
manage the future growth of Cuprum. It is possibé Cuprum may be adversely affected by regulatmoiitical, economic, business or
competitive factors before or after the closindhaf acquisition. Such a change could prevent us femlizing the benefits that we expect from
the acquisition.

Our increased debt obligations as a result of tbi§ering could have negative consequences.

After giving effect to this offering, as 8&ptember 30, 2012, our as adjusted long-termwiebid have been $3,080.0 million (not
including debt of Cuprum). Our increased debt d@ilins could have negative consequences, including:

. Making us more vulnerable to general adverse ecanand industry conditions;

. Requiring us to dedicate increased cash flow frperations to the payment of principal and inteoesbur debt, thereby
reducing the funds we have available for other pses;

. Reducing our ability to execute on our strategy mattlicing our flexibility in planning for or reant to changes in our business
and market conditions; and

. Limiting our access to capital markets such #utitional capital may not be available or mayydsé available on unfavorable
terms.
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We may not realize the expected benefits of the @uapacquisition.

The success of the Cuprum acquisition wifart depend on our ability to successfully ingtg and operate Cuprum in conjunction with
our existing businesses. The process of assumimgatof, integrating and operating Cuprum may bmplex, costly and timeensuming. Th
potential difficulties of integrating and assumuuntrol of the operations of Cuprum include, amotiters:

. Implementing our business plan for our complemegmaisinesses;

. Unanticipated issues in integrating logistics, infation, communications and other systems;
. Retaining key employees of Cuprum;

. Changes in applicable laws and regulations oditmns imposed by regulators;

. Operating risks inherent in Cuprum's business;

. Retaining and growing Cuprum's customers; and

. Realizing revenue and expense synergies.

In addition, we expect to continue to insignificant costs in connection with the Cuprumasition and the related operation of the
Cuprum business. The Cuprum acquisition may algertlour or Cuprum's management's attention frdmrdbusiness concerns, which could
have a negative effect on either our or Cuprumsinass, results of operations and financial coowliti

The obligations and liabilities of Cuprum, some which may be unanticipated or unknown, may be greathan we have anticipated, whic
may diminish the value of Cuprum to us.

Cuprum'’s obligations and liabilities, soafevhich may not have been disclosed to us or nuaya reflected or reserved for in Cuprum's
historical financial statements, may be greaten tha have anticipated. The obligations and ligbsibf Cuprum could have a material adverse
effect on Cuprum'’s business or Cuprum's value tr @ our business, financial condition or resaftsperations. We have only limited
indemnification from the Sellers under the SPA wéhpect to obligations or liabilities of Cuprumhether known or unknown.

The acquisition of Cuprum increases our exposure@ile and our overall exposure to international epations.

The growth and profitability of Cuprum depleon the level of economic activity in Chile. TBailean economy has been influenced, to
varying degrees, by economic conditions in otheergimg market countries, including China. Econoonunditions in Chile and other emerg
market countries could have an adverse effect gruu's and our business, results of operationdiaadcial condition. In addition, the
acquisition of Cuprum will increase our overall egpre to risks related to international operati@ee "—Risks Related to Our BusinesSur
international businesses face political, legal,rapenal and other risks that could reduce ouritabflity in those businesses.”

There can be no assurance that the Chéleamomy will continue to grow in the future or tffiatiire developments in or affecting the
Chilean economy will not have a material adversecton Cuprum's business, results of operatiorimancial condition; nor can we assure
you that future developments in or affecting thél&&m economy will not impair our ability to proakwith our business plan or have a matt
adverse effect on us. Cuprum is also subject tgpeehensive regulation and supervision from goventaleuthorities in Chile. New
interpretations of existing laws and regulationsharadoption of new laws and regulations may h@wprum's business and reduce its
profitability.
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The Cuprum acquisition will increase oupesure to fluctuations in Chilean currency exchamages, which affects the translation of local
operating results into our consolidated finandiatesments and could reduce our profitability. SedRlisks Related to Our Business—
Fluctuations in foreign currency exchange ratedccoeduce our profitability."”

Risks Related to Our Business

Adverse capital and credit market conditions magrsficantly affect our ability to meet liquidity neds, as well as our access to capital
cost of capital.

Since mid-2007, the capital and credit regglhave been experiencing extreme volatility, tlaggy and disruption. Our results of
operations, financial condition, cash flows andugtary capital position could be materially advédysafected by continued volatility,
uncertainty and disruption in the capital and dredhrkets.

We maintain a level of cash and securitibich, combined with expected cash inflows fromestiments and operations, is believed
adequate to meet anticipated short-term and lomg-enefit and expense payment obligations. Howeviéndrawal and surrender levels may
differ from anticipated levels for a variety of sgas, such as changes in economic conditions migelsan our claims paying ability and
financial strength ratings. For additional inforiatregarding our exposure to interest rate rigk tiie impact of a downgrade in our financial
strength ratings, see "—Changes in interest ratesedit spreads may adversely affect our restltgperations, financial condition and
liquidity, and our net income can vary from periodperiod" and "—A downgrade in our financial strength or creditngs may increase poli
surrenders and withdrawals, reduce new sales amihtete relationships with distributors, impactstixig liabilities and increase our cost of
capital, any of which could adversely affect ousfjiability and financial condition" under this "84 Factors" section. In the event our current
internal sources of liquidity do not satisfy oueds, we may have to seek additional financing emsiich case, we may not be able to
successfully obtain additional financing on favdeaterms, or at all. The availability of additiorfadancing will depend on a variety of factors
such as market conditions, the general availakilityredit, the volume of trading activities, theecall availability of credit to the financial
services industry, our credit ratings and creditacity, as well as customers' or lenders' percemf@ur long- or shorterm financial prospec
Similarly, our access to funds may be impaire@gulatory authorities or rating agencies take negaictions against us.

Disruptions, uncertainty or volatility ihe capital and credit markets may limit our ac¢essapital required to operate our business, mos
significantly our insurance operations. Such madeetditions may limit our ability to replace, inimely manner, maturing liabilities; satisfy
statutory capital requirements; fund redemptioruests on insurance or other financial productsege fee income and market-related
revenue to meet liquidity needs and access théatagicessary to grow our business. As such, webadgrced to delay raising capital, issue
shorter tenor securities than we prefer, utilizailable internal resources or bear an unattracigt of capital, which could decrease our
profitability and significantly reduce our finantféexibility and liquidity.

For further discussion on liquidity risk neement, see "Management's Discussion and Analf/Bisiancial Condition and Results of
Operations—Liquidity and Capital Resources" in Qurarterly Report on Form 10-Q for the quarter enSlegtember 30, 2012 incorporated by
reference herein.

Continued difficult conditions in the global capitanarkets and the economy generally may materiahd adversely affect our business and
results of operations.

Our results of operations are materialfg@td by conditions in the global capital marlaats the economy generally, both in the U.S.
elsewhere around the world. Recently, concerns theslow economic recovery, the level of U.S.aradl debt and structural deficits, the
European sovereign
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debt crisis, the U.S. mortgage market, inflatiorels, energy costs and geopolitical issues haveibated to increased volatility and
diminished expectations for the economy and the&ketargoing forward. These factors, combined witlatie oil prices, reduced business and
consumer confidence and continued high unemploynhene negatively impacted the U.S. economy. liytithe concerns on the part of
market participants were focused on the subprirgeset of the mortgage-backed securities market.d¥ew these concerns expanded to
include a broad range of mortgage- and asset-bak@dther fixed income securities, including theged investment grade, the U.S. and
international credit and interbank money markegsiggally, and a wide range of financial institudiand markets, asset classes and sectors.
Although liquidity has improved, the market fordokincome instruments has continued to experiemice price volatility, credit downgrade
events and elevated probabilities of default. Gigets under management and revenues may decbnehrcircumstances and our profit
margins could erode. In addition, in the eventxifame prolonged market events, such as the glbdit crisis, we could incur significant
losses. Even in the absence of a market downturrgre exposed to substantial risk of loss due tieb&olatility.

Factors such as consumer spending, busimesstment, government spending, the volatilitg atrength of the capital markets, investor
and consumer confidence and inflation levels d#cfthe business and economic environment andjatkly, the amount and profitability of
our business. In an economic downturn charactebyduigher unemployment, lower family income, lowerporate earnings, lower business
investment, negative investor sentiment and loweasumer spending, the demand for our financialiasrance products could be adversely
affected. In addition, we may experience an elalateidence of claims and lapses or surrenderglitips. Our policyholders may choose to
defer paying insurance premiums or stop payingrarsze premiums altogether. In addition, reductioresmployment levels of our existing
employer customers may result in a reduction in trenship levels and premium income for our speciadiyefits products. Participants within
the retirement plans for which we provide admisite services may elect to reduce or stop theirgiedeferrals to these plans, which would
reduce assets under management and revenues.itiordeductions in employment levels may resulaiidecline in employee deposits into
retirement plans. Adverse changes in the economlgd@ifect net income negatively and could haveatemial adverse effect on our business,
results of operations and financial condition.

Continued volatility or further declines in the ediy markets could reduce our assets under managet@r may result in investors
withdrawing from the markets or decreasing theirtess of investment, all of which could reduce ouvenues and net income.

Domestic and international equity markegsegienced severe declines and heightened vojatilif008 and early 2009. Although equity
markets have been recovering, equity values stitlain below the values achieved in 2007. Becawsestrenues of our asset management an
accumulation businesses are, to a large extergdlmsthe value of assets under management, aeétldomestic and global equity markets
will decrease our revenues. Turmoil in these marketild lead investors to withdraw from these migrkaecrease their rates of investment or
refrain from making new investments, which may @@our net income, revenues and assets under nmaeage

For further discussion on equity risk masragnt, see "Quantitative and Qualitative Disclosuxkout Market Risk—Equity Risk" in our
Quarterly Report on Form 10-Q for the quarter enslepgtember 30, 2012 incorporated by referencererei

Changes in interest rates or credit spreads mayexdely affect our results of operations, financiebndition and liquidity, and our net
income can vary from period-to-period.

We are exposed to significant financial aagital markets risk, including changes in interates, credit spreads, equity prices, real estal
values, foreign currency exchange rates, markettilitf, the performance of the economy in genetad, performance of the specific obligors
included in our
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portfolio and other factors outside our controlr@xposure to interest rate risk relates primaalyhe market price and cash flow variability
associated with changes in interest rates. A niseterest rates would increase unrealized lossesii investment portfolio and, if long-term
interest rates rise dramatically within a six t@lve month time period, certain segments of oerilifurance and annuities businesses may be
exposed to disintermediation risk. Disintermediatisk refers to the risk that our policyholdersynsarrender their contracts in a rising inte
rate environment, requiring us to liquidate assetmn unrealized loss position. Due to the longrteature of the liabilities associated with
certain segments of our life insurance businessestained declines in long-term interest rates soudject us to reinvestment risks and
increased hedging costs. In other situations, dleslin interest rates may result in increasingitivation of certain life insurance liabilities,
creating asset and liability duration mismatches.

Our investment portfolio also contains ias# rate sensitive instruments, such as fixednmesecurities, which may be adversely affectec
by changes in interest rates from governmental taoyolicies, domestic and international econoamd political conditions and other fact
beyond our control. A rise in interest rates wanldrease unrealized losses in our investment gartfoffset by our ability to earn higher rates
of return on funds reinvested. Conversely, a dedlninterest rates would decrease the net uneshlass position of our investment portfolio,
offset by lower rates of return on funds reinvesfdthough we take measures to manage the ecomiskiof investing in a changing interest
rate environment, we may not be able to mitigat¢einierest rate risk of our assets relative toliabilities.

Our exposure to credit spreads primarilsgtes to market price variability and reinvestmisit associated with changes in credit spreads
A widening of credit spreads would increase unredlilosses in our investment portfolio, would isse losses associated with credit-based
derivatives we have sold that do not qualify orédhaet been designated for hedge accounting whegesawame credit exposure and, if issuer
credit spreads increase as a result of fundamerrgdit deterioration, would likely result in highether-than-temporary impairments. Credit
spread tightening will reduce net investment incassociated with new purchases of fixed maturitedit spread tightening may also cause
an increase in the reported value of certain ligdsl that are valued using a discount rate thégats our own credit spread. In addition, market
volatility may make it difficult to value certairf our securities if trading becomes less frequAatsuch, valuations may include assumptiot
estimates that may have significant period-to-gkdioanges from market volatility, which could havmaterial adverse effect on our results o
operations or financial condition. Continuing ckalfjes include continued weakness in the U.S. mnatidd@nd commercial real estate market
and increased mortgage delinquencies, investoegnaver the U.S. economy, rating agency downgratigarious structured products and
financial issuers, unresolved issues with structimgestment vehicles and monolines, deleveragirigpancial institutions and hedge funds
and a serious dislocation in the inter-bank maikaignificant, continued volatility, changes intérest rates, changes in credit spreads and
defaults, a lack of pricing transparency, markaitiity, declines in equity prices, declines inatibn-adjusted investments and the
strengthening or weakening of foreign currencieareg the U.S. dollar, individually or in tandenoutd continue to have a material adverse
effect on our results of operations, financial dtind or cash flows through realized losses, impaints and changes in unrealized positions.

Our investment portfolio is subject to several risthat may diminish the value of our invested assaehd the investment returns credited to
customers, which could reduce our sales, revenussets under management and net income.

An increase in defaults or write-downs on our fixedaturities portfolio may reduce our profitability.

We are subject to the risk that the issoétke fixed maturities we own will default on peipal and interest payments, particularly if a
major downturn in economic activity occurs. As of
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September 30, 2012, our U.S. investment operatiefts$48.7 billion of fixed maturities, or 76% otal U.S. invested assets, of which
approximately 7.1% were below investment graddutting $596.7 million, or 1.2% of our total fixedaturities which we classified as either
"problem," "potential problem" or "restructured."

Our U.S. fixed maturities portfolio inclusleecurities collateralized by residential and cemuial mortgage loans. As of September 30,
2012, our U.S. investment operations held $4.%ohilbf residential mortgage-backed securities, bicv $3.3 billion are Government National
Mortgage Association, Federal National Mortgageo&sation or Federal Home Loan Mortgage Corporatiass-through securities, and
$3.8 billion of commercial mortgage-backed secesitwhich represent in combination 17% of our tiald maturities portfolio. For
residential mortgage-backed securities, prepayseeeds, changes in mortgage delinquency or recoaty, credit rating changes by rating
agencies, changes in property values underlyindptines and the quality of service provided by seryroviders on securities in our portfolios
could lead to write-downs on these securities.déonmercial mortgage-backed securities, change®itgage delinquency or default rates,
interest rate movements, credit quality and vintaigdne underlying loans, changes in property valuederlying the loans and credit rating
changes by rating agencies could result in writesgoof those securities. See "Management's Dismussid Analysis of Financial Condition
and Results of Operations—Investments—U.S. Investi@perations—Fixed Maturities" in our Quarterlyd®e on Form 109 for the quarte
ended September 30, 2012 incorporated by refetesrein.

As of September 30, 2012, the internatiomagstment operations of our fully consolidatebsdiaries held $3.7 billion of fixed
maturities, or 62%, of total international investssets, of which 17% are government bonds. Somgaoeernment bonds have been rated or
the basis of the issuer's country credit ratingweleer, the ratings relationship between nationthga and global ratings is not linear with the
U.S. The starting point for national ratings diffday country, which makes the assessment of ageditty more difficult. See "Management's
Discussion and Analysis of Financial Condition &webults of Operations—Investmentiiternational Investment Operations” in our Quayl
Report on Form 10-Q for the quarter ended Septe@®e2012 incorporated by reference herein. Aneiase in defaults on our fixed maturities
portfolio could harm our financial strength anduee our profitability.

An increased rate of delinquency and defaults onr@mommercial mortgage loans, especially those vathortizing balloon payment:
may adversely affect our profitability.

Our commercial mortgage loan portfolio mbeth delinquency and default risk. Commercialtgege loans of $9.9 billion represented
14% of our total invested assets as of Septemhe&2@I®. As of September 30, 2012, there were rrsltizat were in the process of
foreclosure. The performance of our commercial gagge loan investments, however, may fluctuateérfukure. An increase in the
delinquency rate of, and defaults under, our consiabemortgage loan portfolio could harm our final@trength and decrease our profitabi

As of September 30, 2012, approximatelyt $8lion, or 84%, of our commercial mortgage lo&edore valuation allowance had
amortizing balloon payment maturities. A balloontanily is a loan with larger dollar amounts of pagmts becoming due in the later years of
the loan. The default rate on commercial mortgages with balloon payment maturities has histoida¢en higher than for commercial
mortgage loans with standard repayment schedulese &ost of the principal is repaid at maturitye amount of loss on a default is generally
greater than on other commercial mortgage loansnémease in defaults on such loans as a restiftedfioregoing factors could harm our
financial strength and decrease our profitability.
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We may have difficulty selling our privately placdiked maturities, commercial mortgage loans ancatestate investments because
they are less liquid than our publicly traded fixedaturities.

We hold certain investments that may lagiitlity, such as privately placed fixed maturitieemmercial mortgage loans and real estate
investments. These asset classes represented mpaiely 38% of the value of our invested assetsf &eptember 30, 2012.

If we require significant amounts of cashshort notice, we may have difficulty selling taésvestments in a timely manner, be forced tc
sell them for less than we otherwise would haventzd®e to realize or both. The reported value ofrelatively illiquid types of investments,
our investments in the asset classes describecabal; at times, our high quality, generally ligagbet classes, do not necessarily reflect the
lowest possible price for the asset. If we wereddrto sell certain of our assets in the currenmkatathere can be no assurance that we will be
able to sell them for the prices at which we hamrded them and we may be forced to sell thergaifisantly lower prices.

The impairment of other financial institutions codl adversely affect us.

We use derivative instruments to hedgeousrrisks we face in our businesses. See "Quawsitanhd Qualitative Disclosures About
Market Risk" in our Quarterly Report on Form 10-@) fhe quarter ended September 30, 2012 incorpgblateeference herein. We enter into a
variety of derivative instruments, including intsreate swaps, interest rate collars, swaptiorigrds, currency swaps, currency forwards, c
default swaps, options and total return swaps, aitlumber of counterparties in the financial s@wimdustry, including brokers and dealers,
commercial banks, investment banks and other imexst funds and other institutions. For transactishere we are in-the-money, we are
exposed to credit risk in the event of default of counterparty. We establish collateral agreemeittsnominal thresholds for a large majority
of our counterparties to limit our exposure. Howewair credit risk may be exacerbated when theataril held by us cannot be realized or is
liquidated at prices not sufficient to recover thik amount of the loan or derivative exposure. Mfiggard to our derivative exposure, we have
over-collateralization requirements on the portidrcollateral we hold, based on the risk profileted assets posted as collateral. We also hav
exposure to these financial institutions in therfaf unsecured debt instruments and equity invesisn&uch losses or impairments to the
carrying value of these assets may materially aivéigely affect our business and results of opmrati

Our requirements to post collateral or make paymen¢lated to declines in market value of specifiessets may adversely affect our
liquidity and expose us to counterparty credit risk

Many of our derivative transactions withdncial and other institutions specify the circianses under which the parties are required to
post collateral. The amount of collateral we maydmired to post under these agreements may sergader certain circumstances, which
could adversely affect our liquidity. In additiaamder the terms of some of our transactions we lbeaequired to make payment to our
counterparties related to any decline in the mar&kte of the specified assets. Such payments d@ud an adverse effect on our liquidity.
Furthermore, with respect to any such paymentsyilvdnave unsecured risk to the counterparty aser@mounts are not required to be
segregated from the counterparty's other fundsnetréeld in a third-party custodial account, areraot required to be paid to us by the
counterparty until the termination of the transati

Environmental liability exposure may result from ewwcommercial mortgage loan portfolio and real estaihvestments.
Liability under environmental protectiomigresulting from our commercial mortgage loan fodid and real estate investments may harr
our financial strength and reduce our profitabilliinder the laws of several states, contaminatf@aproperty may give rise to a lien on the

property to
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secure recovery of the costs of cleanup. In soatestthis kind of lien has priority over the lighhan existing mortgage against the property,
which would impair our ability to foreclose on thabperty should the related loan be in defauladdition, under the laws of some states and
under the federal Comprehensive Environmental RespdCompensation and Liability Act of 1980, we rayliable for costs of addressing
releases or threatened releases of hazardous stéssthat require remedy at a property securingrégage loan held by us, if our agents or
employees have become sufficiently involved inttheardous waste aspects of the operations of ldtedeobligor on that loan, regardless of
whether or not the environmental damage or threat @aused by the obligor. We also may face thiditiaafter foreclosing on a property
securing a mortgage loan held by us. This may lmmifinancial strength and decrease our profitghili

Regional concentration of our commercial mortgagaain portfolio in California may subject us to econoc downturns or losses
attributable to earthquakes in that state.

Commercial mortgage lending in the stat€alifornia accounted for 19%, or $1.9 billion,@mfr commercial mortgage loan portfolio as
September 30, 2012. Due to this concentration ofraercial mortgage loans in California, we are erpd® potential losses resulting from the
risk of an economic downturn in California as wasdlto catastrophes, such as earthquakes, thatffeatthe region. While we generally do 1
require earthquake insurance for properties on lwivie make commercial mortgage loans, we do takeaotount property specific
engineering reports, construction type and geogcapboncentration by fault lines in our investmantlerwriting guidelines. If economic
conditions in California do not improve or continieedeteriorate or catastrophes occur, we maysrfuture experience delinquencies or
defaults on the portion of our commercial mortghga portfolio located in California, which may haour financial strength and reduce our
profitability.

Our valuation of fixed maturities, equity securitseand derivatives may include methodologies, estiores and assumptions which are
subject to differing interpretations and could relun changes to investment valuations that may mdally adversely affect our results «
operations or financial condition.

Fixed maturities, equity securities anddives reported at fair value on our consolidatedements of financial position represented th
majority of our total cash and invested assets.f@ilnezalue hierarchy prioritizes the inputs towation techniques used to measure fair value
into three levels. The level in the fair value hiehy is based on the priority of the inputs toréepective valuation technique. The fair value
hierarchy gives the highest priority to quoted @siin active markets for identical assets or liabd (Level 1) and the lowest priority to
unobservable inputs (Level 3). An asset or ligpgiclassification within the fair value hierarcisybased on the lowest level of significant inpu
to its valuation.

. Level 1: Fair values are based on unadjusteteguarices in active markets for identical assetgbilities.

. Level 2: Fair values are based on inputs other thented prices within Level 1 that are observabtalie asset or liability, eith
directly or indirectly.

. Level 3: Fair values are based on at least onéfisignt unobservable input for the asset or lidili

Excluding separate account assets, aspie®ber 30, 2012, 1%, 98% and 1% of our net aasetdiabilities reported at fair value
represented Level 1, Level 2 and Level 3, respelstivOur Level 1 assets and liabilities primaritgiude exchange traded equity securities,
mutual funds and U.S. Treasury bonds. Our Leveds2ts and liabilities primarily include fixed matigs (including public and private bonds),
equity securities, over-the-counter derivatives athr investments for which public quotations moeavailable but that are priced by third-
party pricing services or internal models usingssabtially all observable inputs. Our Level 3 assetd liabilities include certain fixed
maturities,
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private equity securities, commercial mortgage lmaestments and obligations of consolidated végiatterest entities for which the fair val
option was elected, complex derivatives and emba:déeivatives. Level 3 securities contain at lees significant unobservable market input
and as a result considerable judgment may be nsgetérmining the fair values. These fair valuesgemerally obtained through the use of
valuation models or methodologies using at leastsignificant unobservable input or broker quolRreces provided by independent pricing
services or independent broker quotes that areingbe determination of fair value can vary fquaaticular security.

For additional information on our valuatiorethodology, see "Financial Statements, Notesotts@lidated Financial Statements, Note 9,
Fair Value Measurements" in our Quarterly ReporForm 10-Q for the quarter ended September 30, RB@t2porated by reference herein.

During periods of market disruption inchagiperiods of significantly rising or high intereates, rapidly widening credit spreads or
illiquidity, it may be difficult to value certainf@ur securities, for example collateralized moggabligations and collateralized debt
obligations, if trading becomes less frequent anaharket data becomes less observable. There megrtzn asset classes that were in active
markets with significant observable data that bexdhquid due to the current financial environmelnt such cases, more securities may fall tc
Level 3 and thus require more subjectivity and ngemaent judgment. As such, valuations may incluget® and assumptions that are less
observable or require greater estimation as welbhsation methods that require greater estimatidngh could result in values that are
different from the value at which the investmentsyrbe ultimately sold. Further, rapidly changingdit and equity market conditions could
materially impact the valuation of securities gsomted within our consolidated financial statemeartd the period-to-period changes in value
could vary significantly. Decreases in value mayeha material adverse effect on our results ofatpers or financial condition.

The determination of the amount of allowances amdpairments taken on our investments requires estiimas and assumptions which are
subject to differing interpretations and could matelly impact our results of operations or financigosition.

The determination of the amount of allowesiand impairments vary by investment type an@seth upon our periodic evaluation and
assessment of known and inherent risks associdtedhe respective asset class. Such evaluatiothsissessments are revised as conditions
change and new information becomes available. Ttemebe no assurance that our management has etgassessed the level of
impairments taken and allowances reflected in mamitial statements. Furthermore, additional impairts may need to be taken or allowa
provided for in the future. Historical trends magt be indicative of future impairments or allowas.ce

Additionally, our management considers deniange of factors about the instrument issuemaed their best judgment in evaluating the
cause of the decline in the estimated fair valudefinstrument and in assessing the prospectedorery. Inherent in management's
evaluation of the security are assumptions andhestis about the operations of the issuer andtitsefearnings potential. For further
information regarding our impairment methodologge $Management's Discussion and Analysis of Firsu@dndition and Results of
Operations—Investments—U.S. Investment OperationgeeRMaturities." in our Quarterly Report on For@+@ for the quarter ended
September 30, 2012 incorporated by reference herein

Gross unrealized losses may be realized or resuftiture impairments, resulting in a reduction inw net income.

Fixed maturities that are classified aslab#&e-for-sale ("AFS") are reported on the condaled statements of financial position at fair
value. Unrealized gains or losses on AFS secuidtiesecognized as a component of equity and laeesfore, excluded from net income. Our
u.Ss.
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investment operations held gross unrealized lossésxed maturities of $1.0 billion pre-tax as af@ember 30, 2012, and the component of
gross unrealized losses for securities trading d@®%b or more for over six months was approxima$€ly8 billion pre-tax. The accumulated
change in fair value of the AFS securities is retpgd in net income when the gain or loss is redliapon the sale of the asset or in the event
that the decline in fair value is determined toob®er than temporary (referred to as an other-tearporary impairment). Realized losses or
impairments may have a material adverse impactuomet income in a particular quarterly or annueziqu.

Competition from companies that may have greaterdincial resources, broader arrays of products, hagtratings and stronger financial
performance may impair our ability to retain exisijj customers, attract new customers and maintairr puofitability.

We believe that our ability to compete @séd on a number of factors including scale, seyyimduct features, price, investment
performance, commission structure, distributionacdty, financial strength ratings and name recagmitWe compete with a large number of
financial services companies such as banks, mfitndk, broker-dealers, insurers and asset managars;, of which have advantages over us
in one or more of the above competitive factors.

Each of our segments faces strong competifihe primary competitors for our Retirement &meestor Services and Principal Global
Investors segments are asset managers, banksr-oedders and insurers. Our ability to increaseratain assets under management is direct
related to the performance of our investments aasored against market averages and the perfornosdioce competitors. Even when
securities prices are generally rising, performasaebe affected by investment styles. Also, tieeerisk that we may not be able to attract
retain the top talent needed to compete in ourstrgiu

Competition for our Principal Internatiorsgigment comes primarily from local financial sees firms and other international companies
operating on a stand-alone basis or in partnessttiplocal firms.

Our U.S. Insurance Solutions segment coaspetth insurers.

National banks, with their large existingstomer bases, may increasingly compete with ims@®a result of court rulings allowing
national banks to sell annuity products in someutitstances, and as a result of legislation remadagictions on bank affiliations with
insurers. Specifically, the Gramm-LeaBliley Act of 1999 permits mergers that combine coencial banks, insurers and securities firms u
one holding company. These developments may inere@®petition, in particular for our asset managgrad accumulation businesses, by
substantially increasing the number, size and fir@strength of potential competitors who may bkedo offer, due to economies of scale,
more competitive pricing than we can.

In response to current market conditions,.S. and foreign governments in the marketsemeeshave taken actions, including but not
limited to, direct government control or investmentertain entities. We may find that these actioreate, among other things, unforeseen
competitive advantages for our competitors duexpdieit or implied support from the government.

A downgrade in our financial strength or credit ratgs may increase policy surrenders and withdrawalsduce new sales and termine
relationships with distributors, impact existingdbilities and increase our cost of capital, anywhich could adversely affect our profitabili
and financial condition.

A.M. Best, Fitch, Moody's Investors Serg@nd Standard & Poor's publish financial stremgtings on U.S. life insurance companies
are indicators of an insurance company's abilité®t contractholder and policyholder obligaticFisese rating agencies also assign credit
ratings on non-life insurance entities, such asdfval and Principal Financial Services. Crediingd are indicators of a
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debt issuer's ability to meet the terms of debigaltions in a timely manner, and are importantdectn overall funding profile and ability to
access external capital.

Ratings are important factors in estabtigithe competitive position of insurance compaaig$ maintaining public confidence in prodt
being offered. A ratings downgrade, or the potéftiasuch a downgrade, could, among other things:

. materially increase the number of surrenders flaorad portion of the net cash values by the owoépolicies, contracts and
general account guaranteed investment contract€é'BGwe have issued, and materially increase thmber of withdrawals by
policyholders of cash values from their policies;

. result in the termination of our relationships whttoker dealers, banks, agents, wholesalers armd distributors of our products
and services;

. reduce new sales, particularly with respect to gadrazcount GICs and funding agreements purchageesion plans and ott
institutions;
. cause some of our existing liabilities to bejeabto acceleration, additional collateral suppoininges in terms, or creation of

additional financial obligations and

. increase our cost of capital and limit our acceghé¢ capital markets.
Any of these consequences could adverdtdgtaour profitability and financial condition.
Our efforts to reduce the impact of interest rateanges on our profitability and retained earningsay not be effective.

We attempt to significantly reduce the iripaf changes in interest rates on the profitabdind retained earnings of our asset
accumulation and insurance operations. We accomitiis reduction primarily by managing the duratadrour assets relative to the duratiol
our liabilities. During a period of rising interasites, policy surrenders, withdrawals and requestgolicy loans may increase as customers
seek to achieve higher returns. Despite our efforteduce the impact of rising interest ratesnvag be required to sell assets to raise the cas
necessary to respond to such surrenders, withdsaamal loans, thereby realizing capital losses erafisets sold. Because volatile interest rate
and credit spreads often make it more difficulséédl certain fixed income securities, there is astsk that we will find it difficult to raise the
cash necessary to fund a very large amount of wathal activity. An increase in policy surrendersl avithdrawals may also require us to
accelerate amortization of DPAC relating to thesetracts, which would further reduce our profitail

During periods of declining interest rategirowers may prepay or redeem mortgages and libatleve own, which would force us to
reinvest the proceeds at lower interest ratesséore of our products, such as GICs and fundingeaggats, we are unable to lower the rate wi
credit to customers in response to the lower rettgwill earn on our investments. In addition, éyrbe more difficult for us to maintain our
desired spread between the investment income vneaalrthe interest we credit to our customers dypiriods of declining interest rates,
thereby reducing our profitability. Interest ratee currently at historically low levels. Intereates have remained low over a sustained perio
of time, putting additional pressure on our spre&dsnarily as a result of lower interest rates,hae an unlocking of DPAC and other actue
balances in the third quarter of 2012 that decikast income by $96.7 million and continued lowgerest rates could potentially result in
increases in reserves.

For further discussion on interest ratk nmnagement, see "Quantitative and Qualitativelbssires About Market Risk—Interest Rate
Risk" in our Quarterly Report on Form 10-Q for thearter ended September 30, 2012 incorporatedfeseree herein.
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If we are unable to attract and retain sales repeesatives and develop new distribution sourcesgsadf our products and services may
reduced.

We distribute our asset accumulation, assetagement and life and specialty benefit insuwggmoducts and services through a variety of
distribution channels, including our own internales representatives, independent brokers, bardsetbdealers and other third-party
marketing organizations. We must attract and retalas representatives to sell our products. Stcongpetition exists among financial servi
companies for efficient sales representatives. @epete with other financial services companiesdes representatives primarily on the k
of our financial position, support services and pensation and product features. If we are unabddttact and retain sufficient sales
representatives to sell our products, our abitgampete and revenues from new sales would suffer.

Our international businesses face political, legalperational and other risks that could reduce oprofitability in those businesses.

Our international businesses are subjecbtoprehensive regulation and supervision fromraéand/or local governmental authorities in
each country in which we operate. New interpretetiof existing laws and regulations or the adoptibnew laws and regulations may harm
our international businesses and reduce our pbdftiain those businesses. For example, Mexicaislation requires that all employees
contribute to a mandatory pension fund. When ergssydo not select a pension provider ("AFORE") #@ire assigned to an AFORE by the
Mexican regulator. Numerous AFOREsS, including FpatAFORE, have been assigned such customersMEx&an regulator re-assigns
these customers based on various investment aritérand to the extent, existing customers aassigned, it would have a negative impact ot
our revenues and earnings.

Our international businesses face politiesgal, operational and other risks that we dofact in our operations in the U.S. We face the
risk of discriminatory regulation, nationalization expropriation of assets, price controls and arge controls or other restrictions that pre’
us from transferring funds from these operationtsobthe countries in which they operate or coringrtocal currencies we hold into U.S.
dollars or other currencies. Some of our intermatiddusinesses are, and are likely to continuetarbemerging or potentially volatile markets.
In addition, we rely on local staff, including ldeales forces, in these countries where thereiskahat we may encounter labor problems
local staff, especially in countries where workassociations and trade unions are strong. If asiniess model, including in some cases a joir
venture model, is not successful in a particulamty, we may lose all or most of our investmenthiat country.

We may face losses if our actual experience diffsignificantly from our pricing and reserving assuptions.

Our profitability depends significantly upthe extent to which our actual experience is isbeist with the assumptions used in setting
prices for our products and establishing liab#tfer future insurance and annuity policy benedfitd claims. The premiums that we charge an
the liabilities that we hold for future policy bdite are based on assumptions reflecting a numbfctors, including the amount of premiums
that we will receive in the future, rate of retunm assets we purchase with premiums received, geghetaims, mortality, morbidity, expenses
and persistency, which is the measurement of theeptage of insurance policies remaining in foroenfyear to year. However, due to the
nature of the underlying risks and the high degfagncertainty associated with the determinatiothefliabilities for unpaid policy benefits &
claims, we cannot determine precisely the amouetsvill ultimately pay to settle these liabilitiess a result, we may experience volatility in
the level of our profitability and our reservesrfr@eriod-to-period, particularly for our health astidability insurance products. To the extent
that actual experience is less favorable than ndetlying assumptions, we could be required toeiase our liabilities, which may harm our
financial strength and reduce our profitability.
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For example, if mortality rates are higtiean our pricing assumptions, we will be requiredniake greater claims payments on our life
insurance policies than we had projected. Howetés risk may be partially offset by our payout aity business, where an increase in
mortality rates will result in a decrease in bengfiyments, and our use of third party reinsura@ce.results of operations may also be
adversely impacted by an increase in morbiditystate

Our results of operations may also be ashhgrimpacted if our actual investment earningfediirom our pricing and reserve assumptions
Changes in economic conditions may lead to chaimgesrket interest rates or changes in our investrsigategies, either of which could ca
our actual investment earnings to differ from oricipg and reserve assumptions.

For additional information on our insurameserves, see "Management's Discussion and Asalf/giinancial Condition and Results of
Operations—Critical Accounting Policies and Estiesat-Insurance Reserves" in our Annual Report on Hd+K for the year ended
December 31, 2011 incorporated by reference herein.

Our ability to pay stockholder dividends and meetr @bligations may be constrained by the limitati®ion dividends lowa insurance laws
impose on Principal Life.

We are an insurance holding company wheseta include all of the outstanding shares o€tlremon stock of Principal Life and other
subsidiaries. Our ability to pay dividends to otackholders and meet our obligations, includingipgyperating expenses and any debt
service, depends upon the receipt of dividends fPoimcipal Life. lowa insurance laws impose limibais on the ability of Principal Life to pay
dividends to us. Any inability of Principal Life fmay dividends to us in the future may cause usetanable to pay dividends to our
stockholders and meet our other obligations. Seanddement's Discussion and Analysis of Financiald@imn and Results of Operations—
Liquidity and Capital Resources" in our Quarterlyd@rt on Form 10-Q for the quarter ended Septe@®e?012 incorporated by reference
herein for a discussion of regulatory restrictionsPrincipal Life's ability to pay us dividends.

The pattern of amortizing our DPAC and other actual balances on our universal liféype insurance contracts, participating life insunae
policies and certain investment contracts may chanpgnpacting both the level of the DPAC and othataarial balances and the timing ¢
our net income.

Amortization of the DPAC asset and othduadal balances depends on the actual and exppuotfits generated by the lines of business
that incurred the expenses. Expected profits goernient on assumptions regarding a number of &agtoluding investment returns, benefit
payments, expenses, mortality and policy lapse.tDilee uncertainty associated with establishirgé¢hassumptions, we cannot, with
precision, determine the exact pattern of profiesgence. As a result, amortization of DPAC and roftetuarial balances will vary from period-
to-period. To the extent that actual experiencergeweless favorably than expected, or our expectdtir future profits decreases, the DPAC
asset and other actuarial balances may be redramhding our profitability in the current period.

For additional information, see "Managertebiscussion and Analysis of Financial Conditiowl &esults of Operations—Critical
Accounting Policies and Estimates—Deferred Policgéisition Costs and Other Actuarial Balances"un Quarterly Report on Form XQ-for
the quarter ended September 30, 2012 incorporateefrence herein.

We may need to fund deficiencies in our Closed Bla@ssets.

In connection with its conversion in 1988&ia stock life insurance company, Principal lagtablished an accounting mechanism, knowt
as a "Closed Block" for the benefit of participgtiordinary life insurance policies that had a divid scale in force on July 1, 1998. Dividend
scales are the actuarial formulas used by liferarszte companies to determine amounts payable @edis on
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participating policies based on experience faateliaing to, among other things, investment resufisrtality, lapse rates, expenses, premium
taxes and policy loan interest and utilization safehe Closed Block was designed to provide redsersssurance to policyholders included in
the Closed Block that, after the conversion, assetdd be available to maintain the aggregate enaiscales in effect for 1997 if the
experience underlying such scales were to continue.

We allocated assets to the Closed Bloakf dsily 1, 1998, in an amount such that we expettteil cash flows, together with anticipated
revenues from the policies in the Closed Blockyeasufficient to support the Closed Block businesduding payment of claims, certain dir
expenses, charges and taxes and to provide faotiteiuation of aggregate dividend scales in acoed with the 1997 policy dividend scales
if the experience underlying such scales continaad,to allow for appropriate adjustments in surdies if the experience changed. We bear
the costs of administrative expenses associatéd@litsed Block policies and, accordingly, thesaxagere not funded as part of the assets
allocated to the Closed Block. Any increase in stmsts in the future will be borne by us. As of egber 30, 2012, Closed Block assets and
liabilities were $4,478.3 million and $5,153.2 riaili, respectively.

We will continue to pay guaranteed benefitder the policies included in the Closed Blookaécordance with their terms. The Closed
Block assets, cash flows generated by the ClosedkBissets and anticipated revenues from polinidaded in the Closed Block may not be
sufficient to provide for the benefits guaranteeder these policies. If they are not sufficient, weast fund the shortfall. Even if they are
sufficient, we may choose for business reasonafpart dividend payments on policies in the CloB&xtk with our general account funds.

The Closed Block assets, cash flows geeéiay the Closed Block assets and anticipated tesefiom policies in the Closed Block will
benefit only the holders of those policies. In éiddi, to the extent that these amounts are gréaderthe amounts estimated at the time we
funded the Closed Block, dividends payable in respé&the policies included in the Closed Block niegygreater than they would have been ir
the absence of a Closed Block. Any excess net iroweith be available for distribution over time tdaSed Block policyholders but will not be
available to our stockholders or holders of theasot

A pandemic, terrorist attack or other catastropheéwent could adversely affect our net incon

Our mortality and morbidity experience abbk adversely impacted by a catastrophic everdddlition, a severe catastrophic event may
cause significant volatility in global financial mk&ts, disruptions to commerce and reduced econaatieity. The resulting macroeconomic
conditions could adversely affect our cash floveswall as the value and liquidity of our investesdets. We may also experience operational
disruptions if our employees are unable or unwgllio come to work due to a pandemic or other catplse. We have developed extensive
contingency plans to minimize the risk of operadiodisruptions. In addition, our use of reinsuraregtuces our exposure to adverse mortality
experience. Despite these measures, we may stkpesed to losses in the event of a pandemiaristrattack or other catastrophe.

Our reinsurers could default on their obligationsréncrease their rates, which could adversely impacir net income and profitability.

We cede life and health insurance to oittgurance companies through reinsurance. See "€ialétatements and Supplementary Data,
Notes to Consolidated Financial Statements, NoMaiyre of Operations and Significant Accountindid®s" in our Annual Report o
Form 10-K for the year ended December 31, 201 1rpurated by reference herein. However, we remalvidito the policyholder, even if the
reinsurer defaults on its obligations with resgedhe ceded business. If a reinsurer fails to ritgetbligations, we will be forced to cover the
claims on the reinsured policies. In
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addition, a reinsurer insolvency may cause usge tmur reserve credits on the ceded business,ighwhse we would be required to establish
additional reserves.

The premium rates that we charge are baseart, on the assumption that reinsurance weilabailable at a certain cost. Some of our
reinsurance contracts contain provisions whichtlitme reinsurer's ability to increase rates oroirté business; however, some do not. If a
reinsurer raises the rates that it charges oncklabinforce business, our profitability may be negativielpacted if we are not able to pass
increased costs on to the customer. If reinsuegse the rates that they charge on new businessiayee forced to raise the premiums that w
charge, which could have a negative impact on ompetitive position.

To mitigate the risks associated with tke af reinsurance, we carefully select our reinmsy@nd we monitor their ratings and financial
condition on a regular basis. We also spread osinkas among several reinsurers, in order to dfyeysr risk exposure.

We face risks arising from acquisitions of business

We have engaged in acquisitions of busggssthe past, and expect to continue to do $eerfuture. We face a number of risks arising
from acquisition transactions, including difficel$i in integrating the acquired business into oeraions, difficulties in assimilating and
retaining employees and intermediaries, difficgltie retaining the existing customers of the aagu@ntity, unforeseen liabilities that arise in
connection with the acquired business and unfavermalarket conditions that could negatively impaat growth expectations for the acquired
business. These risks may prevent us from realihiagxpected benefits from acquisitions and coesdlt in the impairment of goodwill
and/or intangible assets recognized at the tinezgfiisition. See "—Risks Related to the Cuprum Agitjon."

For additional information on our goodvahd other intangible assets, see "Management'sifigm and Analysis of Financial Condition
and Results of Operations—Critical Accounting Fekcand Estimates—Goodwill and Other Intangibleessin our Annual Report on
Form 10-K for the year ended December 31, 201 1rpurated by reference herein.

Changes in laws, regulations or accounting standanthay reduce our profitability.
Changes in regulations may reduce our profitability

Our insurance business is subject to congmsive state regulation and supervision througtimt).S. and in the international markets in
which we operate. We are also impacted by fedegaslation and administrative policies in areashsag employee benefit plan regulation,
financial services regulations and federal taxatidre primary purpose of state regulation of theifance business is to protect policyholders,
not stockholders or holders of the Notes. The lafithe various states establish insurance depattméth broad powers to regulate such
matters as:

. licensing companies to transact business,

. licensing agents,

. admitting statutory assets,

. mandating a number of insurance benefits,

. regulating premium rates,

. approving policy forms,

. regulating unfair trade and claims practices,

. establishing statutory reserve requirementssahcency standards,
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. fixing maximum interest rates on life insuranceipploans and minimum rates for accumulation ofesunder values,
. restricting various transactions between affiliated
. regulating the types, amounts and valuation ofstments.

State insurance regulators, federal regigatnd the National Association of Insurance Cassianers ("NAIC") continually reexamine
existing laws and regulations, and may impose cbaigthe future.

State insurance guaranty associations theveght to assess insurance companies doingdsssin their state for funds to help pay the
obligations of insolvent insurance companies tacgbblders and claimants. Because the amount ariddiof an assessment is beyond our
control, the liabilities we have established faggl potential assessments may not be adequate.

Federal legislation and administrative giel in areas such as employee benefit plan régujdinancial services regulation and federal
taxation can reduce our profitability. For examples U.S. Congress has, from time to time, consilézgislation relating to changes in the
Employee Retirement Income Security Act of 197geomit application of state law remedies, suchamsequential and punitive damages, in
lawsuits for wrongful denial of benefits, which aiflopted, could increase our liability for damaigefsiture litigation. Additionally, new
interpretations of existing laws and the passageuf legislation may harm our ability to sell nealipies and increase our claims exposure or
policies we issued previously. In addition, redaies in contribution levels to defined contributiplans may decrease our profitability.

Changes in tax laws could increase our tax costslaeduce sales of our insurance, annuity and invasint products.

Current federal income tax laws generadiynut the tax-deferred accumulation of earningshenpremiums paid by the holders of
annuities and life insurance products. Taxes, yf ane payable on income attributable to a distilouunder the contract for the year in which
the distribution is made. The U.S. Congress hasj time to time, considered legislation that wardduce or eliminate the benefit of such
deferral of taxation on the accretion of value wtlife insurance and nonqualified annuity contsa@nactment of this legislation, including a
simplified "flat tax" income structure with an exption from taxation for investment income, coulduk in fewer sales of our insurance,
annuity and investment products.

In addition, we benefit from certain tagrits, including but not limited to, tax-exempt bantgrest, dividends-received deductions, tax
credits (such as foreign tax credits) and insuraaserve deductions. From time to time, the U.SigCess, as well as foreign, state and local
governments, considers legislation that could reduceliminate the benefits associated with thagétéms. If such legislation is adopted, our
profitability could be negatively impacted. We donk to evaluate the impact that potential taxnmafovhich lacks sufficient detail and is
relatively uncertain, may have on our future resaftoperations and financial condition.

Repeal or modification of the federal estate taxutth reduce our revenues.

The U.S. Congress has, from time to tinnesaered legislation modifying the federal estateregime, including the Tax Reform Act of
2010, which became law on December 17, 2010. Anitsnmgany provisions were modifications to the estak for 2010, 2011 and 2012.
These changes, while generally beneficial to tagpmayare temporary in nature.

If these favorable estate tax modificatioostinue beyond 2012, or if the federal estatadagpealed, there could be some level of
contraction in the estate planning market. It isgiide that
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some segment of this existing business would eiteted or sold to investor groups. On the othedha portion of this coverage would lik
be retained to pay other expenses associated et duch as state estate/inheritance taxes, loggita taxes, or income taxes. We currently
have approximately $38.5 billion of estate taxteddife insurance from over 22,200 policies inclas of September 30, 2012. This block of
policies accounts for approximately $309.7 millmfrannual recurring life insurance premium and aégzresents just over $2.1 billion of pol
cash value.

Based on an average of the last three ydastimated new sales of estate-tax related ptedwe have issued approximately 1,700
policies annually, representing $34.5 million ohaal premium and nearly $4.9 billion of life insnca coverage.

Changes in federal, state and foreign securitiesvlamay reduce our profitability.

Our asset management and accumulationifeniddurance businesses are subject to variowdd®if regulation under federal, state and
foreign securities laws. These laws and regulatesagrimarily intended to protect investors in sieeurities markets or investment advisory o
brokerage clients and generally grant supervisggnaies broad administrative powers, includingpgbeer to limit or restrict the conduct of
business for failure to comply with such laws aedgulations. The downturn in the financial marketd eesulting market-wide losses have
caused legislative and regulatory bodies to consideous changes to existing securities laws aeddgal framework governing the financial
industry. Changes to these laws or regulationsrésdtict the conduct of our business could sigaiftly increase our compliance costs and
reduce our profitability.

Financial services regulatory reform may reduce oprofitability, impact how we do business or linutir ability to engage in certain
capital expenditures.

On July 21, 2010, the Dodd-Frank Wall StRReform and Consumer Protection Act (the "DoddrkrAct" or "Dodd+rank") became lav
The Dodd-Frank Act makes extensive changes taatlis fegulating financial services firms and recgirarious federal agencies to adopt a
broad range of new implementation rules and remuiat The federal agencies were given significasdrdtion in drafting the implementation
rules and regulations, and consequently, manyeofléhails and much of the impact of the Dodd-Fraakwill not be known for many months
or years. In addition, the legislation mandatestiplel studies and reports for Congress, which coeddilt in additional legislative or regulatory
action.

In July 2011, we became subject to ovetsigim and examination by the Federal Reserve tmedefore, various banking, capital and
liquidity requirements may apply to us, due to wolly-owned full-service federal savings bank sdiasy. Due to our ownership of our
federal savings bank subsidiary, we are classifretkr federal banking law as a savings and loagifglcompany ("SLHC"). The Federal
Reserve has adopted a procedure for deregistrasienSLHC for companies seeking to avail themseadf/as exemption included within Dodd-
Frank. We intend to submit an application to thddfal Reserve to deregister as a SLHC. For ouicgtign to be successful, our federal
savings bank will need to agree to limit its adi@s to only those permitted for a limited purptrsest institution. Deregistration from SLHC
status will exempt us from capital requirementsRideral Reserve promulgates for SLHCs. There earokassurance our application will be
successful. We anticipate that this process wiik tapproximately one year.

Nonetheless, even if we are successfueirglstering as a SLHC, it is possible (althoughcweently believe unlikely) that we could be
designated as a "Nonbank Systemically Importaraiéral Institution" by the Financial Stability Oggght Council ("FSOC"). Being so
designated would subject us to enhanced oversighpeudential standards by the Federal Reservenukethose applicable to our competitors
not so designated.
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As to derivatives activities, while thetial regulations indicate that we will not fall Wit the definition of a "Major Swap
Participant” ("MSP"), it is possible that changeghe final rules could alter this interpretati@resignation as an MSP will result in more
oversight of derivative transactions under the sgpgurisdictions of the SEC and the CommaoditigtiFes Trading Commission. This inclu
swaps traded through either regulated exchangagpmpved clearinghouses, and requires additiori@teral to support derivatives
transactions.

The changes resulting from the Dodd-Frankakd the yet to be finalized implementation r@ed regulations, as well as discretionary
actions by the Federal Reserve and FSOC, may ltheeorofitability of our business activities, reguichanges to certain of our business
practices or otherwise adversely affect our busines

Changes in accounting standards may negatively iropaur reported profitability and financial ratios.

Accounting standards are subject to chamgiecan negatively impact our reported profitapilee "Financial Statements and
Supplementary Data, Notes to Consolidated Finastatements, Note 1, Nature of Operations and f&igni Accounting Policies" in our
Annual Report on Form 10-K for the year ended Ddman31, 2011 incorporated by reference herein amdif Quarterly Report on Form 1D-
for the quarter ended September 30, 2012 incorpdtay reference herein. In addition to recentlyéssaccounting guidance, the U.S. and
international standard setters have a full agefidapics they plan to review, any of which have gigential to negatively impact our reported
profitability and financial ratios. The results feast accounting periods are not necessarily itidecaf the results to be expected for any future
accounting period.

We may be unable to mitigate the impact of RegudatXXX and Actuarial Guideline 38, potentially refting in a negative impact to our
capital position and/or a reduction in sales of tarand universal life insurance products.

The NAIC Model Regulation entitled "Valuati of Life Insurance Policies," commonly known &efulation XXX", establishes statutory
reserve requirements for term life insurance peticind universal life insurance policies with seleay guarantees. Actuarial Guideline 38
("AG38") clarifies the application of Regulation XXwith respect to certain universal life insurapeeducts with secondary guarantees.

The NAIC has amended AG38 in an effortrisate more clarity around reserving practices éstain policies that are accounted for unde
this guideline. The effect of the changes to AG&8tevo-fold:

. Reserves for certain inforce policies will be sebj® additional statutory reserve minimums effexfior the December 31, 20
reporting period; and

. Reserves for businesses sold after JanuarylB Rl be subject to a higher statutory reservsida

We have implemented reinsurance and capig@agement actions to mitigate the capital impa&egulation XXX and AG38 on our
term and universal life insurance business. We agmrovide assurance that we will be able to camito implement these actions for
reinsuring future increases in redundant term amdeusal life insurance reserves. If we are unéblmitigate the impact of Regulation XXX
and AG38 on these products, additional capital mélirequired to support those products, and webmagquired to increase prices and/or
reduce sales of our term and universal life instegoroducts. Even if we are able to continue inigjzhese mitigating actions of reinsurance
and related activity, our results could be negatiiapacted due to costs related to additional ammof reinsurance needed.
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A computer system failure or security breach cowrupt our business, damage our reputation and adsely impact our profitability

We rely on computer systems to conductriass, including customer service, marketing anessattivities, customer relationship
management and producing financial statements.aMmel have policies, procedures, automation andupaglans designed to prevent or limit
the effect of failure, our computer systems maytdeerable to disruptions or breaches as the re$ulatural disasters, man-made disasters,
criminal activity, pandemics, or other events bayonr control. The failure of our computer systdorsany reason could disrupt our
operations, result in the loss of customer businassadversely impact our profitability.

We retain confidential information on owngputer systems, including customer information progprietary business information. Any
compromise of the security of our computer systérasresults in the disclosure of personally id@tile customer information could damage
our reputation, expose us to litigation, increaggutatory scrutiny and require us to incur sigmifictechnical, legal and other expenses.

Results of litigation and regulatory investigatiomsay affect our financial strength or reduce our gfitability.

We are regularly involved in litigation, thaas a defendant and as a plaintiff, but primaa#iya defendant. Litigation naming us as a
defendant ordinarily arises out of our businesgatpmns as a provider of asset management and adatiom products and services, life, healtr
and disability insurance, and our investment atitisi

For example, Principal Life received appmuately $440.0 million in connection with the temation of certain structured transactions an
the resulting prepayment of Principal Life's inveeht in those transactions. The transactions iebhehman Brothers Special Financing Inc.
and Lehman Brothers Holdings Inc. (collectivelyetiman") in various capacities. Subsequent to Lelm&eptember 2008 bankruptcy filing,
its bankruptcy estate has sought to recover fromanaus sources significant amounts to which itnetaéntitiement under various theories.
estate is attempting to recover from us an unsigecémount, but possibly up to the amount paidstglus interest. We are one of numerous
defendants to this action, which has been staydtidohpankruptcy court. While we believe we haveitogous defenses to Lehman's claims
and intend to aggressively defend against them thecstay is lifted, the outcome of any pendindudure litigation (or appeal thereof) cannot
be predicted. Management does not believe thatrtatter will have a material adverse effect onlmusiness or financial position.

We are, from time to time, also involvedrarious governmental, regulatory and administeafixoceedings and inquiries. We have
received regulatory inquiries from certain statuiiance regulators and other officials relatingdmpliance with unclaimed property laws and
the use of data available on the U.S. Social Sgc@dministration's Death Master File (or a simitkatabase) to identify instances where
benefits under life insurance policies, annuitied eetained asset accounts are payable. It islegbiat other jurisdictions may pursue similar
inquiries and that such inquiries may result inmants to beneficiaries, escheatment of funds deexbaddoned under state laws and change
to procedures for the identification and escheatroéabandoned property.

These factors may affect our financialrsgtl or reduce our profitability. For further dission on litigation and regulatory investigation
risk, see "Legal Proceedings" and "Financial Stet#s) Notes to Consolidated Financial Statemerdte N, Contingencies, Guarantees and
Indemnifications" under the section, "LitigationdaRegulatory Contingencies," and "Financial Statets)eNotes to Consolidated Financial
Statements, Note 5, Income Taxes," in our Quartegort on Form 10-Q for the quarter ended SepteBle2012 incorporated by reference
herein.
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From time to time we may become subject to tax &sidiax litigation or similar proceedings, and asrasult we may owe additional taxes,
interest and penalties in amounts that may be matkr

We are subject to income taxes in the dinBtates as well as many other jurisdictions. kembeining our provisions for income taxes and
our accounting for tax-related matters in genevelare required to exercise judgment. We reguladie estimates where the ultimate tax
determination is uncertain. The final determinatidany tax audit, appeal of the decision of artgxauthority, tax litigation or similar
proceedings may be materially different from thedtercted in our historical financial statementse Hssessment of additional taxes, interes
penalties could be materially adverse to our ctraed future results of operations and financiaditon.

Fluctuations in foreign currency exchange rates cloureduce our profitability.

Principal International generally writedipi@s denominated in various local currencies imvésts the premiums and deposits in local
currencies. Although investing in local currendiasts the effect of currency exchange rate flutimraon local operating results, fluctuation
such rates affect the translation of these reftlisour consolidated financial statements. Fotherr discussion on foreign currency exchange
risk, see "Quantitative and Qualitative Disclosubd®ut Market Risk—Foreign Currency Risk" in our &terly Report on Form 10-Q for the
quarter ended September 30, 2012 incorporatedfeserece herein.

Our financial results may be adversely impacteddigbal climate changes.

Atmospheric concentrations of carbon diexdhd other greenhouse gases have increased draligagince the industrial revolution,
resulting in a gradual increase in global averageperatures and an increase in the frequency aedityeof natural disasters. These trends are
expected to continue in the future and have thentiatl to impact nearly all sectors of the econdmyarying degrees. Our initial research
indicates that climate change does not pose annamhior significant threat to our operations oribess, but we will continue to monitor new
developments in the future.

Potential impacts may include the following

. Changes in temperatures and air quality mayraeleimpact our mortality and morbidity rates. Eaample, increases in the
level of pollution and airborne allergens may caaséncrease in upper respiratory and cardiovasdidaases, leading to
increased claims in our insurance businesses. Hawthe risk of increased mortality on our lifeliirsnce business may be
partly offset by our payout annuity business, wharéncrease in mortality results in a decreadeemefit payments.

. Climate change may impact asset prices, as weléasral economic conditions. For example, risirayleeels may lead to
decreases in real estate values in coastal ardagighally, government policies to slow climateadige (e.g., setting limits on
carbon emissions) may have an adverse impact eorsestich as utilities, transportation and manufag. Changes in asset
prices may impact the value of our fixed incoma] estate and commercial mortgage investments. Afeage our investment
risks by maintaining a well-diversified portfolibpth geographically and by sector. We also momitorinvestments on an
ongoing basis, allowing us to adjust our exposargettors and/or geographical areas that faceeseis&s due to climate
change.

. A natural disaster that affects one of our offieedtions could disrupt our operations and poseeatio the safety of our

employees. However, we have extensive Businessritytand Disaster Recovery planning programslace to help mitigate
this risk.
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Risks Related to the Notes
We may be unable to redeem the Notes in the evéatgpecial mandatory redemption.

If the Cuprum acquisition has not been cletegl in accordance with the SPA on or prior to &mber 19, 2013 or if, prior to such date,
the SPA is terminated, we will be required to reded! of the Notes on the Special Mandatory Red@nDate at the Special Mandatory
Redemption Price. We are not obligated to placendlig@oroceeds of the offering of the Notes in esgodor to the closing of the Cuprum
acquisition or to provide a security interest ingé proceeds, and there are no other restrictiosiouse of these proceeds during such time.
Accordingly, we will need to fund any special matwig redemption using proceeds that we have volilptatained or from other sources of
liquidity. In the event of a special mandatory magion, we may not have sufficient funds to purehak of the Notes.

In the event of a special mandatory redemption, yoay not obtain your expected return on the Not

We may not be able to consummate the Cu@eomisition or the SPA may be terminated prioléwember 19, 2013. Our ability to
consummate the Cuprum acquisition is subject tauarclosing conditions as described in "Prospestygplement Summary—Pending
Acquisition of Cuprum,” many of which are beyond cantrol. If we are not able to complete the Cupracquisition in accordance with the
SPA or the SPA is terminated prior to November2¥,3, we will be required to redeem all of the Nadethe Special Mandatory Redemption
Price. In that case, you may not obtain your exggkotturn on the Notes and may not be able to esirthe proceeds from such special
mandatory redemption in an investment that resuléscomparable return.

The special mandatory redemption provisions willtrpyotect you from trading price fluctuations withespect to the Notes or changes to the
terms of the proposed Cuprum acquisition.

As a result of the special mandatory redempprovisions of the Notes, the trading priceshaf Notes may not reflect the financial results
of our business or macroeconomic factors. You kdlte no rights under the special mandatory redemtiovisions if the Cuprum acquisiti
closes, nor will you have any right to require asdpurchase your Notes if, between the closinthisfoffering and the closing of the Cuprum
acquisition, we experience any changes (includiagenial changes) in our business or financial dioordi or if the terms of the SPA change,
including in material respects.

The Senior Indenture does not limit the amount afdebtedness that we or our subsidiaries can issue.

The Senior Indenture does not limit the amaf unsecured indebtedness (including undeB#rgor Indenture) or secured indebtedness
that we or our subsidiaries can issue, except, wipect to secured indebtedness, to the extefdriein the section entitled "Description of
the Debt Securities—Limitations upon Liens" in #ompanying prospectus. The Notes of each seilidsenour senior unsecured and
unsubordinated obligations and will rank equallyight of payment with all of our existing and futusenior indebtedness and senior to all of
our existing and future subordinated indebtedntssf September 30, 2012, Principal Financial Grdap. had $1,950.1 million of senior
indebtedness that would have ranked equally irt o§payment with the Notes. In addition, the Nadégach series will be effectively
subordinated to any future secured indebtednesarsf to the extent of the assets securing su@btedness. As of September 30, 2012,
Principal Financial Group, Inc. had no secured lteléness outstanding.

Each Subsidiary Guarantee will be a semi@mecured and unsubordinated obligation of Prih¢pencial Services and will rank equally
in right of payment with all of its existing andtfue senior indebtedness and senior to all olitisré subordinated indebtedness. As of
September 30, 2012, Principal Financial Servicesrtasenior indebtedness that would have rankedllgqa right of payment with the
Subsidiary Guarantees (other than other subsidiagyantees of our senior debt). In
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addition, each Subsidiary Guarantee will be effetyi subordinated to any existing and future setiumdebtedness of Principal Financial
Services to the extent of the assets securingisdelbtedness. As of September 30, 2012, Principalni€ial Services had no secured
indebtedness outstanding.

Any additional senior or secured indebtedniacurred could reduce the amount of cash wheoBtibsidiary Guarantor would have
available to satisfy our respective obligationsemtie Notes and the applicable Subsidiary Guagalite and the Subsidiary Guarantor expec
from time to time to incur additional senior indethess and secured indebtedness.

The terms of the Notes will not necessaatffprd you protection in the event of a highlydeaged transaction that may adversely affect
you, including a reorganization, recapitalizatioestructuring, merger or other similar transactiorolving us. We could enter into any st
transaction even though the transaction could aser¢he total amount of our outstanding debt, adhenffect our capital structure or credit
rating or otherwise adversely affect the holderthefNotes. These transactions may not involveaagh in voting power or beneficial
ownership or result in a downgrade in the ratingthe Notes. The Senior Indenture does not comeonisions that permit the holders of the
Notes to require us to repurchase the Notes ietbat of a takeover, recapitalization or similangaction

We are a holding company with no direct operatiosmsd the Subsidiary Guarantor is an intermediary lithg company with no direct
operations; as a consequence, our ability to satisfir obligations under the Notes and the Subsidi@uarantor's ability to satisfy its
obligations under the applicable Subsidiary Guaraet will depend in large part on the ability of oand the Subsidiary Guarantor's
subsidiaries to pay dividends, and the dividendipgyability of our insurance company subsidiaries festricted by law

We are an insurance holding company wheseta include all of the outstanding shares of comstock of the Subsidiary Guarantor.
Subsidiary Guarantor is an intermediary holding pany whose assets include all of the outstandiageshof Principal Life and other
subsidiaries. Our and the Subsidiary Guarantoilgyats meet our respective obligations dependsruthe ability of Principal Life and other
subsidiaries to declare and distribute dividend®@dvance money in the form of intercompany lo&@hg insurance company subsidiaries are
subject to various statutory and regulatory restms, applicable to insurance companies generddt, limit the amount of cash dividends,
loans and advances that those subsidiaries mayReaylations relating to capital requirements dififgcsome of our other subsidiaries also
restrict their ability to pay dividends and oth&tdbutions and make loans to us. The paymentwfiends from Principal Life to the
Subsidiary Guarantor is subject to restrictiongaeh in the insurance laws of the State of lo&ae "Management's Discussion and Analysis
of Financial Condition and Results of Operationsgtlidity and Capital Resources—The Holding ComparRemcipal Financial Group, Inc.
and Principal Financial Services, Inc." in our Qedy Report on Form 10-Q for the quarter ended&uaper 30, 2012, incorporated by
reference herein. As a result, our cash flows dnilityato service our obligations, including the tds, are dependent upon the earnings of our
subsidiaries, distributions of those earnings tans other payments or distributions of funds bysubsidiaries to us. It is possible that in the
future, Principal Life may be unable to pay dividenn an amount sufficient to permit us or the Slibsy Guarantor to meet our respective
obligations due to a lack of statutory net gaimfroperations, a diminishing statutory policyholdsusplus, changes to the lowa insurance law
or regulations or for some other reason. If thesRliary Guarantor cannot pay sufficient dividenalisi$ in the future, we would be unable to
meet our obligation to make scheduled paymentsnthéeNotes. This would negatively affect our besmand financial condition as well as
the trading price of the Notes.
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The Notes of each series will be effectively suboaded to the indebtedness and other obligationsoaf subsidiaries, which could impair
our ability to make payments on the Notes, and e&lbsidiary Guarantee will be effectively subordied to the indebtedness and other
obligations of the Subsidiary Guarantor's subsidias, which could impair the Subsidiary Guarantorability to make payments on the
Subsidiary Guarantees

Except to the extent we have a prior ora¢glaim against our subsidiaries as a crediton @onnection with the Subsidiary Guarantor's
obligations under the applicable Subsidiary Guamanthe Notes will be effectively subordinatedltmBour subsidiaries' existing and future
indebtedness and other liabilities because, asdlmmon stockholder of our subsidiaries, we wilshibject to the prior claims of our
subsidiaries' creditors, including trade accouatgaple and other liabilities arising in the ordyaourse of business, the claims of
policyholders with respect to our insurance subsids, and the claims of our subsidiaries' pretesteckholders. Consequently, the Notes of
each series are effectively subordinated to dlilitées (excluding the applicable Subsidiary Gudes) of any of our subsidiaries and the cle
of their preferred stockholders, policyholders atfter creditors.

Moreover, a default by one or more of aussidiaries could have a material adverse effeciwrability to meet our obligations under the
Notes. In particular, in the event of a defaultebgubsidiary under any of its indebtedness, theidiany's creditors could elect to declare s
indebtedness, together with any accrued and unipizicest and other amounts, to be due and payaibletp any distributions by the subsidie
to pay interest or principal due on the Notes.dditon, if we caused a subsidiary to pay a divitlemenable us to make payments in respect
the Notes of any series, and the dividend were ddeanfraudulent transfer or in breach of relevanparate or insurance laws, the holders of
the Notes of such series could be required to mehe payment to (or for the benefit of) the creditof that subsidiary. In addition, our
subsidiaries have no obligation to pay any amoduéson the Notes of any series, other than theidiabs Guarantor's obligations under the
applicable Subsidiary Guarantee. Substantiallpfadiur business is currently conducted throughsotsidiaries, and we expect this to
continue.

Because the Subsidiary Guarantor is amrivediary holding company, the rights of the SulesigliGuarantor and the rights of its creditc
including the holders of the Notes as beneficianfethe applicable Subsidiary Guarantee, to a sbittee assets of any subsidiary upon the
liquidation or recapitalization of such subsidiariyl be subject to the prior claims of such subaigis creditors, except to the extent the
Subsidiary Guarantor may be a creditor with recogghiclaims against such subsidiary. Accordinglghedubsidiary Guarantee will be
effectively subordinated to all existing and futimdebtedness and other liabilities of the Subsjd@uarantor's subsidiaries, including their
trade accounts payable and other liabilities agiginthe ordinary course of business (includinggatlons to policyholders and preferred
stockholders). As of September 30, 2012, in additiothe liabilities arising from obligations torguolicyholders, the subsidiaries of the
Subsidiary Guarantor had approximately $258.4 amlbf indebtedness that would have been effectisehjor to the Subsidiary Guarantees.

An active afte-market for the Notes may not develop.

The Notes of each series constitute a ssuei of securities with no established trading etai’e do not intend to have the Notes of any
series listed on any national securities exchamg@ectuded in any automated dealer quotation sysWe cannot assure you that an active afte
market for the Notes will develop or be sustairtedf holders of the Notes will be able to sell tiddtes or that holders of the Notes will be
able to sell their Notes at favorable prices.

If a trading market does develop, generalkat conditions and unpredictable factors coulttaskly affect market prices for the Notes,
and there can be no assurance about the markes [foic
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the Notes. Several factors, many of which are beéyan control, will influence the market value b&tNotes. Factors that might influence the
market value of the Notes include, but are nottahito:

. our creditworthiness, financial condition, performa and prospects;

. whether the ratings on the Notes provided by atigga agency have changed,;

. the market for similar securities; and

. economic, financial, geopolitical, regulatoryjodicial events that affect us or the financialrkets generally.

If you purchase Notes, whether in this ffg or in the secondary market, the Notes mayegisntly trade at a discount to the price that
you paid for them

Each Subsidiary Guarantee may be subject to chaflerunder fraudulent transfer laws

Under U.S. bankruptcy law and comparabteigions of state fraudulent transfer laws, a coartld subordinate or void any guarantee
found that the guarantee was incurred with actutehit to hinder, delay or defraud creditors orgharantor did not receive fair consideratio
reasonably equivalent value for the guarantee lamdtiarantor was any of the following: (i) insolvenwas rendered insolvent because of the
guarantee; (ii) engaged in a business or transaftiowvhich its remaining assets constituted urorably small capital; or (iii) intended to
incur, or believed that it would incur, debts beglais ability to pay at maturity. To the extent tBebsidiary Guarantee with respect to the N
of any series were to be voided as a fraudulenteyance or held unenforceable for any other readsaldgers of the Notes of such series woulc
cease to have any claim in respect of the Subgi@aarantor and would be solely our creditorshiat £vent, the claims of the holders of the
Notes of such series against the Subsidiary Guararduld be subject to the prior payment of ablidies of the Subsidiary Guarantor. The
can be no assurance that, after providing forrédrlaims, there would be sufficient assets tis§athe claims of the holders of the Notes of
each series relating to the voided Subsidiary Guaea
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RATIO OF EARNINGSTO FIXED CHARGES

The following table shows our ratio of éags to fixed charges for each of the periods iatd.

For the Nine
Months Ended
September 30, For the Year Ended December 31,
2012 2011 2011 2010 2009 2008 _2007()
Ratio of earnings to fixed charges
before interest credited on
investment product 5.8 6.C 5.1 5.1 4.4 3.4 7.C
Ratio of earnings to fixed charg 2.5 2.4 2.2 1.¢ 1.€ 1.2 1.8

Q) 2007 data was not retroactively recasted to refdAC guidance and a reinsurance accounting chi

We calculate the ratio of "earnings to fhaharges before interest credited on investmeardymts” by dividing the sum of income from
continuing operations before income taxes (BTEgresgt expense, which includes interest expenseratton uncertain tax positions (1), intel
factor of rental expense (IF) less undistributembime from equity investees (E) by the sum of irteexpense, which includes interest expens
incurred on uncertain tax positions (1), interesttbr of rental expense (IF), and preferred staeklends by the registrant (PD). The formula
for this ratio is: (BT+I+IF-E) / (I+IF+PD).

We calculate the ratio of "earnings to fixaarges” by dividing the sum of income from couitng operations before income taxes (BT),
interest expense, which includes interest expersgried on uncertain tax positions (1), interestda of rental expense (IF) less undistributed
income from equity investees (E) and the additibmirest credited on investment products (IC)rigrest expense, which includes interest
expense incurred on uncertain tax positions (tgrast factor of rental expense (IF), preferredlsttividends by the registrant (PD) and inte
credited on investment products (IC). The formualathis calculation is: (BT+I+IF-E+IC) / (I+IF+PD®]). "Interest credited on investment
products” includes interest paid on guaranteedsimvent contracts, funding agreements and othesiment-only pension products. Similar to
debt, these products have a total fixed returnaafixked maturity date.
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USE OF PROCEEDS

We estimate that our net proceeds fromdfiexing will be approximately $891.4 million, aftdeducting the underwriting discounts and
estimated offering expenses payable by us. Wedniznise the estimated net proceeds from thisinffetogether with other available cash, to
pay the Acquisition Consideration.

Pending such use, we may invest the netgeds temporarily in short-term, interest-bearingestment-grade securities or similar assets
If (i) the Cuprum acquisition is not completed tardance with the SPA on or prior to November2l®,3, or (ii) prior to such date, the SPA
is terminated, we will redeem all of the Notes lba Special Mandatory Redemption Date at the Spbtaaldatory Redemption Price, as
described in "Description of the Notes—Special Mandy Redemption” in this prospectus supplement.
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CAPITALIZATION

The following table shows our cash and eaghivalents and our consolidated capitalizationfé&eptember 30, 2012 (i) on an actual b
and (ii) on an as adjusted basis giving effechtodale of the Notes offered hereby. This inforarashould be read in conjunction with our
unaudited consolidated financial statements andefa¢ed notes and "Management's Discussion antygiaaf Financial Condition and
Results of Operations" included in our Quarterlyp®&e on Form 10-Q for the quarter ended Septem®gP@12 incorporated by reference
herein.

As of September 30, 2012

Actual As Adjusted
(in millions)
Cash and cash equivalel $ 2,279 $ 3,170.
Long-term debt(1 $ 2,180.( $ 2,180.(
2017 Notes offered herel — 300.(
2023 Notes offered herel — 300.(
2043 Notes offered herel — 300.(
Total stockholders' equit 9,845.¢ 9,845.¢
Total capitalizatior $ 12,025.¢ $ 12,925.

(1) Includes (a) current maturities (due withie tiext twelve months) of $10.2 million as of Septem30, 2012 and
(b) $400 million aggregate principal amount outdiag of 7.875% Senior Notes due May 15, 2014 N{tes
"2014 Notes"), which we intend to redeem by the efiithe first quarter of 2013 using available casimcipally
comprising net proceeds from our September 20J&iaff of senior notes. This prospectus supplemees dot
constitute a notice of redemption under the indengoverning the 2014 Notes nor an offer to terolgror
purchase, any 2014 Not¢

In addition to long-term debt outstandiag,of September 30, 2012, we had short-term debtamaing of $28.5 million.
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SELECTED FINANCIAL INFORMATION

The following table sets forth certain s¢éel historical consolidated financial informatioinPrincipal Financial Group, Inc. We derived
the consolidated financial information (exceptdonounts referred to as "Other Supplemental Data"¢dch of the years ended December 31
2011, 2010 and 2009 and as of December 31, 2012@t@ from our audited consolidated financial sterts and notes to the financial
statements included in our Annual Report on ForaKX0r the year ended December 31, 2011 incorpdrhtereference herein. This selected
consolidated financial information should be readdnjunction with and is qualified by referencdhese financial statements and the related
notes. We derived the consolidated financial infation (except for amounts referred to as "OthempBmental Data") for the years ended
December 31, 2008 and 2007 and as of Decembef89, 2008 and 2007 from our audited consolidateahnitial statements not included or
incorporated by reference in this prospectus sup@ht or the accompanying prospectus. The selectesbtidated financial information as of
and for the nine months ended September 30, 2012@tl has been derived from the unaudited intednsolidated financial statements
included in our Quarterly Report on Form 10-Q foe tjuarter ended September 30, 2012 incorporateeféyence herein. The following
consolidated statements of operations and consetidaatements of position data have been prejaeahformity with accounting principles
generally accepted in the United States of America.

The selected financial information as ad &or the nine months ended September 30, 2011rengears ended December 31, 2011, 2010
2009 and 2008 were retrospectively recasted teadeBDPAC guidance and a reinsurance accountinggeh&ee "Financial Statements, Notes
to Consolidated Financial Statements, Note 1, MavfilOperations and Significant Accounting Politiiesour Quarterly Report on Form 10-Q
for the quarter ended September 30, 2012 incorpdiay reference herein for an explanation of tle@acting changes.
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Asof or for the
Nine Months Ended

September 30, September 30, As of or for the Year Ended December 31,
2012(1) 2011(1)(2) 2011(1)(2) 2010(1)(2) 2009(1)(2) 2008(2) 2007(3)
(Dollarsin millions, except as otherwise indicated)

Statement of

Operations

Data:
Revenues

Premiums an

other

considerat  $ 2,519.0 $ 2221 $ 2,891.( $ 3555! $ 3,750t $ 4,209.. $ 4,634.:
Fees and

other

revenues 1,909.: 1,892.¢ 2,526." 2,337.: 2,103." 2,427.! 2,634,
Net

investment

income 2,409.¢ 2,548.¢ 3,375.: 3,495.¢ 3,400.: 3,992.° 3,966.!
Net realizec

capital losse 81.c (51.0 (122.9) (190.9) (398.9) (694.) (328.9)
Total revenue  $ 6,919.. $ 6,611.¢ $ 8,670.° $ 9,198. $ 8856.. $ 9935 $ 10,906.
Income before

income taxe:  $ 693t $ 722.¢ % 893.1 $ 7857 $ 645.1 $ 418.0 $ 1,072«
Net income(4, 594.% 532.t 688.¢ 680.¢ 579.t 436.¢ 884.t
Net income

attributable tc
noncontrollin
interest 15.2 36.€ 36.2 17.¢ 23.C 7.

Net income

attributable tc

Principal

Financial

Group, Inc. 579.( 495.¢ 652.7 662.¢ 556.t 428.¢ 860.:
Preferred stock

dividends(5) 247 247 33.C 33.C 33.C 33.C 33.C

Net income
available t¢
common
stockholde $ 554.: $ 4712 $ 619.7 $ 629.¢ $ 523t §$ 395.¢ $ 827.%

Statement of

Financial

Position

Data:
Total asset $ 159,193. $ 142,384.. $ 147,361. $ 144,673. $ 137,129. $ 127,565. $ 154,520.
Long-term debt 2,180.( 1,570.¢ 1,564.¢ 1,583." 1,584.¢ 1,290.! 1,398.¢
Series A

preferred

stock $ — $ — 3 — 3 — 3 — $ — $ —
Series B

preferred

stock 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Common stocl 4.t 4.t 4.t 4.t 4.t 3.€ 3.€
Additional paid-

in capital 9,712.: 9,617.¢ 9,634." 9,563.¢ 9,492.¢ 8,376.¢ 8,295.¢
Retained

earnings 4,784. 4,470.¢ 4,402. 3,999. 3,584.: 3,212.: 3,414.:
Accumulated

other

comprehensi

loss 880.¢ 462.] 258.( 306.% (1,061.9) (5,008.0) 420.:
Treasury stock,

at cosl (5,554.4) (5,181.) (5,281.) (4,725.) (4,722.) (4,718.¢) (4,712.)
Total

stockholders'

equity

attributable tc

Principal

Financial

Group, Inc. 9,827.! 9,373.! 9,017.¢ 9,149.: 7,297.: 1,866.: 7,421,
Noncontrolling

interest 18.¢ 309.1 353.¢ 157.2 122.¢ 96.5 97.€

Total
stockholde
equity $ 9,845.¢ $ 9,682¢ $ 9371. $ 9306 $ 7,420 $ 1,962« $ 7,519.

Other

Supplemental

Data:

Assets Under

Management

($in billions)  $ 392.: $ 3206 $ 335.C $ 318.f $ 2847 % 247.C % 311.1

24.2

1) For a discussion of items materially affecting toenparability of the nine months ended Septembg2@02 with the nine months ended September 3Q,,201
please see "Management's Discussion and Analy§imahcial Condition and Results of Operat—Transactions Affecting Comparability of Results



2

(©)

4
®)

Operations" in our Quarterly Report on Form 10-@tfe quarter ended September 30, 2012 incorpobsteeference herein. For a discussion of items
materially affecting the comparability of 2011, 20dnd 2009, please see "Management's DiscussioAraiysis of Financial Condition and Results of

Operations—Transactions Affecting ComparabilityRefsults of Operations" in our Annual Report on FAOK for the year ended December 31, 2011
incorporated by reference herein.

Selected financial information as of and for theenmonths ended September 30, 2011 and the yeded Becember 31, 2011, 2010, 2009 and 2008 were
retrospectively recasted to reflect DPAC guidanue @reinsurance accounting change. See "Finadtzgments, Notes to Consolidated Financial Stattsne
Note 1, Nature of Operations and Significant AcdmgPolicies" in our Quarterly Report on Form 10eaDthe quarter ended September 30, 2012 incogdra
by reference herein for an explanation of the anting changes.

Selected financial information as of and for tharyended December 31, 2007 was not retroactivebsted to reflect DPAC guidance and a reinsurance
accounting change.

Net income for December 31, 2007 includes $20.8anibf income from discontinued operations, netedated income taxes.

We declared preferred stock dividends of $33.0iamlin each of 2011, 2010, 2009, 2008 and 2007.
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DESCRIPTION OF THE NOTES

Each series of Notes offered by this progmesupplement is a series of "senior debt séesitias described in the accompanying
prospectus. This description supplements the deimmiof the general terms and provisions of thigt decurities found in the accompanying
prospectus in the section entitled "Descriptiothaf Debt Securities."

Capitalized terms used and not otherwidimelé below or elsewhere in this prospectus supplgror the accompanying prospectus are
used with the respective meanings given theretbdrSenior Indenture among Principal Financial @rdac., Principal Financial Services, as
the subsidiary guarantor, and The Bank of New Wdtlon Trust Company, N.A., as trustee (the "tra8tedated as of May 21, 2009, as will
be supplemented by a supplemental indenture wiibeiet to the Notes of each series (as supplemahtetiSenior Indenture"). References to
the "Notes" contained in this prospectus supplermafat collectively to the 1.850% Senior Notes @047, the 3.125% Senior Notes due 2023
and the 4.350% Senior Notes due 2043 offered Isyptuspectus supplement, unless the context imdicaherwise. In this "Description of the
Notes," references to "Principal,” "we," "us" amaif" or similar terms are only to Principal FinaaldBroup, Inc. and not its subsidiari

The Senior Indenture contains negative cawes that apply to us; however, the limitatiorliens and the limitation on consolidation,
merger and sale of assets contain important exareptBee "Description of the Debt Securities—Litiotas upon Liens" and "-Sonsolidation
Merger and Sale of Assets" in the accompanyinggacsis.

General

The 2017 Notes initially will be limited £800,000,000 aggregate principal amount. The 20#8s initially will be limited to
$300,000,000 aggregate principal amount. The 20gt@Ninitially will be limited to $300,000,000 aggate principal amount. We may,
without the consent of the holders of the Notesraase the principal amount of any of the 2017 dldtee 2023 Notes or the 2043 Notes in the
future, on the same terms and conditions (excegtttie issue price, the first interest payment datkthe issue date may vary) and with the
same CUSIP number as the applicable series of Neieg offered by this prospectus supplement. Toe&of each series will be our senior
unsecured and unsubordinated obligations and avikk equally in right of payment with all of our stihg and future senior indebtedness and
senior to all of our existing and future subordathindebtedness. In addition, the Notes of eadbsseiill be effectively subordinated to future
secured indebtedness of ours to the extent ofgbetsisecuring such indebtedness.

Principal of, and premium, if any, and net& on the Notes will be payable, and transfeth®Notes will be registrable, at our office or
agency in the Borough of Manhattan, The City of Navk. Transfers of the Notes will also be regibteaat any of our other offices or
agencies that we may maintain for that purpose.Ndtes are to be issued in denominations of $2q0@hy multiple of $1,000 in excess
thereof. No service charge will be made for anystegtion of transfer or exchange of Notes, exéepany tax or other governmental charge
that may be imposed in connection therewith.

Subsidiary Guarantee
General

Our obligations under the Senior Indentumd the Notes of each series, including paymenptiotipal of, and premium, if any, and
interest on the Notes of each series, will be fatlig unconditionally guaranteed by our subsidiBrincipal Financial Services (the "Subsidiary
Guarantor"), which is an intermediary holding compavhose assets include all of the outstandingeshaf our principal operating companies.
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Ranking

Each Subsidiary Guarantee will be a semisecured and unsubordinated obligation of the i8ialpg Guarantor and will rank equally in
right of payment with all of its existing and futusenior indebtedness and senior to all of itstiexigind future subordinated indebtedness. In
addition, each Subsidiary Guarantee will be effetyi subordinated to future secured indebtednefiseoBubsidiary Guarantor to the extent of
the assets securing such indebtedness.

Modification of each Subsidiary Guarante

Each Subsidiary Guarantee may be modifieahmended on the same terms as the Senior Indenayéde modified or amended as
described under "Description of the Debt Securiidodification and Waiver" in the accompanying prespus.

Merger or Consolidation of the Subsidiary Guarant:

Each Subsidiary Guarantee will provide that Subsidiary Guarantor will not consolidate withmerge with or into any other person or
convey, transfer or lease its assets substantialpn entirety to any person, and no person magotidate with or merge with or into the
Subsidiary Guarantor, unless:

. the Subsidiary Guarantor or Principal Financial @xdnc. will be the surviving company in any marge consolidation, or

. if the Subsidiary Guarantor consolidates with orges into another person or conveys, transfersamds its assets substantially
as an entirety to any person, the successor p&sonentity organized and validly existing under laws of the United States
America or any state thereof or the District of @nbia, and the successor entity expressly assulhnaslze obligations of the
Subsidiary Guarantor under the Senior Indenturesacti Subsidiary Guarantee, and

. immediately after giving effect to the consotida, merger, conveyance, transfer or lease thastseno event of default, and no
event which, after notice or lapse of time or betbuld become an event of default, and

. other conditions described in such Subsidiary Qutamare met.

Each Subsidiary Guarantee will further pdevthat upon any consolidation of the Subsidianaantor with, or merger of the Subsidiary
Guarantor into, another person or any conveyanaesfer or lease of the assets of the Subsidiagr&tor substantially as an entirety to any
person, the successor person formed by such cdatioh or into which the Subsidiary Guarantor igged or to which such conveyance,
transfer or lease is made shall succeed to, asdliituted for, and may exercise every right amalgy of, the Subsidiary Guarantor under ¢
Subsidiary Guarantee with the same effect as i successor person had been named as the Sub&diargintor, and thereafter, except in the
case of any lease, the Subsidiary Guarantor shaklieved of all obligations and covenants undehsSubsidiary Guarantee.

This covenant would not apply to the direcindirect conveyance, transfer or lease of mlroy portion of the stock, assets or liabilitiés o
any of the Subsidiary Guarantor's wholly owned gliages to the Subsidiary Guarantor, Principaldficial Group, Inc. or to other wholly
owned subsidiaries of the Subsidiary Guarantoaddition, this covenant would not apply to any pdization transaction, a change of
control of the Subsidiary Guarantor or a highlydeged transaction unless such transaction or ehafngpntrol were structured to include a
merger or consolidation by the Subsidiary Guaraatahe conveyance, transfer or lease of the SigvgiGuarantor's assets substantially as al
entirety.
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Interest; Maturity; No Sinking Fund

Each Note will bear interest from Novemb&r 2012 payable semiannually on May 15 and Noverhb®f each year, beginning May 15,
2013 to the person in whose name the Note is srgidt subject to certain exceptions as provideddrSenior Indenture, at the close of
business on May 1 or November 1, as the case magnbeediately preceding such May 15 and NovembeiTh® 2017 Notes will bear inter
at a rate of 1.850% per year. The 2017 Notes wallure on November 15, 2017. The 2023 Notes wilt bearest at a rate of 3.125% per year.
The 2023 Notes will mature on May 15, 2023. The2Nétes will bear interest at a rate of 4.350%ymar. The 2043 Notes will mature on
May 15, 2043. Interest on the Notes will be comgudr the basis of a 360-day year comprised of 8l-day months. The Notes are not
subject to any sinking fund provision.

If any interest payment date or maturitiedalls on a day that is not a business day,&faired payment shall be made on the next
business day as if it were made on the date sughgrat was due and no interest shall accrue onrtioeiat so payable for the period from and
after such interest payment date or maturity detehe case may be.

Optional Redemption

We may redeem the Notes of each seriegjradption, at any time (the "Redemption Date"vimole or from time to time in part at a
redemption price equal to the greater of:

(&) 100% of the principal amount of thetés being redeemed, or

(b) an amount equal to the sum of thegmevalues of the remaining scheduled paymemsiméipal and interest on the Notes to
be redeemed (not including any portion of the paymnef interest accrued as of such Redemption Ridepunted to such Redemption
Date on a semiannual basis (assuming a 360 daycgaaisting of twelve 3@ay months) at the Treasury Rate, plus (i) 20 basists ir
respect of the 2017 Notes, (ii) 20 basis pointespect of the 2023 Notes and (iii) 25 basis pamtespect of the 2043 Notes, each as
calculated by an Independent Investment Banker;

plus, in any of the above cases, accruddiapaid interest on the Notes to be redeemedit@luding, such Redemption Date.

If we have given notice as provided in $@nior Indenture and made funds available for¢kdemption of any Notes called for redemp
on the Redemption Date referred to in that notitese Notes will cease to bear interest on thaeRgtion Date. Any interest accrued to the
date fixed for redemption will be paid as specifieduch notice. We will give written notice of argdemption of any Notes to holders of the
Notes to be redeemed at their addresses, as shatva security register for the Notes, at leasti®@s and not more than 60 days prior to
date fixed for redemption. The notice of redemptiok specify, among other items, the date fixedfiedemption, the redemption price and the
aggregate principal amount of the Notes to be madee

If we choose to redeem less than all ofNb&es of a series, the particular Notes to beewexds shall be selected by the trustee not more
than 45 days prior to the Redemption Date. Theasuwill select the method in its sole discretiorsuch manner as it shall deem appropriate
and fair, for the Notes to be redeemed in part.

As used in this prospectus supplement;

"Comparable Treasury Issue" means the dr8tates Treasury security selected by the Indegr#ridvestment Banker as having a
maturity comparable to the remaining term of thedddo be redeemed that would be utilized, atithe bf selection and in accordance with
customary financial practice, in pricing new issoésorporate debt securities of comparable mattoithe remaining term of the Notes.
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"Comparable Treasury Price" means, witpeesto any Redemption Date for the Notes, theameeof the Reference Treasury Dealer
Quotations for such Redemption Date, after exclgidire highest and lowest of such Reference Tred3eayer Quotations, or if we obtain
fewer than five such Reference Treasury Dealer &iawis, the average of all such quotations.

"Independent Investment Banker" means dapendent investment banking institution of natimt@nding appointed by us.

"Reference Treasury Dealer" means eachrediCSuisse Securities (USA) LLC, Deutsche BanéuBiges Inc., Goldman, Sachs & Co.
and UBS Securities LLC and two other primary U.8ve@rnment securities dealers (each, a "PrimaryshrgeDealer"), as specified by us;
provided that if any of Credit Suisse SecuritieSA)Y LLC, Deutsche Bank Securities Inc., Goldmargtsa& Co. and UBS Securities LLC or
any Primary Treasury Dealer as specified by ud skake to be a Primary Treasury Dealer, we wilktitute therefor another Primary Treas
Dealer.

"Reference Treasury Dealer Quotations" ragaith respect to the Reference Treasury Dealtiaag Redemption Date, the average, as
determined by us, of the bid and asked priceshi®iGomparable Treasury Issue (expressed, in eaeh &g a percentage of its principal
amount) quoted in writing to us by such Referenasa3ury Dealer at 5:00 p.m., New York City time tba third business day preceding such
Redemption Date.

"Treasury Rate" means the rate per yeaalgquthe semiannual equivalent yield to maturityh@ Comparable Treasury Issue, calculated
using a price for the Comparable Treasury Issupréssed as a percentage of its principal amoungleq the Comparable Treasury Price for
such Redemption Date. The Treasury Rate shall loalated on the third business day preceding thideRgption Date.

Special Mandatory Redemption

If, for any reason, (i) the acquisition&dministradora de Fondos de Pensiones Cuprum SCAipfum") is not completed in accordance
with the SPA on or prior to November 19, 2013,ipmfior to such date, the SPA is terminated, wi r@deem each series of Notes on the
Special Mandatory Redemption Date at the Specialddeory Redemption Price. Notice of a special meorgiaedemption will be mailed, wi
a copy to the trustee, promptly after the occureesfche event triggering such redemption to eatidr of the Notes at its registered address.
If funds sufficient to pay the Special Mandatoryd@mption Price of all of the Notes of each serielse redeemed on the Special Mandatory
Redemption Date are deposited with The Bank of Nevk Mellon Trust Company, N.A., in its capacity @eying agent, on or before the
Special Mandatory Redemption Date, the Notes df secies will cease to bear interest and, other tha right to receive the Special
Mandatory Redemption Price, all rights under tlegiies of Notes shall terminate.

For the purpose of the foregoing discussioa special mandatory redemption, the followiegimtions are applicable:

"SPA" means the Sale and Purchase Prongseefent, dated October 5, 2012, by and among Eapienta S.A. and Inversiones
Banpenta Limitada, as promising sellers, and Rpaddtinancial Services, as promising buyer, as#tme may be amended.

"Special Mandatory Redemption Date" meaessarlier to occur of (1) December 19, 2013 if@gorum acquisition has not been
completed in accordance with the SPA on or pridddeember 19, 2013 or (2) the 30th day (or if sdalt is not a business day, the first
business day thereafter) following the terminatibthe SPA.

"Special Mandatory Redemption Price” meldiE% of the aggregate principal amount of eacleseri Notes together with accrued and
unpaid interest on the Notes from the date ofahiisuance
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(or the most recent interest payment date on wihieest was paid) to but excluding the Special 8édary Redemption Date.
Events of Default

In addition to the events of default setffainder "Description of the Debt SecuritieBvents of Default" in the accompanying prospec
each of the following will also constitute an eveftlefault for the Notes of each series:

. default for 30 days in the payment of any intemesthe Notes of such series under the applicalitsi8iary Guarantee by the
Subsidiary Guarantor;

. default in the payment of principal of the Notesoth series, or premium, if any, when due undeagplicable Subsidiary
Guarantee by the Subsidiary Guarantor;

. default (other than those relating to paymemthie performance, or breach, of any covenant oramty in the Senior Indenture
or the applicable Subsidiary Guarantee for 90 @digs written notice;

. certain events of bankruptcy, insolvency or reoizmion with respect to the Subsidiary Guarantor; o

. the applicable Subsidiary Guarantee ceases to fodl fiorce and effect (other than in accordanc#hits terms) or the Subsidie
Guarantor denies or disaffirms its obligations urttie applicable Subsidiary Guarantee.

Global Securities

The Notes of each series will be issuetthénform of one or more global securities that Wwéldeposited with, or on behalf of, the
depositary, The Depository Trust Company ("DTCther "depositary"). Interests in the global secesitwill be issued only in denomination:
$2,000 or any multiple of $1,000 in excess therbofless and until it is exchanged in whole or intffar Notes in definitive form, a global
security may not be transferred except as a wiootdertominee of the depositary for the global séguor by a nominee of the depositary to the
depositary or another nominee of the depositarpydhe depositary or any hominee to a succesgmwsitary or a nominee of the successor
depositary.

Same-Day Settlement and Payment

Settlement for the Notes will be made by @imderwriters in immediately available funds. @ugl as the depositary continues to make
same-day settlement available to us, all paymdrmsircipal and interest on the Notes will be mégeaus in immediately available funds.

The depositary will facilitate sandey settlement for trading in the Notes until midgyiand secondary market trading activity in thetés
will therefore be required by the depositary tdlséh immediately available funds.

Book-Entry System
DTC

Initially, the Notes will be registeredtime name of Cede & Co., the nominee of the depgsifeccordingly, beneficial interests in the
Notes will be shown on, and transfers thereof kglleffected only through, records maintained bydéygositary and its participan

The depositary has advised us and the umiers as follows: the depositary is a limited4pose trust company organized under the New
York Banking Law, a "banking organization" withimet
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meaning of the New York Banking Law, a member ef thited States Federal Reserve System, a "cleaoimgpration” within the meaning of
the New York Uniform Commercial Code and a "clegragency"” registered pursuant to the provisiorSeaftion 17A of the United States
Securities Exchange Act of 1934, as amended. Thesitary holds securities that its participantsi(€bt Participants”) deposit with the
depositary. The depositary also eliminates the fieephysical movement of securities certificatgddrilitating the settlement among Direct
Participants of securities transactions, suchaassters and pledges, in deposited securities threlegtronic computerized book-entry changes
in the Direct Participants' accounts. Direct Pg#iats include securities brokers and dealersudich the underwriters, banks, trust compail
clearing corporations, and certain other orgarorati The depositary is owned by a number of ite®iParticipants and by the New York
Stock Exchange, Inc., the American Stock Exchahge,and the Financial Industry Regulatory Authgrinc. Access to the depositary's book-
entry system is also available to others such asries brokers and dealers, banks and trust corepahat clear through or maintain a
custodial relationship with a Direct Participanther directly or indirectly ("Indirect Participas). The rules applicable to the depositary an
Direct and Indirect Participants are on file witle tSEC.

The depositary advises that its establigitededures provide that:

. upon our issuance of the Notes, the depositaryonélliit the accounts of Direct Participants dedigghdy the underwriters with
the principal amounts of the Notes purchased bytiterwriters; and

. ownership of interests in the global securitiélsbe shown on, and the transfer of the ownerstilpbe effected only through,
records maintained by the depositary, the Diredti¢ipants and the Indirect Participants.

The laws of some states require that aegarsons take physical delivery in definitive foofrsecurities which they own. Persons require
to take physical delivery of securities they ownymat be able to purchase beneficial interesthénglobal securities.

So long as a nominee of the depositargaésegistered owner of the global securities, thrainee for all purposes will be considered the
sole owner or holder of the global securities uriierSenior Indenture. Except as provided belownere/ of beneficial interests in the global
securities will not be entitled to have Notes resgisd in their names, will not receive or be eatitto receive physical delivery of Notes in
definitive form and will not be considered the owsier holders thereof under the Senior Indenture.

Neither we, the trustee, any paying agentime registrar will have any responsibility atility for any aspect of the records relating to o
payments made on account of beneficial ownershigrests in the global securities, or for maintagnisupervising or reviewing any records
relating to those beneficial ownership interests.

Principal, premium and interest paymentshenNotes registered in the name of the depo&Stagminee will be made in immediately
available funds to the depositary's nominee asdfistered owner of the global securities. Undertétms of the Notes, we and the trustee wil
treat the persons in whose names the Notes atesg as the owners of those Notes for the purpfoszeiving payment of principal and
interest on those Notes and for all other purpedestsoever. Therefore, neither we, the trusteangipaying agent has any direct
responsibility or liability for the payment of pdipal or interest on the Notes to owners of berfiaterests in the global securities. The
depositary has advised us and the trustee thatritsnt practice is, upon receipt of any paymergrafcipal or interest, to credit Direct
Participants' accounts on the payment date in daoce with their respective holdings of benefigigédrests in the global securities as shown
on the depositary's records, unless the depogisyeason to believe that it will not receive pagtron the payment date. Payments by Direc
and Indirect Participants to owners of benefiaidérests in the global
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securities will be governed by standing instrucdiand customary practices, as is the case withiiesiheld for the accounts of customers in
bearer form or registered in "street name," antibvéilthe responsibility of the Direct and Indir@articipants and not of the depositary, the
trustee or us, subject to any statutory requiremtrat may be in effect from time to time. Paynmarincipal and interest to the depositary is
our responsibility or the responsibility of thedtee; disbursement of those payments to the ovarfidrsneficial interests in the global securities
shall be the responsibility of the depositary ani@& and Indirect Participants.

Notes represented by a global security élexchangeable for Notes in definitive form &éltenor as the global security in
denominations of $2,000 or any multiple of $1,00@xcess thereof if the depositary notifies us ithatunwilling or unable to continue as
depositary for the global security or if at anydithe depositary ceases to be a clearing agenistereml under applicable law and a successot
depositary is not appointed by us within 90 daywerin our discretion at any time determine nateiguire all of the Notes to be representer
a global security and notify the trustee thereafy Alotes that are exchangeable pursuant to thegiregy sentence are exchangeable for Notes
issuable in authorized denominations and registersdch names as the depositary shall direct.e8ubp the foregoing, a global security is
exchangeable, except for a global security or dlebeurities of the same aggregate denominatiobs tegistered in the name of the depos
or its nominee.

Clearstream Banking, société anonyme ('{Gte@am") and Euroclear Bank S.A./N.V. ("Euroclgddve provided us with the following
information and neither we nor the underwritersetaky responsibility for its accuracy:

Clearstream

Clearstream is incorporated under the lafAisixembourg as a professional depositary. Clezaist holds securities for its participating
organizations and facilitates the clearance aritbsetnt of securities transactions between Clesasirparticipants through electronic book-
entry changes in accounts of Clearstream partitspémereby eliminating the need for physical mogahof certificates. Clearstream provides
to Clearstream participants, among other thingsjees for safekeeping, administration, clearamue settlement of internationally traded
securities and securities lending and borrowinga@tream interfaces with domestic securities niaiikeseveral countries. As a professional
depositary, Clearstream is subject to regulatiothieyluxembourg Commission for the Supervisiorhef Einancial Sectorommission de
Surveillance du Secteur Financier ). Clearstream participants include underwritegsusities brokers and dealers, banks, trust corepani
clearing corporations and certain other organinationd may include the underwriters. Clearstrelh®s participants are limited to securities
brokers and dealers and banks. Indirect accesksrsiream is also available to others, such akshdmokers, dealers and trust companies ths
clear through or maintain a custodial relationshith a Clearstream participant either directly mdirectly.

Distributions with respect to Notes heladicially through Clearstream will be creditedcsh accounts of Clearstream participants in
accordance with its rules and procedures, to ttenéxeceived by the U.S. depositary for Clearstrea

Euroclear

Euroclear was created in 1968 to hold sgesifor participants of Euroclear and to clead arttle transactions between Euroclear
participants through simultaneous electronic boatkyedelivery against payment, thereby eliminatihg need for physical movement of
certificates and any risk from lack of simultanetrasmsfers of securities and cash. Euroclear pmgararious other services, including
securities lending and borrowing and interacts wiimestic markets in several countries. Eurockeaperated by Euroclear Bank S.A./N.V.
under contract with Euroclear plc, a U.K.
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corporation. All operations are conducted by theoElear operator, and all Euroclear securitiesrale@e accounts and Euroclear cash accoun
are accounts with the Euroclear operator, not Heao@lc. Euroclear plc establishes policy for Elgar on behalf of Euroclear participants.
Euroclear participants include banks, includingtc@rbanks, securities brokers and dealers and ptioéessional financial intermediaries and
may include the underwriters. Indirect access tmElear is also available to other firms that cldsough or maintain a custodial relationship
with a Euroclear participant, either directly odiirectly.

The Euroclear operator is a Belgian barksich it is regulated by the Belgian Banking aiméitce Commission.

Securities clearance accounts and castuatcwith the Euroclear operator are governed byTégrms and Conditions Governing Use of
Euroclear and the related Operating ProcedurdseoEuroclear System, and applicable Belgian laWgciively, the "Terms and Conditions").
The Terms and Conditions govern transfers of seesr@nd cash within Euroclear, withdrawals of siies and cash from Euroclear, and
receipts of payments with respect to securitielSuroclear. All securities in Euroclear are heldadiungible basis without attribution of speci
certificates to specific clearance accounts. Th®&ear operator acts under the Terms and Conditioiy on behalf of Euroclear participants
and has no record of or relationship with persasidihg through Euroclear participants.

Distributions with respect to Notes heladikcially through Euroclear will be credited taethash accounts of Euroclear participants in
accordance with the Terms and Conditions, to thertxeceived by the U.S. depositary for Euroclear.

Euroclear has further advised us that itoresvho acquire, hold and transfer interests énNbtes by boolentry through accounts with t
Euroclear operator or any other securities inteiargdare subject to the laws and contractual promsgoverning their relationship with their
intermediary, as well as the laws and contractuatipions governing the relationship between sutingermediary and each other
intermediary, if any, standing between themselvekthe global securities certificates.

Global Clearance and Settlement Procedures

Secondary market trading between Cleanstigaticipants and/or Euroclear participants wiltor in the ordinary way in accordance with
the applicable rules and operating procedures @uGtream and Euroclear and will be settled usiagptocedures applicable to conventional
eurobonds in immediately available funds.

Cross market transfers between personsrgpttirectly or indirectly through DTC, on the ohand, and directly or indirectly through
Clearstream participants or Euroclear participamtsthe other, will be effected through DTC in actamce with DTC rules on behalf of the
relevant European international clearing systeritdbl.S. depositary; however, such cross markestetions will require delivery of
instructions to the relevant European internatiahedring system by the counterparty in such systeatcordance with its rules and
procedures and within its established deadlinesofigan time). The relevant European internatiolearing system will, if the transaction
meets its settlement requirements, deliver instrastto its U.S. depositary to take action to dffetal settlement on its behalf by delivering or
receiving Notes through DTC, and making or recgjypayment in accordance with normal proceduresdare day funds settlement applice
to DTC. Clearstream participants and Eurocleari@pants may not deliver instructions directly beir respective U.S. depositaries.

Because of time zone differences, creditsates received through Clearstream or Euroclear eesult of a transaction with a DTC
participant will be made during subsequent seasitiettlement processing and dated the businedslitaying the DTC settlement date. Such
credits or any transactions in such Notes settlgihd such processing will be reported to the raf\Euroclear participants or Clearstream
participants on such business day. Cash receivE€teerstream or
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Euroclear as a result of sales of Notes by or tjincu Clearstream participant or a Euroclear paditi to a DTC participant will be received
with value on the DTC settlement date but will baikable in the relevant Clearstream or Eurocleahcaccount only as of the business day
following settlement in DTC.

Although DTC, Clearstream and Euroclearehagreed to the foregoing procedures in orderdiitite transfers of Notes among
participants of DTC, Clearstream and Euroclealy #ire under no obligation to perform or continu@ésform such procedures and such
procedures may be modified or discontinued at ang.tNeither we nor the trustee will have any reslality for the performance by DTC,
Euroclear or Clearstream or their respective dioedéndirect participants of their obligations undee rules and procedures governing their
operations.
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U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of certairSUfederal income tax considerations relating éopirchase, ownership and disposition of the
Notes by U.S. and N-U.S. Holders (each as defined below) that purcki@s®lotes at their issue price (generally the firice at which a
substantial amount of the Notes of the applicabtées is sold, excluding sales to bond houses,dosobr similar persons or organizations ac
in the capacity of underwriters, placement agentstmlesalers) pursuant to this offering and haldhsNotes as capital assets. This discussiol
is based on the U.S. Internal Revenue Code of 1@8&mended (the "Code"), U.S. Treasury regulatioomulgated or proposed thereunder
and administrative and judicial interpretationsréod, all as in effect on the date hereof, anafWhich are subject to change, possibly with
retroactive effect, or to different interpretatidrhis discussion does not address all of the &&erial income tax considerations that may be
relevant to specific Holders (as defined belowfjght of their particular circumstances or to Halelsubject to special treatment under U.S.
federal income tax law (such as banks, insuranogeaies, dealers in securities or other Holdersgeaerally mark their securities to market
for U.S. federal income tax purposes, &xempt entities, retirement plans, regulated imaest companies, real estate investment trustsin
former citizens or residents of the United Staltedders that hold a Note as part of a straddlegbedonversion or other integrated transactior
or U.S. Holders that have a "functional currenciien than the U.S. dollar). This discussion dodsaddress any U.S. state or local or nhs-
tax considerations or any U.S. federal estate pgiftiternative minimum tax considerations.

As used in this discussion, the term "WB8lder" means a beneficial owner of a Note thatUds. federal income tax purposes, is (i) an
individual who is a citizen or resident of the WnitStates, (ii) a corporation created or organizest under the laws of the United States, any
state thereof or the District of Columbia, (iii) astate the income of which is subject to U.S. fr@ldacome tax regardless of its source or (iv)
trust (x) with respect to which a court within thaited States is able to exercise primary supamisier its administration and one or more
United States persons have the authority to coattolf its substantial decisions or (y) that hagffect a valid election under applicable U.S.
Treasury regulations to be treated as a UnitectStarson.

As used in this discussion, the term "NaS-WHolder" means a beneficial owner of a Note ihatither a U.S. Holder nor a partnership
for U.S. federal income tax purposes and the tétolder" means a U.S. Holder or a Non-U.S. Holder.

If an entity treated as a partnership fd8.UJederal income tax purposes invests in a Nb&elJ.S. federal income tax considerations
relating to such investment will depend in partmipice status and activities of such entity andpdwticular partner. Any such entity should
consult its own tax advisor regarding the U.S. fabimcome tax considerations applicable to it @aghartners relating to the purchase,
ownership and disposition of a Note.

PERSONS CONSIDERING AN INVESTMENT IN THE N@S SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING
THE U.S. FEDERAL, STATE AND LOCAL AND NON-U.S. INCME, ESTATE AND OTHER TAX CONSIDERATIONS RELATING TO
THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE NOSHEN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES.

Certain Additional Payments

As described above under the heading "Dpsmn of the Notes—Special Mandatory Redemptiavg"are required to redeem all of the
Notes on the Special Mandatory Redemption Datel¢éined under that heading) at a price equal t&d01Ltheir principal amount, plt
accrued and unpaid interest, if certain conditiaresmet. U.S. Treasury regulations provide spealab for contingent payment debt
instruments that, if applicable, could cause thertg, amount and character
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of a Holder's income, gain or loss with respe¢htoNotes to be different from those describedwelWwe intend to treat the possibility of our
making any of the above payments as not causinjtbes to be contingent payment debt instruments.t@atment will be binding on all
Holders, except a Holder that discloses its diffgireatment in a statement attached to its tirfilelgt U.S. federal income tax return for the
taxable year during which such Holder acquiredNibtes. However, our treatment is not binding onuh®. Internal Revenue Service (the
"IRS"). If the IRS were to challenge our treatmenHolder might be required to accrue income orNbees in excess of stated interest and to
treat as ordinary income, rather than capital ggam recognized on the disposition of the Notése fiemainder of this discussion assumes the
the Notes will not be treated as contingent payrdebt instruments.

U.S. Holders
Interest

In general, interest payable on a Note éltaxable to a U.S. Holder as ordinary intemesbine when it is received or accrued, in
accordance with such U.S. Holder's regular meti@tcounting for U.S. federal income tax purpo3ém Notes are not expected to be issuec
with an amount of original issue discount ("OIDHat is equal to or greater than a statutorily afise minimis amount. However, if a Note is
issued with an amount of OID that is equal to @ager than the statutorily defindd minimis amount, each U.S. Holder of such Note generall
will be required to include OID in its income asdcrues, regardless of its regular method of atauy for U.S. federal income tax purposes,
using a constant yield method, possibly before 4li&h Holder receives any payment attributablautthsncome. The remainder of this
discussion assumes that the Notes are not issub@wiamount of OID that is equal to or greatenttie statutorily definede minimis
amount.

Sale, Exchange, Retirement or Other Dispositiontbé Notes

Upon the sale, exchange, retirement orratteposition of a Note, a U.S. Holder generallyl vicognize gain or loss in an amount equi
the difference between the amount realized on salh exchange, retirement or other dispositiolnefothan any amount attributable to acci
interest, which, if not previously included in sudis. Holder's income, will be taxable as intemesbme to such U.S. Holder) and such U.S.
Holder's adjusted tax basis in such Note. Any gailoss so recognized generally will be capitahgailoss and will be long-term capital gain
or loss if such U.S. Holder has held such Noterfore than one year at the time of such sale, exgghastirement or other disposition. Net
long-term capital gain of certain non-corporate .UH8Iders is generally subject to preferential saittax. The deductibility of capital losses is
subject to limitations.

Information Reporting and Backup Withholding

Information reporting generally will apgly a U.S. Holder with respect to payments of irgeos, or proceeds from the sale, exchange,
retirement or other disposition of, a Note, unkassh U.S. Holder is an entity that is exempt frafioiimation reporting and, when required,
demonstrates this fact. Any such payments or pasctea U.S. Holder that are subject to informatigporting generally will also be subject to
backup withholding, unless such U.S. Holder prosithee appropriate documentation (generally, IR$rP#-9) to the applicable withholding
agent certifying that, among other things, its tyqy identification number (which for an individwabuld be such individual's Social Security
number) is correct, or otherwise establishes amgken.

Backup withholding is not an additional .taxy amounts withheld under the backup withholdinkgs generally will be allowed as a
refund or a credit against a U.S. Holder's U.Sefallincome tax liability if the required informati is furnished by the U.S. Holder on a timely
basis to the IRS.
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Medicare Tax

Beginning in 2013, certain U.S. Holders thi@ individuals, estates or trusts will be subjea 3.8% tax on all or a portion of their "net
investment income," which may include all or a jmrtof their interest income and net gains fromspaisition of the Notes. Each U.S. Holder
that is an individual, estate or trust should cdirigaitax advisors in this regard.

Non-U.S. Holders
General
Subject to the discussion below conceriackup withholding and FATCA:

(&) payments of principal, interest aneipium with respect to a Note owned by a Non-U.8lderr generally will not be subject
to U.S. federal withholding taxygrovided that, in the case of amounts treated as paymei$enést, (i) such amounts are not effectively
connected with the conduct of a trade or businesise United States by such Non-U.S. Holder; (iglsNonU.S. Holder does not ow
actually or constructively, 10% or more of the ta@mbined voting power of all classes of our steokitled to vote; (iii) such Nok).S.
Holder is not a controlled foreign corporation désed in section 957(a) of the Code that is relateds through stock ownership;

(iv) such Non-U.S. Holder is not a bank whose neicef such amounts is described in section 881)@j3of the Code; and (v) the
certification requirements described below aresfiati; and

(b) a Non-U.S. Holder generally will iz subject to U.S. federal income or withholdingda any gain recognized on the sale,
exchange, retirement or other disposition of a Nadess (i) such gain is effectively connectechwiite conduct of a trade or busines
the United States by such Non-U.S. Holder or (iplsNon-U.S. Holder is an individual who is presenthe United States for 183 days
or more in the taxable year of such sale, exchamgieement or other disposition and certain ottwrditions are met (in each case,
subject to the provisions of an applicable taxtyea

The certification requirements referredntalause (a)(v) above generally will be satisfilethe Non-U.S. Holder provides the applicable
withholding agent with a statement, generally o8 Form W-8BEN, signed under penalties of perjuigtirsg, among other things, that such
Non-U.S. Holder is not a United States person. U.8a3ury regulations provide additional rules foraeNheld through one or more
intermediaries or pass-through entities.

If the requirements set forth in clausealadve are not satisfied with respect to a Non-H@der, amounts treated as payments of intere:
generally will be subject to U.S. federal withholgitax at a rate of 30%, unless another exempgi@pplicable. For example, an applicable ta:
treaty may reduce or eliminate this withholding ifasuch Non-U.S. Holder provides the appropriateuimentation (generally, IRS Form W-
8BEN) to the applicable withholding agent.

If a Non-U.S. Holder is engaged in the agrtf a trade or business in the United Statesjfsammounts treated as interest on a Note or &
gain recognized on the sale, exchange, retirenresther disposition of a Note are effectively cociee with such trade or business, such Non
U.S. Holder generally will not be subject to U.8déral withholding tax on such amourgsyvided that, in the case of amounts treated as
interest, such Non-U.S. Holder provides the appadpidocumentation (generally, IRS Form W-8ECRhe applicable withholding agent.
Instead, such Non-U.S. Holder generally will bejeabto U.S. federal income tax on such interegain in substantially the same manner as
U.S. Holder (except as provided by an applicabtdrieaty). In addition, a Non-U.S. Holder that isaporation may be subject to a branch
profits tax at the rate of 30% (or a lower ratpribvided by an applicable tax treaty) on its effedy connected income for the taxable year,
subject to certain adjustments.
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FATCA Legislation

Legislation enacted on March 18, 2010, camiynreferred to as the Foreign Account Tax Comma&@Act provisions, or "FATCA,"

generally imposes a withholding tax of 30% on paytaef (i) interest on a debt obligation of a UsSuer on or after January 1, 2014, and

(ii) gross proceeds from the sale or other dispmsibf such a debt obligation on or after JanuargQil7, in each case made to (a) a foreign
financial institution (as a beneficial owner orasintermediary), unless such institution enters an agreement with the U.S. government (or
is required by applicable local law) to collect grdvide to the U.S. or other relevant tax authesitertain information regarding U.S. account
holders of such institution; or (b) a foreign entiat is not a financial institution (as a beniefiowner or as an intermediary), unless such
entity provides the withholding agent with a céctition that it does not have any substantial Gvers or identifying its substantial U.S.
owners, which generally includes any specified p&son that directly or indirectly owns more tlaaspecified percentage of such entity.

Pursuant to proposed U.S. Treasury reguiatiFATCA generally does not apply to a debt @ian outstanding on January 1, 2013,
unless such debt obligation undergoes a "significadification" (within the meaning of Treasury Reggion section 1.1003) after such dat:
However, these regulations are currently only mppsed form and have yet to be finalized. Non-bl@ders should consult their own tax
advisers regarding the application of FATCA to iaes.

Information Reporting and Backup Withholding

Amounts treated as payments of interest biote to a Non-U.S. Holder and the amount of aryithheld from such payments generally
must be reported annually to the IRS and to suai™&. Holder.

The information reporting and backup withtiog rules that apply to payments of interest td.&. Holder generally will not apply to
amounts treated as payments of interest to a N&n#dblder if such Non-U.S. Holder certifies undenalties of perjury that it is not a United
States person (generally by providing an IRS ForrBBEN) or otherwise establishes an exemption.

Proceeds from the sale, exchange, retireoresther disposition of a Note by a Non-U.S. Huldffected through a non-U.S. office of a
U.S. broker or of a non-U.S. broker with certaiedfied U.S. connections generally will be subjecinformation reporting, but not backup
withholding, unless such Nod:S. Holder certifies under penalties of perjuratth is not a United States person (generally foyiping an IRS
Form W-8BEN) or otherwise establishes an exemptwoceeds from the sale, exchange, retirementer disposition of a Note by a Non-
U.S. Holder effected through a U.S. office of akanogenerally will be subject to information repgt and backup withholding, unless such
Non-U.S. Holder certifies under penalties of perjurgttit is not a United States person (generallptoyiding an IRS Form W-8BEN) or
otherwise establishes an exemption.

Backup withholding is not an additional .taxy amounts withheld under the backup withholdinlgs generally will be allowed as a
refund or a credit against a Non-U.S. Holder's fe8eral income tax liability if the required infoation is furnished by such Non-U.S. Holder
on a timely basis to the IRS.
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UNDERWRITING

General

The Company, the Subsidiary Guarantor aedihderwriters for the offering named below, féttom Credit Suisse Securities (USA) LI
Deutsche Bank Securities Inc., Goldman, Sachs &@d.UBS Securities LLC are acting as represemstivave entered into an underwriting
agreement with respect to the Notes dated theadales prospectus supplement. Subject to certaiitions in the underwriting agreement,
we have agreed to sell to each of the underwritansed below and each underwriter has severallynahpbintly, agreed to purchase the
principal amount of Notes indicated in the follogitable.

Principal Principal Principal
Amount Amount Amount
of the 2017 of the 2023 of the 2043

Underwriter Notes Notes Notes
Credit Suisse Securities (US,
LLC. $ 50,000,00 $ 50,000,000 $ 50,000,00
Deutsche Bank Securities In 50,000,00 50,000,00 50,000,00
Goldman, Sachs & Cc 50,000,00 50,000,00 50,000,00
UBS Securities LLC 50,000,00 50,000,00 50,000,00
Merrill Lynch, Pierce, Fenner
& Smith

Incorporate 30,000,00 30,000,00 30,000,00
Morgan Stanley & Co. LL( 30,000,00 30,000,00 30,000,00
HSBC Securities (USA) Inc 8,000,001 8,000,00! 8,000,001
RBS Securities Inc 8,000,001 8,000,00! 8,000,001
Santander Investment
Securities Inc. 8,000,001 8,000,00! 8,000,001
The Williams Capital Group,
L.P. 8,000,001 8,000,00! 8,000,001
Wells Fargo Securities, LL! 8,000,001 8,000,001 8,000,001

Tote $ 300,000,00 $ 300,000,00 $ 300,000,00

The underwriting agreement provides thatdhligations of the underwriters to purchase th&eblin connection with this offering are
subject to the approval of legal matters by couaselother conditions. The underwriters are conemhito take and pay for all of the Notes
being offered, if any are taken.

Notes sold by the underwriters to the pubdill initially be offered at the applicable publoffering price set forth on the cover of this
prospectus supplement. Any Notes sold by the urniters to securities dealers may be sold at a disicivom the applicable public offering
price of up to 0.350% of the principal amount af 2017 Notes, 0.400% of the principal amount of2023 Notes and 0.500% of the principal
amount of the 2043 Notes, as applicable. Any sechrities dealers may resell any Notes purchased fhe underwriters to certain other
brokers or dealers at a discount from the appleghbblic offering price of up to 0.125% of the gijpal amount of the 2017 Notes, 0.250% of
the principal amount of the 2023 Notes and 0.250% @ principal amount of the 2043 Notes, as applie. If all of the Notes of a series are
not sold at the applicable public offering pridee underwriters may change the offering price &medother selling terms for such series.

New Issue

The Notes of each series are a new issaeafrities with no established trading market.h&ee been advised by the underwriters tha
underwriters intend to make a market in the Nofesach series but are not obligated to do so anddisgontinue market making at any time
without notice. No assurance can be given as ttidblity of the trading market for the Notes ofyaseries.
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Underwriting Discounts

The following table shows the underwritoigcounts that we are to pay to the underwriteximection with this offering (expressed as «
percentage of principal amount):

Paid by the

Company
Per 2017 Not 0.60(%
Per 2023 Not: 0.65(%
Per 2043 Not 0.87%

Price Stabilization and Short Positions

In connection with the offering, the unddters may purchase and sell Notes in the open @bafkese transactions may include short
sales, stabilizing transactions and purchasesverqmsitions created by short sales. Short salesve the sale by the underwriters of a greate
number of Notes than they are required to purchmatiee offering. Stabilizing transactions consistertain bids or purchases made for the
purpose of preventing or retarding a decline inrttagket price of the Notes while the offering ipiogress.

The underwriters also may impose a peratty This occurs when a particular underwriter yep@ the underwriters a portion of the
underwriting discounts received by it because #peasentatives have repurchased Notes sold by tre@ccount of such underwriter in
stabilizing or short covering transactions.

These activities by the underwriters, alt agother purchases by the underwriters for thein accounts, may stabilize, maintain or
otherwise affect the market price of the Notesaufheseries. As a result, the price of the Notemach series may be higher than the price that
otherwise might exist in the open market. If thastvities are commenced, they may be discontifnyetthe underwriters at any time. These
transactions may be effected in the over-the-caounteket or otherwise.

Expenses and I ndemnification
We estimate that our share of the totakasps of the offering, excluding the underwritimgcdunts, will be approximately $750,000.

We and the Subsidiary Guarantor have agieedlemnify the several underwriters againstaieriabilities, including liabilities under tt
Securities Act of 1933, as amended.

Relationships

The underwriters and their respective iatiéls are full service financial institutions engdgn various activities, which may include
securities trading, commercial and investment bamkiinancial advisory, investment management, siment research, principal investment,
hedging, financing and brokerage activities. Cartdithe underwriters and their respective affdg@abave, from time to time, performed, and
may in the future perform, various financial adviscommercial banking and investment banking sewifor us and our affiliates, for which
they received or will receive customary fees angeeses. Certain of the underwriters provide citeditur affiliates as lenders from time to
time.

In addition, in the ordinary course of thaiisiness activities, the underwriters and thiilistes may make or hold a broad array of
investments and actively trade debt and equityr#éesi(or related derivative securities) and ficiahinstruments (including bank loans) for
their own account and for the accounts of theitamers. Such investments and securities activitiag involve securities and/or instrument
ours or our affiliates. Certain of the underwritergheir affiliates that have a lending
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relationship with us routinely hedge their credipesure to us consistent with their customary miglhagement policies. Typically, such
underwriters and their affiliates would hedge sagposure by entering into transactions which comdisither the purchase of credit default
swaps or the creation of short positions in ouusées, including potentially the Notes offered&lsy. Any such short positions could
adversely affect future trading prices of the Nat#ered hereby. The underwriters and their at@gamay also make investment
recommendations and/or publish or express indepegmdsearch views in respect of such securitidsmancial instruments and may hold, or
recommend to clients that they acquire, long anstiairt positions in such securities and instruments

European Economic Area

In relation to each Member State of theopaan Economic Area which has implemented the Botgp Directive (each, a "Relevant
Member State"), each underwriter has representédgreed that with effect from and including théedan which the Prospectus Directive is
implemented in that Relevant Member State it hasmaale and will not make an offer of the notes Wwtdce the subject of the offering
contemplated by this prospectus supplement anddb@mpanying prospectus to the public in that Relelember State other than:

(a) to any legal entity which is a qualif investor as defined in the Prospectus Diregtive

(b) to fewer than 100 or, if the Relevitégmber State has implemented the relevant Pravigidghe 2010 PD Amending
Directive, 150, natural or legal persons (othentbaalified investors as defined in the Prospeblusctive), as permitted under the
Prospectus Directive, subject to obtaining thermpransent of the Representatives for any such;affer

(c) inany other circumstances fallinghin Article 3(2) of the Prospectus Directive,

provided that no such offer of notes shall reqthieCompany or any underwriter to publish a progpepursuant to Article 3 of the Prospectus
Directive. For the purposes of this provision, éxgression an "offer of notes to the public” iratieln to any notes in any Relevant Member
State means the communication in any form and pynagans of sufficient information on the termshaf tffer and the notes to be offered so
as to enable an investor to decide to purchaselmcsibe the notes, as the same may be varieaiRiédlevant Member State by any measure
implementing the Prospectus Directive in that Refg\Member State.

This prospectus supplement and accompamyivgpectus have been prepared on the basis thaffan of notes in a Relevant Member
State will be made pursuant to an exemption urtteProspectus Directive from the requirement tdighita prospectus for offers of notes.
Accordingly any person making or intending to makeoffer in that Relevant Member State of the nateigh are the subject of the placement
contemplated by this prospectus supplement anddbempanying prospectus may only do so in circumestsiin which no obligation arises
the Company or any of the underwriters to publigaspectus pursuant to Article 3 of the Prospebiuvsctive, in each case, in relation to s
offer. Neither the Company nor the underwritersehauthorized nor do they authorize, the makinghgfafer of the notes in circumstances in
which an obligation arises for the Company or thdarwriters to publish a prospectus for such offer.

The expression "Prospectus Directive" mdzinsctive 2003/71/EC (and amendments theretoudiop the 2010 PD Amending Directive,
to the extent implemented in the Relevant Membate$tand includes any relevant implementing meaisuthe Relevant Member State and
the expression "2010 PD Amending Directive" meansdiive 2010/73/EU.

United Kingdom

This prospectus supplement and the accoyapgprospectus are only being distributed to, aredonly directed at, (1) persons who are
outside the United Kingdom, (2) investment profesals
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falling within Article 19(5) of the Financial Sengs and Markets Act 2000 (Financial Promotion) ©&f895 (the "Order"), (3) high net worth
entities falling within Article 49(2)(a) to (d) dhe Order, or (4) other persons to whom it may ldhwfbe communicated (each such person in
(1) to (4) being referred to as a "relevant perkoftie notes are only available to, and any inigtgtoffer or agreement to subscribe, purchase
or otherwise acquire the notes will be engagechlyg with, relevant persons. Any person who is natlavant person should not act or rely on
this prospectus supplement or the accompanyingpobsgs or any of their contents.
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VALIDITY OF THE NOTES

The validity of the Notes and the Subsigi@uarantees will be passed upon for us by DebewiBlimpton LLP, 919 Third Avenue, Ne
York, New York 10022, and for the underwriters biysBury Winthrop Shaw Pittman LLP, 1540 Broadwalgw York, New York 10036.
Certain legal matters relating to the issuancéefSubsidiary Guarantees will be passed upon foyu&ren E. Shaff, Executive Vice
President and General Counsel of the Company.

EXPERTS

The consolidated financial statements @fdipal Financial Group, Inc. appearing in Prin¢ipanancial Group, Inc.'s Annual Report on
Form 10-K for the year ended December 31, 2011yitieg schedules appearing therein), and the éffswéss of Principal Financial
Group, Inc.'s internal control over financial reing as of December 31, 2011 have been auditedst & Young LLP, independent
registered public accounting firm, as set fortthieir reports thereon, included therein, and inotated herein by reference. Such consolidatet
financial statements are incorporated herein bgregfce in reliance upon such reports given on ttigoaty of such firm as experts in
accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current répoproxy statements and other information with$iEC. You may read and copy any documen
that we file with the SEC at the SEC's Public Refiee Room at 100 F Street, N.E., Washington, D064Q. You may obtain information on
the operation of the Public Reference Room bymgllhe SEC at 1-800-SEC-0330. In addition, the &&@htains an Internet site at
http://www.sec.gov, from which interested persoas electronically access our filings with the SEt€|uding the registration statement to
which this prospectus supplement relates (incluttegexhibits and schedules thereto).

The SEC allows us to "incorporate by refee? the information we file with them, which meahat we can disclose important
information to you by referring you to those documse The information incorporated by referencenisnaportant part of this prospectus
supplement, and information that we file later witile SEC prior to the termination of the offeringder this prospectus supplement will
automatically update and supersede this informatéa incorporate by reference the documents liseddw and all documents we file with t
SEC pursuant to Section 13(a), 13(c), 14 or 15{the Securities Exchange Act of 1934, as amenalbér than reports or portions thereof
furnished under Item 2.02 or 7.01 on Form 8-K aatispecifically incorporated by reference, priothie termination or completion of the
offering under this prospectus supplement:

(@) Our Annual Report on Form 10-K foe fiscal year ended December 31, 2011;
(b) Our Quarterly Reports on Form 10-@tfe quarters ended September 30, 2012, Juné3Q,ghd March 31, 2012;

(c) Our Current Reports on Form 8-K filmdNovember 13, 2012, October 9, 2012, Septembe2d12, September 5, 2012,
May 25, 2012, February 2, 2012 and January 20, ;201®

(d) Our Proxy Statement filed on April, 2012 for the 2012 Annual Meeting of Stockholders.

You can obtain any of the filings incorpi by reference in this prospectus supplementitirais or from the SEC through the SEC's
Internet site or at the address listed above. Yay raquest orally or in writing, without charges@py of any or all of the documents which are
incorporated in this prospectus supplement by eefe, other than exhibits to such documents (usleds exhibits are specifically
incorporated by reference into such documents)uBstg for such copies should be directed to theeofff the Corporate Secretary, Principal
Financial Group, Inc., 711 High Street, Des Moiresa 50392, Telephone: (515) 247-5111.
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PROSPECTUS

Principal Financial Group, Inc.

Debt Securities
Junior Subordinated Debt Securities
Junior Subordinated Debentures

Preferred Stock
Common Stock

Depositary Shares

Warrants

Purchase Contracts

Purchase Units

Principal Capital |

Principal Capital 11

Principal Capital 111
Preferred Securities Guaranteed

as Described in this Prospectus
and the Accompanying Prospectus Supplement
by Principal Financial Group, Inc.

By this prospectus, we may offer from titndime the securities described in this prospestysrately or together in any combination an
the trusts may offer from time to time the trustfprred securities.

We will provide specific terms of any sdties and any associated subsidiary guarantee tdféeed in supplements to this prospectus.
You should read this prospectus and any suppleoagafully before you invest. A supplement may alsange, add to, update, supplement or
clarify information contained in this prospectus.

We will not use this prospectus to confsates of any of our securities unless it is attddbea prospectus supplement.
Unless we state otherwise in a prospeatpplement, we will not list any of these securitiesany securities exchange.
Our Common Stock is listed on the New Y8tlkck Exchange under the symbol "PFG".

We or the trusts may offer and sell thesmusties to or through one or more agents, undtsy dealers or other third parties or directly
to one or more purchasers on a continuous or delagsis.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securitiesor determined if this prospectusistruthful or complete. Any representation to the
contrary isa criminal offense.

The date of this prospectus is May 24, 2011
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ABOUT THISPROSPECTUS

This prospectus is part of a registratimtesnent on Form S-3 that we and the trusts filgd the Securities and Exchange Commission
utilizing a "shelf" registration process. UnderstBhelf process, we and the trusts are registanngnspecified amount of each class of the
securities described in this prospectus, and wegabiyany combination of the securities descrilvethis prospectus in one or more offerings,
and the trusts may sell their trust preferred s@ear In addition, we or the trusts or any of threispective affiliates may use this prospectus
the applicable prospectus supplement in a remaigketi other resale transaction involving the sei@sriafter their initial sale. This prospectus
provides you with a general description of the sigéies we or the trusts may offer. Each time wehar trusts sell securities, we or the trusts
provide a prospectus supplement that will contpic#ic information about the terms of that offeriiThe prospectus supplement may also ac
to, change, update, supplement or clarify infororationtained in this prospectus. Any statementwleatake in this prospectus will be
modified or superseded by any inconsistent statemade by us in a prospectus supplement. The ofifdtge Securities and Exchange
Commission allow us to incorporate by referencerimiation into this prospectus. This informationdrgorated by reference is considered to
be a part of this prospectus, and information wfile later with the Securities and Exchange Cassion will automatically update and
supersede this information. See "Incorporation bfeRence.” You should read both this prospectusaagcrospectus supplement together
with additional information described under thediag "Where You Can Find More Information.”

No person has been authorized to give migyrnation or to make any representations, othem those contained or incorporated by
reference in this prospectus and, if given or madeh information or representation must not biedalpon as having been authorized by
Principal Financial Group, Inc., or any underwritggent, dealer or remarketing firm. Neither thivéey of this prospectus nor any sale made
hereunder shall under any circumstances createxglication that there has been no change in tfarafof Principal Financial Group, Inc.
since the date hereof or that the information doethor incorporated by reference herein is cormsaf any time subsequent to the date of
information. This prospectus does not constituteféer to sell or a solicitation of an offer to bapy securities by anyone in any jurisdiction in
which such offer or solicitation is not authorizedin which the person making such offer or sdditttn is not qualified to do so or to any
person to whom it is unlawful to make such offesolicitation.

Unless otherwise indicated, or the cont¢lierwise requires, references in this prospecittiset "trusts" are to Principal Capital I, Prind
Capital Il and Principal Capital Ill, collectiveland references to a "trust" are to Principal GapjtPrincipal Capital 1l or Principal Capital JII
individually. Unless otherwise indicated, or thentaxt otherwise requires, references in this proseto "Principal,” "we," "us" and "our" or
similar terms are to Principal Financial Group,.land its subsidiaries, references to the "Subgidiaarantor" are to Principal Financial
Services, Inc., and references to "Principal L#e# to Principal Life Insurance Company.
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FORWARD-LOOKING STATEMENTS

Certain of the statements contained inghisspectus or incorporated by reference are fath@oking statements. These forward-looking
statements are made pursuant to the safe harbasiprts of the Private Securities Litigation Refofrot of 1995 and include estimates and
assumptions related to economic, competitive agidlitive developments. These forward-looking stesets are subject to change and
uncertainty which are, in many instances, beyorrccontrol and have been made based upon managsregpéctations and beliefs concerr
future developments and their potential effect upsnThere can be no assurance that future develasnwill be in accordance with
management's expectations or that the effect afdudevelopments on us will be those anticipatethbypagement. Actual results could differ
materially from those expected by us, dependintheroutcome of various factors, including but fmited to, those set forth in our most
recently filed Annual Report on Form 10-K (as udbfrom time to time). These factors include:

. adverse capital and credit market conditions siggificantly affect our ability to meet liquidityeeds, as well as our access to
capital and cost of capital;

. continued difficult conditions in the global capitaarkets and the economy generally may materaily adversely affect our
business and results of operations;

. continued volatility or further declines in tequity markets could reduce our assets under maregg"AUM") and may result
in investors withdrawing from the markets or desieg their rates of investment, all of which cowdduce our revenues and net
income;

. changes in interest rates or credit spreads magrsely affect our results of operations, financ@idition and liquidity, and our

net income can vary from period-to-period,;

. our investment portfolio is subject to several sigtkat may diminish the value of our invested asartl the investment returns
credited to customers, which could reduce our saede®nues, AUM and net income;

. our valuation of fixed maturities and equity seties may include methodologies, estimations asglimptions which are subject
to differing interpretations and could result iraolyes to investment valuations that may materaliyersely affect our results of
operations or financial condition;

. the determination of the amount of allowances amgkirments taken on our investments requires estinmand assumptions
which are subject to differing interpretations aodlld materially impact our results of operationgimancial position;

. gross unrealized losses may be realized ortrigsflture impairments, resulting in a reductiarour net income;

. competition from companies that may have greatancial resources, broader arrays of produdtger ratings and stronger
financial performance may impair our ability toaiet existing customers, attract new customers agidtain our profitability;

. a downgrade in our financial strength or crediingg may increase policy surrenders and withdrawetiuce new sales and
terminate relationships with distributors, impaxiséng liabilities and increase our cost of capitay of which could adversely
affect our profitability and financial condition;

. our efforts to reduce the impact of interes¢ r@ttanges on our profitability and retained eamimgy not be effective;

. if we are unable to attract and retain sales reptasives and develop new distribution sourcegssafl our products and servic
may be reduced;
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our international businesses face political, legpérational and other risks that could reducepoafitability in those businesse

we may face losses if our actual experience diffegsificantly from our pricing and reserving asgiions;

our ability to pay stockholder dividends and inaé obligations may be constrained by the linttag on dividends lowa
insurance laws impose on Principal Life;

the pattern of amortizing our deferred policgaisition costs and other actuarial balances oruaiversal life-type insurance
contracts, participating life insurance policiesl @ertain investment contracts may change, impadtath the level of the asset
and the timing of our net income;

we may need to fund deficiencies in our closedbl8€losed Block") assets;

a pandemic, terrorist attack or other catastimphent could adversely affect our net income;

our reinsurers could default on their obligatiam increase their rates, which could adversepairhour net income and
profitability;

we face risks arising from acquisitions of busiesss
changes in laws, regulations or accounting starsdausay reduce our profitability;

a computer system failure or security breach cdigdupt our business, damage our reputation andraély impact our
profitability;

results of litigation and regulatory investigatianay affect our financial strength or reduce owfipability;

from time to time we may become subject to tadits, tax litigation or similar proceedings, argdaaresult we may owe
additional taxes, interest and penalties in amotinatsmay be material;

fluctuations in foreign currency exchange ratesld reduce our profitability;

applicable laws and our stockholder rights plantifteate of incorporation and by-laws may discaygaakeovers and business
combinations that some stockholders might considéreir best interests;

our financial results may be adversely impacteglbpal climate changes; and

the risk factors or uncertainties listed from titogime in any prospectus supplement or any doctiiearporated into this
prospectus by reference.

We undertake no obligation to update piyplicese forward-looking statements to reflect nefermation, future events or otherwise.

iv
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NOTE REGARDING RELIANCE ON STATEMENTSIN OUR CONTRACTS

In reviewing the agreements included astatehto any of the documents incorporated by eiee into this prospectus and the
accompanying prospectus supplements, please remémalbéhey are included to provide you with infation regarding their terms and are
not intended to provide any other factual or disale information about Principal, its subsidiadeshe other parties to the agreements. The
agreements contain representations and warrantieadh of the parties to the applicable agreenTdrgse representations and warranties hav
been made solely for the benefit of the other pattib the applicable agreement and:

. should not in all instances be treated as categjastatements of fact, but rather as a way of atlag the risk to one of the
parties if those statements prove to be inaccurate;

. have been qualified by disclosures that were madeet other party in connection with the negotiatd the applicable
agreement, which disclosures are not necessaficted in the agreement;

. may apply standards of materiality in a way ibatifferent from what may be viewed as matedahtestors; and

. were made only as of the date of the applicagfeement or such other date or dates as may biisgén the agreement and
are subject to more recent developments.

Accordingly, these representations and warrantigg mot describe the actual state of affairs ab®ffate they were made or at any other time
Additional information about Principal and its sigiaries may be found elsewhere in this prospeatusthe accompanying prospectus
supplement, as well as Principal's other publinds, which are available without charge through $C website at www.sec.gov.

\
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PRINCIPAL FINANCIAL GROUP, INC.

The Principal Financial Group is a leadingvider of retirement savings, investment andriasce products and services with
$327.4 billion in AUM and approximately 16 milliaustomers worldwide as of March 31, 2011.

Our U.S. and international operations cotrege primarily on asset accumulation and asseegement. In addition, we offer a broad
range of individual and group life insurance, indial and group disability insurance and group dlesmd vision insurance.

We primarily focus on small and medium-dibeisinesses, which we define as companies wishthes 1,000 employees, providing a
broad array of retirement and employee benefittemia to meet the needs of the business, the ssmener and their employees. We are the
leading provider of corporate defined contributmans in the U.S., according to Spectrem Group.a¥éealso the leading employee stock
ownership plan consultant. In addition, we areaalileg provider of nonqualified plans, defined bémahns and plan termination annuities. We
are also one of the largest providers of non-médisarance product solutions.

We believe small and mediwsized businesses are an underserved market, offattiactive growth opportunities in the U.S. itirement
services and other employee benefits. We alsouetleere is a significant opportunity to leverage 0.S. retirement expertise into select
international markets that have adopted or are ngowoward private sector defined contribution pensiystems. This opportunity is
particularly compelling as aging populations arotimelworld are driving increased demand for ret@atraccumulation, retirement asset
management and retirement income management swutio

We organize our business into the followiegortable segmentgt) Retirement and Investor Services, which providesraprehensive
portfolio of asset accumulation products and ses/for retirement savings and investment to busagand individuals, with a concentration
on small and medium-sized busines$k;Principal Global Investors, which provides a dégerange of asset management services covering
broad range of asset classes, investment stylepatfdlio structures to our other segments anditparty institutional clientg(3) Principal
International, which provides retirement produgctd aervices, annuities, mutual funds, instituticasdet management and life insurance
accumulation products through acquisitions, stprbperations and joint ventures in various coustr@ad(4) U.S. Insurance Solutions, which
provides individual life insurance and specialtyé#s, which include group dental, group visiomup life, group disability, wellness and
individual disability insurance throughout the UVBe also have a Corporate segment, which condiste @assets and activities that have not
been allocated to any other segment.

We were organized as an individual lifeuirgs in 1879 and formed a mutual insurance holdimgpany in 1998. Principal Financial
Group, Inc. was organized on April 18, 2001, asstaldare business corporation. Under the termsio€ipal Mutual Holding Company's Plan
of Conversion, Principal Mutual Holding Company eerted from a mutual insurance holding company stoak company subsidiary of
Principal Financial Group, Inc., and merged intmé&lpal Financial Services, Inc. on October 26, 208®hen we completed our initial public
offering.

The principal executive office for both itipal Financial Group, Inc. and Principal Finah8arvices, Inc. is located at 711 High Street,
Des Moines, lowa 50392, and the telephone numh@éis) 247-5111.
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THE PRINCIPAL CAPITAL TRUSTS

We created each trust as a Delaware stgttrigst pursuant to a trust agreement. We wilkeirito an amended and restated trust
agreement for each trust, which will state the teamd conditions for the trust to issue and sefpieferred securities and common securities.
We will amend and restate each trust agreemetis gntirety substantially in the form filed as ahibit to the registration statement that
includes this prospectus. Each trust agreemenbwitiualified as an indenture under the Trust IhdenAct of 1939, as amended, which we
refer to in this prospectus as the "Trust IndenAgg"

Each trust exists for the exclusive purgase

. issuing and selling to the public preferred semsijtrepresenting undivided beneficial interestth@éassets of the trust,

. issuing and selling to us common securities, repr@sg undivided beneficial interests in the aseéthe trust,

. using the proceeds from the sale of the prefereedrities and common securities to acquire a cporeding series of junior
subordinated deferrable interest debentures, whehefer to in this prospectus as the "correspangiinior subordinated debt
securities,"

. distributing the cash payments it receives ftomcorresponding junior subordinated debt seesritiowns to you and the other

holders of preferred securities and us, as theeha@flcommon securities, and

. engaging in the other activities that are necessaryvenient or incidental to these purposes.

Accordingly, the corresponding junior sutinoated debt securities will be the sole assetsoh trust, and payments under the
corresponding junior subordinated debt securitiesthe related expense agreement will be the sulenue of each trust.

We will own all of the common securitieseafch trust. The common securities of a trustnaitk equally with, and payments will be mi
pro rata with, the preferred securities of thetfragcept that if an event of default under a tagseement then exists, our rights as holder of th
common securities to payment of distributions aaghpents upon liquidation or redemption will be sutdated to your rights as a holder of
the preferred securities of the trust. See "Desoripof Preferred Securities—Subordination of ComnSecurities."

Unless we state otherwise in a prospecatpplement, each trust has a term of approximatelyedrs from its date of formation. A trust
may also terminate earlier. The trustees of eadt will conduct its business and affairs. As holdfethe common securities we will initially
appoint the trustees. Initially, the trustees Wt

. Wilmington Trust Company, which will act as pesty trustee and as Delaware trustee, and

. Two of our employees or officers or those of affiliates, who will act as administrative trustee

Wilmington Trust Company, as property tegstwill act as sole indenture trustee under eash &greement for purposes of compliance
with the provisions of the Trust Indenture Act. Wihgton Trust Company will also act as trustee witlde guarantee and the junior
subordinated debt security indenture pursuant tclwve will issue the junior subordinated debt siims. See "Description of Junior
Subordinated Debt Securities" and "Description aafantee by Principal Financial Group, Inc. of Tnast Preferred Securities."

The holder of the common securities ofuatiror the holders of a majority in liquidatioreference of the preferred securities if an eve
default under the trust agreement for the trust has
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occurred and is continuing, will be entitled to ajmp, remove or replace the property trustee artti@Delaware trustee of the trust. You will
not have the right to vote to appoint, remove ptaee the administrative trustees. Only we, asthder of the common securities, will have
these voting rights. The duties and obligationtheftrustees are governed by the applicable tgreeaent. We will pay all fees and expenses
related to the trusts and the offering of the prefisecurities and will pay, directly or indirggthll ongoing costs, expenses and liabilities of
the trusts, except for payments made on the pesfexecurities or the common securities, subjetttd@uarantee.

The principal executive office of each trigs711 High Street, Des Moines, lowa 50392, Atten Corporate Secretary and its telephone
number is (515) 247-5111.

In the future, we may form additional Desae statutory trusts or other entities similariie trusts, and those other trusts or entities coul
issue securities similar to the trust securitiescdbed in this prospectus. In that event, we nsayé debt securities to those other trusts or
entities and guarantees under a guarantee agreentleméespect to the securities they may issue.ddi#t securities and guarantees we may
issue in those cases would be similar to thoseribestin this prospectus, with such modificatioegraay be described in the applicable
prospectus supplement.

USE OF PROCEEDS

Unless we state otherwise in a prospeatpplement, we intend to use the proceeds fromaleed the securities offered by this
prospectus, including the corresponding junior sdinated debt securities issued to the trusts mmeotion with their investment of all the
proceeds from the sale of preferred securitiesgémeral corporate purposes, including workingtedptapital expenditures, investments in
subsidiaries, acquisitions and refinancing of deteiuding commercial paper and other short-terdebtedness. We will include a more
detailed description of the use of proceeds ofspecific offering of securities in the prospectup@ement relating to the offering.

3
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RATIO OF EARNINGSTO FIXED CHARGES
The following table sets forth, for eachtloé periods indicated, our ratio of earnings tedi charges.

For the Three Months

Ended March 31, For the Years Ended December 31,
2011 2010 2010 2009 2008 2007 2006
Ratio of earnings to fixed charg
before interest credited on
investment produci 7.1 6.5 5.k 5.1 3.7 7.C 10.7
Ratio of earnings to fixed charg 2.€ 2.1 2.C 1.7 1.4 1.8 2.2

We calculate the ratio of "earnings to fixaarges before interest credited on investmeardymts” by dividing the sum of income from
continuing operations before income taxes (BTEgrest expense, which includes interest expenseratton uncertain tax positions (1), intel
factor of rental expense (IF) less undistributembme from equity investees (E) by the sum of irtieexxpense, which includes interest expens
incurred on uncertain tax positions (1), interesttor of rental expense (IF), preferred stock dinids by the registrant (PD) and dividends on
majority-owned subsidiary redeemable preferred ges (non-intercompany) (D). The formula for thiio is: (BT+I+IF-E) / (I+IF+PD+D).

We calculate the ratio of "earnings to fixaarges” by dividing the sum of income from couitng operations before income taxes (BT),
interest expense, which includes interest expemgeried on uncertain tax positions (1), interestda of rental expense (IF) less undistributed
income from equity investees (E) and the additibimi@rest credited on investment products (IC)rigrest expense, which includes interest
expense incurred on uncertain tax positions (tgrest factor of rental expense (IF), preferredlsttividends by the registrant (PD), dividends
on majority-owned subsidiary redeemable preferesisties (non intercompany) (D) and interest deztion investment products (IC). The
formula for this calculation is: (BT+I+IF-E+IC) I4IF+PD+D+IC). "Interest credited on investment gwots" includes interest paid on
guaranteed investment contracts, funding agreenagt®ther investment-only pension products. Simdlalebt, these products have a total
fixed return and a fixed maturity date.

DESCRIPTION OF GUARANTEE OF PRINCIPAL FINANCIAL SERVICES, INC.

Principal Financial Services, Inc. may gudee, fully and unconditionally or otherwise, obtigations with respect to any naonvertible
securities, other than common stock, as describéki applicable prospectus supplement.

If Principal Financial Services, Inc. guatees these obligations under any such secuntesyill tell you in the applicable prospectus
supplement and describe the terms of such subgigisrantee in such prospectus supplement. Unlegslivyou otherwise in the applicable
prospectus supplement, such subsidiary guarantelberan unsecured obligation of Principal Finah8ervices, Inc. and will be enforceable
against Principal Financial Services, Inc. withanoy need to first enforce against Principal FinainGroup, Inc.

4
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DESCRIPTION OF THE DEBT SECURITIES

We may offer unsecured senior debt seesritr subordinated debt securities. We refer teéméor debt securities and the subordinated
debt securities together in this prospectus asdblet securities.” The senior debt securities mitlk equally with all of our other unsecured,
unsubordinated obligations. The subordinated detirities will be subordinate and junior in riglitpayment to all of our senior debt.

We will issue the senior debt securitiesme or more series under an indenture, which ¥eg te as the "senior indenture,” entered into
among us, Principal Financial Services, Inc. whighrefer to in this prospectus as the Subsidiargr@utor, as guarantor, and The Bank of
New York Mellon Trust Company, N.A., as trustee. Wi# issue subordinated debt securities in onenore series under an indenture, wt
we refer to as the "subordinated indenture," betwese the Subsidiary Guarantor, as guarantor, &edBBnk of New York Mellon Trust
Company, N.A., as trustee.

We may from time to time without notice ¢w,the consent of, the holders of the debt seéegritreate and issue additional debt securitie:
under the indentures, equal in rank to existing deburities in all respects (or in all respectsegx for the payment of interest accruing prior tc
the issue date of the new debt securities, or éxoephe first payment of interest following thesue date of the new debt securities) so that tt
new debt securities may be consolidated and fosingle series with existing debt securities ancelthe same terms as to status, redemption
and otherwise as existing debt securities.

The following description of the terms bétindentures is a summary. It summarizes onlyetipostions of the indentures which we
believe will be most important to your decisiorintgest in our debt securities. You should keep indnhowever, that it is the indentures, and
not this summary, which define your rights as atkeller. There may be other provisions in the itidiess which are also important to you.
You should read the indentures for a full desanipif the terms of the debt. The senior indentagtthe subordinated indenture are filed as
exhibits to the registration statement that incluthés prospectus. See "Where You Can Find Mormerimétion" for information on how to
obtain copies of the senior indenture and the glibated indenture.

The Debt Securities Are Unsecured Obligations

Our debt securities will be unsecured d@ilns and our senior debt securities will be uasst and will rank equally with all of our other
senior unsecured and unsubordinated obligations.

We are an insurance holding company witllinect operations whose assets include all obtitetanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantonigtermediary holding company with no direct oieras whose assets include all of the
outstanding shares of Principal Life Insurance Canyp("Principal Life") and other subsidiaries. Asansequence, our ability to satisfy our
obligations under the debt securities and the Slidrgi Guarantor's ability to satisfy its obligattounder the subsidiary guarantee will deper
large part on the ability of our insurance compang other subsidiaries to declare and distributeleinds or to advance money in the form of
intercompany loans. Our insurance company subsgigiare subject to various statutory and regulatesyrictions, applicable to insurance
companies generally, that limit the amount of adisfdends, loans and advances that those subsdiaray pay. Regulations relating to capita
requirements affecting some of our other subsiei&aiso restrict their ability to pay dividends axider distributions and make loans to us. Th
payment of dividends from Principal Life to the Sidiary Guarantor is subject to restrictions sethfan the insurance laws of the State of
lowa. As a result, our cash flows and ability tovéee our obligations, including the debt secusitiare dependent upon the earnings of our
subsidiaries, distributions of those earnings tans other payments or distributions of funds bysubsidiaries to us. In addition, the debt
securities will be effectively subordinated toelisting and future liabilities of our subsidiari@xcluding those of the Subsidiary

5
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Guarantor, and the subsidiary guarantee will bectiffely subordinated to all existing and futuabllities of the Subsidiary Guarantor's
subsidiaries, including obligations to policyholsler

Unless we state otherwise in the applicabdspectus supplement, the indentures do not limmftom incurring or issuing other secured ot
unsecured debt under either of the indenturesyotrer indenture that we may have entered intentgr into in the future. See "—
Subordination under the Subordinated Indenture"thagrospectus supplement relating to any offesfingubordinated debt securities.

Termsof the Debt Securities

We may issue the debt securities in onaare series through an indenture that supplembatsenior indenture or the subordinated
indenture or through a resolution of our boardicéators or an authorized committee of our boardicdctors.

You should refer to the applicable prospeaupplement for the specific terms of the debtiigées. These terms may include the
following:

. title of the debt securities,

. any limit upon the aggregate principal amounthef series,

. maturity date(s) or the method of determining tregurity date(s),

. interest rate(s) or the method of determining therest rate(s),

. dates on which interest will be payable and cirdamses, if any, in which interest may be deferred,

. dates from which interest will accrue and the métbbdetermining those dates,

. place or places where we may pay principal, premitiamy, and interest and where you may presentldbt securities for

registration or transfer or exchange,

. place or places where notices and demandsrelatithe debt securities and the indentures maydue,

. redemption or early payment provisions,

. sinking fund or similar provisions,

. authorized denominations if other than denonmmatof $1,000,

. currency, currencies, or currency units, if ottt in U.S. dollars, in which the principal of, priem, if any, and interest on the

debt securities is payable, or in which the debustes are denominated,

. any additions, modifications or deletions, in thvergs of default or covenants of Principal Finah@eoup, Inc. specified in the
indenture relating to the debt securities,

. if other than the principal amount of the dedxtirities, the portion of the principal amountloé ebt securities that is payable
upon declaration of acceleration of maturity,

. any additions or changes to the indenture reldtirgseries of debt securities necessary to pemfécilitate issuing the series
bearer form, registrable or not registrable asritacipal, and with or without interest coupons,

. any index or indices used to determine the amolupapments of principal of and premium, if any,tbe debt securities and the
method of determining these amounts,
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. whether a temporary global security will be issaed the terms upon which these temporary debtisiesumay be exchanged
for definitive debt securities,

. whether the debt securities will be issued in whwslen part in the form of one or more global sétoes,

. identity of the depositary for global securities

. appointment of any paying agent(s),

. the terms and conditions of any obligation ghtiwe would have or any option you would havedowert or exchange the debt

securities into other securities or cash or propefiPrincipal Financial Group, Inc. or any othergon and any changes to the
indenture to permit or facilitate such conversiomxchange,

. in the case of the subordinated indenture, anyigians regarding subordination,

. provided the debt securities are non-convertibleetiver the Subsidiary Guarantor will guaranteeatuligations under the debt
securities and, if so, the material terms of sudis&liary guarantee, and

. any other special terms of such debt secunitigglated guarantee.

Debt securities may also be issued undeinitentures upon the exercise of warrants or eigliupon settlement of purchase contracts
"Description of Warrants" and "Description of Puask Contracts."

Special Payment Terms of the Debt Securities

We may issue one or more series of dehtriiss at a substantial discount below their stagencipal amount. These may bear no interes
or interest at a rate which at the time of issuasd®low market rates. We will describe Unitedt@&dederal tax consequences and special
considerations relating to any series in the applie prospectus supplement.

The purchase price of any of the debt seesiimay be payable in one or more foreign curiesor currency units. The debt securities
be denominated in one or more foreign currenciesimency units, or the principal of, premium, fifyaor interest on any debt securities may
be payable in one or more foreign currencies orecury units. We will describe the restrictions ctittns, United States federal income tax
considerations, specific terms and other infornmatilating to the debt securities and any foreigmencies or foreign currency units in the
applicable prospectus supplement.

If we use any index to determine the amadiptayments of principal of, premium, if any, atdrest on any series of debt securities, we
will also describe in the applicable prospectusptepent the special United States federal incomeatacounting and other considerations
applicable to the debt securities.

Denominations, Registration and Transfer

We expect to issue most debt securitidslin registered form without coupons and in denoations of $1,000 and any integral multiple
of $1,000. Except as we may describe in the apgkcprospectus supplement, debt securities of anigswill be exchangeable for other debt
securities of the same issue and series, in ammpanéd denominations, of a like tenor and aggesgéancipal amount and bearing the same
interest rate.

You may present debt securities for exckaagydescribed above, or for registration of temsit the office of the security registrar or at
the office of any transfer agent we designateHat purpose. You will not incur a service chargeymu must pay any taxes, assessments anc
other governmental
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charges as described in the indentures. We wilbiapphe trustees as security registrar underniieritures. We may at any time rescind the
designation of any transfer agent that we initidisignate or approve a change in the locatiougfravhich the transfer agent acts. We will
specify the transfer agent in the applicable proggesupplement. We may at any time designateiaddittransfer agents.

Global Debt Securities

We may issue all or any part of a seriededift securities in the form of one or more glateadurities. We will appoint the depositary
holding the global debt securities. Unless we otfiss state in the applicable prospectus supplemteatjepositary will be The Depository
Trust Company, or DTC. We will issue global sedesitin registered form and in either temporary efirdtive form. Unless it is exchanged for
individual debt securities, a global security may be transferred except:

. by the depositary to its nominee,
. by a nominee of the depositary to the depositagnather nominee, or
. by the depositary or any nominee to a successibreaflepositary, or a nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospesttpplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interests in a Global Security

If we issue a global security, the depogifar the global security or its nominee will credn its book-entry registration and transfer
system the principal amounts of the individual dedaturities represented by the global securithecaiccounts of persons that have accounts
with it. We refer to those persons as "participamsghis prospectus. The accounts will be desigddty the dealers, underwriters or agents for
the debt securities, or by us if the debt secsritiee offered and sold directly by us. Ownershipenfeficial interests in a global security will be
limited to participants or persons who may hol@iiests through participants. Ownership and trassfebeneficial interests in the global
security will be shown on, and transactions caeffected only through, records maintained by thaiegble depositary or its nominee, for
interests of participants, and the records of pigiints, for interests of persons who hold thropgtticipants. The laws of some states require
that you take physical delivery of securities ifiinitive form. These limits and laws may impair yability to transfer beneficial interests in a
global security.

So long as the depositary or its nomindgbagegistered owner of a global security, theodépry or nominee will be considered the sole
owner or holder of the debt securities represebyetthe global security for all purposes under tidenture. Except as provided below, you:

. will not be entitled to have any of the indivalwebt securities represented by the global sgawgistered in your name,
. will not receive or be entitled to receive ptogidelivery of any debt securities in definitivarh, and
. will not be considered the owner or holder @& thebt securities under the indenture.

Payments of Principal, Premium and Interest

We will make principal, premium, if any,caimterest payments on global securities to thesiggry that is the registered holder of the
global security or its nominee. The depositarytifier
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global securities will be solely responsible ardlé for all payments made on account of your beiabwnership interests in the global
security and for maintaining, supervising and rese any records relating to your beneficial owhgosnterests.

We expect that the depositary or its nomjimgon receipt of any principal, premium, if aayjnterest payment immediately will credit
participants' accounts with amounts in proportintheir respective beneficial interests in the gipal amount of the global security as shown
on the records of the depositary or its nominee. ale expect that payments by participants to gewgn owner of a beneficial interest in the
global security held through those participantd, bé governed by standing instructions and custgmeactices, as is now the case with
securities held for the accounts of customers ardreform or registered in "street name." Thesammts will be the responsibility of those
participants.

Issuance of Individual Debt Securities

Unless we state otherwise in the applicabdspectus supplement, if a depositary for a s@rfielebt securities is at any time unwilling,
unable or ineligible to continue as depositary wilkappoint a successor depositary or we will s#udividual debt securities in exchange for
the global security. In addition, we may at anydiand in our sole discretion, subject to any litiotes described in the prospectus supplemen
relating to the debt securities, determine notaechany debt securities represented by one or giobal securities. If that occurs, we will issue
individual debt securities in exchange for the glatecurity.

Further, we may specify that you may, amteacceptable to us, the trustee and the depgsitareive individual debt securities in
exchange for your beneficial interest in a glokeaisity, subject to any limitations described ia firospectus supplement relating to the debt
securities. In that instance, you will be entittegbhysical delivery of individual debt securitiegual in principal amount to that beneficial
interest and to have the debt securities regisiergdur name. Unless we otherwise specify, we isilie those individual debt securities in
denominations of $1,000 and integral multiples b0®0.

Payment and Paying Agents

Unless we state otherwise in an applicpbdspectus supplement, we will pay principal oEmium, if any, and interest on your debt
securities at the office of the trustee for youbtdgecurities in the City of New York or at theio#f of any paying agent that we may designate

Unless we state otherwise in an applicabdspectus supplement, we will pay any interestielnt securities to the registered owner of the
debt security at the close of business on the dedate for the interest, except in the case ofuliefd interest. We may at any time designate
additional paying agents or rescind the designaifamy paying agent. We must maintain a payingiineeach place of payment for the debt
securities.

Any moneys or U.S. government obligatiansl(ding the proceeds thereof) deposited withtthstee or any paying agent, or then hel
us in trust, for the payment of the principal akmium, if any, and interest on any debt secuhit temain unclaimed for two years after the
principal, premium or interest has become due ayaiple will, at our request, be repaid to us. Afegrayment to us, you are entitled to seek
payment only from us as a general unsecured credito

Redemption
Unless we state otherwise in an applicabdspectus supplement, debt securities will natdigect to any sinking fund.
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Unless we state otherwise in an applicabdspectus supplement, we may, at our option, rede®y series of debt securities after its
issuance date in whole or in part at any time aochftime to time. We may redeem debt securitiedeimominations larger than $1,000 but only
in integral multiples of $1,000.

Redemption Price

Except as we may otherwise specify in fh@iaable prospectus supplement, the redemptiaregar any debt security which we redeem
will equal 100% of the principal amount plus angraed and unpaid interest up to, but excluding yésemption date.

Notice of Redemption

Unless we state otherwise in an applicabdspectus supplement, we will mail notice of amgemption of debt securities at least 30 days
but not more than 60 days before the redemptioa thathe registered holders of the debt secuidti¢seir addresses as shown on the security
register. Unless we default in payment of the rgaté@mn price, on and after the redemption date @sewill cease to accrue on the debt
securities or the portions called for redemption.

Consolidation, Merger and Sale of Assets

We will not consolidate with or merge iretoy other person or convey, transfer or lease saeta substantially as an entirety to any pe
and no person may consolidate with or merge infankess:

. we will be the surviving company in any merger onsolidation,

. if we consolidate with or merge into another perspoonvey or transfer our assets substantialpnasntirety to any person, the
successor person is an entity organized and vadixiting under the laws of the United States ofefica or any state thereof or
the District of Columbia, and the successor emigressly assumes our obligations relating to &ie decurities,

. immediately after giving effect to the consotida, merger, conveyance or transfer, there existsvent of default, and no event
which, after notice or lapse of time or both, wobtome an event of default, and

. other conditions described in the relevant indentue met.

This covenant would not apply to the direcindirect conveyance, transfer or lease of mlry portion of the stock, assets or liabilitiés o
any of our wholly owned subsidiaries to us or to atlner wholly owned subsidiaries. In additionstbhovenant would not apply to any
recapitalization transaction, a change of contf&rincipal Financial Group, Inc. or a highly leaged transaction unless such transaction or
change of control were structured to include a meag consolidation by us or the conveyance, texmnsf lease of our assets substantially as a
entirety.

Limitationsupon Liens

The indentures provide that neither wearor of our restricted subsidiaries, are permittiactly or indirectly, to, create, issue, assume,
incur, guarantee or become liable with respechioiadebtedness for money borrowed which is sechyed lien on any of the present or fut
common stock of a restricted subsidiary, unlessi#is securities, and if we so elect, any of oheobtndebtedness ranking at lepati passu
with the debt securities, shall be secured equaltyratably with, or prior to, such other securetbbtedness for money borrowed so long as i
is outstanding.

10
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When we use the term "restricted subsidlamg mean Principal Life Insurance Company andathgr subsidiary which is incorporated
under the laws of any state of the United Statex thie District of Columbia, and which is a regathinsurance company principally engaged
in one or more of the life, annuity, property amgwalty insurance businesses. However, no subgidiirer than Principal Life Insurance
Company, is a restricted subsidiary:

. if the total assets of that subsidiary are thas 10% of our total assets and the total as$etsraonsolidated subsidiaries,
including that subsidiary, in each case as sel fontthe most recent fiscal year-end balance sloé#te subsidiary and us and
our consolidated subsidiaries, respectively, amdprged in accordance with generally accepted adowprinciples, or

. if in the judgment of our board of directors, agdewnced by a board resolution, the subsidiary tametterial to the financial
condition of us and our subsidiaries taken as davho

M odification and Waiver
Modification

We, the trustee and, if applicable, thesklibry Guarantor may modify and amend each indentith the consent of the holders of a
majority in aggregate principal amount of the seoédebt securities affected. However, no modiftcaor amendment may, without the
consent of the holder of each outstanding debtrigg@ffected:

. change the stated maturity of the principal ofaimy installment of interest payable on, any outditemndebt security,

. reduce the principal amount of, or the rate ofregeon or any premium payable upon the redemptipor the amount of
principal of an original issue discount securitgttivould be due and payable upon a redemption atdawe provable in
bankruptcy, or adversely affect any right of repaytof the holder of, any outstanding debt security

. change the place of payment, or the coin oretiay in which any outstanding debt security orititerest on any outstanding
debt security is payable,

. impair your right to institute suit for the enforaent of any payment on any outstanding debt sercaitiér the stated maturity or
redemption date,

. reduce the percentage of the holders of outBigrakbt securities necessary to modify or ameadafiplicable indenture, to
waive compliance with certain provisions of the laggble indenture or certain defaults and consegeeof such defaults or to
reduce the quorum or voting requirements set fiorthe applicable indenture,

. modify any of these provisions or any of the prais relating to the waiver of certain past defaolt certain covenants, except
to increase the required percentage to effect aattbn or to provide that certain other provisiomsy not be modified or waived
without the consent of all of the holders of thbtdsecurities affected,

. modify the provisions with respect to the subortoraof outstanding subordinated debt securities inanner materially adve
to the holders of such outstanding subordinated sketurities, or

. modify the provisions with respect to any outstagdjuarantee of any debt securities in a mannegrially adverse to the
holders of such outstanding debt securities.
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Waiver

The holders of a majority in aggregate gipal amount of the outstanding debt securities séries may, on behalf of the holders of all
debt securities of that series, waive complianceswith certain restrictive covenants of the irtdemwhich relate to that series.

The holders of not less than a majoritaggregate principal amount of the outstanding debtrrities of a series may, on behalf of the
holders of that series, generally waive any pafstudeunder the indenture relating to that serilededbt securities and the consequences of suc
default. However, a default in the payment of thiagipal of, or premium, if any, or any interest, @amy debt security of that series or relatin
a covenant or provision which under the indentetating to that series of debt security cannot lbeifired or amended without the consent of
the holder of each outstanding debt security of $kdes affected cannot be so waived.

Events of Default

Under the terms of each indenture, eachefollowing constitutes an event of default faeaies of debt securities:

. default for 30 days in the payment of any inteérghen due,

. default in the payment of principal, or premiufrany, when due,

. default in the performance, or breach, of any cameor warranty in the indenture for 90 days aftdtten notice,

. certain events of bankruptcy, insolvency or reoizgtion,

. any other event of default described in the appledoard resolution, guarantee or supplementa&rnde under which the

series of debt securities is issued.

We are required to furnish the trustee alipwvith a statement as to the fulfillment of abligations under the indenture. Each indenture
provides that the trustee may withhold notice ta gbany default, except in respect of the paynogptrincipal or interest on the debt
securities, if it considers it in the interestsité holders of the debt securities to do so.

Effect of an Event of Default

If an event of default exists (other thareaent of default in the case of certain eventsavikruptcy), the trustee or the holders of nat les
than 25% in aggregate principal amount of a sef@aitstanding debt securities may declare thecpat amount, or, if the debt securities are
original issue discount securities, the portiothaf principal amount as may be specified in thenseof that series, of the debt securities of tha
series to be due and payable immediately, by @eatiwriting to us, and to the trustee if giventmjders. Upon that declaration the principal
(or specified) amount will become immediately dud @ayable. However, at any time after a declamatfoacceleration has been made, but
before a judgment or decree for payment of the maloe has been obtained, the holders of not lessdhmajority in aggregate principal
amount of a series of outstanding debt securiti@g, subject to conditions specified in the indeetwescind and annul that declaration.

If an event of default in the case of darvents of bankruptcy exists, the principal amafrall debt securities outstanding under the
indentures shall automatically, and without anyla@®dtion or other action on the part of the trusieany holder of such outstanding debt,
become immediately due and payable.

Subject to the provisions of the indentusdating to the duties of the trustee, if an evardefault then exists, the trustee will be unaer
obligation to exercise any of its rights or powensler the indentures (other than the payment ofaamyunts on the debt securities furnished tc
it pursuant
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to the indenture) at your (or any other persomquest, order or direction, unless you have (oh sitiser person has) offered to the trustee
security or indemnity satisfactory to the trust®ebject to the provisions for the security or indéfioation of the trustee, the holders of a
majority in aggregate principal amount of a seoksutstanding debt securities have the right tedlithe time, method and place of conduc
any proceeding for any remedy available to thetéesor exercising any trust or power conferredhentrustee in connection with the debt
securities of that series.

Legal Proceedings and Enforcement of Right to Payrhe

You will not have any right to instituteyaproceeding in connection with the indenturesoorainy remedy under the indentures, unless
have previously given to the trustee written noti€a continuing event of default with respect &btsecurities of that series. In addition, the
holders of at least 25% in aggregate principal amhofia series of the outstanding debt securitiastrhave made written request, and offered
security or indemnity satisfactory to the trusteethe trustee to institute that proceeding agdrysand, within 60 days following the receipt of
that notice, the trustee must not have receivau e holders of a majority in aggregate princgrabunt of the outstanding debt securities of
that series a direction inconsistent with that esguand must have failed to institute the procegediowever, you will have an absolute and
unconditional right to receive payment of the pipat¢ of, premium, if any, and interest on that dedsturity on or after the due dates expresset
in the debt security (or, in the case of redemptimor after the redemption date) and to instituselit for the enforcement of that payment.

Satisfaction and Discharge

Each indenture provides that when, amohgrahings, all debt securities of a series notipresly delivered to the trustee for cancellat

. have become due and payable,
. will become due and payable at their stated matwrithin one year, or
. are to be called for redemption within one yeararratrangements satisfactory to the trustee fogitiag of notice of

redemption by the trustee in our name and at operese,

and we deposit or cause to be deposited with tistete, money or United States government obligatiora combination thereof, as trust ful

in an amount (such amount to be certified in theeaaf United States government obligations) toufficient to pay and discharge the entire
indebtedness on the debt securities of such seotgsreviously delivered to the trustee for caratah, for the principal, and premium, if any,
and interest to the date of the deposit or to thieed maturity or redemption date, as the casebwathen the indenture will cease to be of
further effect with respect to debt securitiesudtsseries, and we will be deemed to have satisfieddischarged the indenture with respect tc
debt securities of such series. However, we wititicme to be obligated to pay all other sums dwgeuthe indenture and to provide the
officers' certificates and opinions of counsel di&sad in the indenture.

13
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Defeasance and Covenant Defeasance

Unless we state otherwise in the applicpbdspectus supplement, each indenture providésvihanay discharge all of our obligations,
other than as to transfers and exchanges andrcettar specified obligations, under any seriethefdebt securities at any time, and that we
may also be released from our obligations descritibede under "Limitation upon Liens" and "Consdiidia, Merger and Sale of Assets" and
from certain other obligations, including obligat®imposed by supplemental indentures with redpettiat series, if any, and elect not to
comply with those sections and obligations withongtating an event of default. Discharge under itisé frocedure is called "defeasance" and
under the second procedure is called "covenantdafee."

Defeasance or covenant defeasance mayduezf only if:

. we irrevocably deposit with the trustee money oitéthStates government obligations or a combingtieneof, as trust funds in
an amount certified to be sufficient to pay onteepective stated maturities, the principal of ang premium and interest on,
outstanding debt securities of that series,

. we deliver to the trustee an opinion of courtgehe effect that:

. the holders of the debt securities of that seridlswat recognize gain or loss for United Stateddfiel income tax purpos
as a result of the deposit, defeasance and dissloargs a result of the deposit and covenant dafieas and

. the deposit, defeasance and discharge or the depalscovenant defeasance will not otherwise #ii@se holders' Unite
States federal income tax treatment of principdl iaterest payments on the debt securities ofdbiags,

in the case of a defeasance, this opinion mustbedon a ruling of the Internal Revenue Serviae arange in United States federal income
tax law occurring after the date of execution & #pplicable indenture, that result would not oamuder current tax law,

. no event of default under the indenture has iweduand is continuing,

. such defeasance or covenant defeasance does mbinesbreach or violation of, or constitute daldt under, any indenture or
other agreement or instrument for borrowed moneytich we are a party or by which we are bound,

. such defeasance or covenant defeasance does ulbindke trust arising from such deposit consitity an investment company
within the meaning of the Investment Company Ac1®40 unless such trust shall be registered uhgeinvestment Company
Act of 1940 or exempt from registration thereunder,

. we deliver to the trustee an officers' certificatel an opinion of counsel, each stating that albid@ns precedent with respect
such defeasance or covenant defeasance have braphexbwith, and

. other conditions specified in the indentures aré me

The subordinated indenture will not be dasged as described above if we have defaultdikipayment of principal of, premium, if any,
or interest on any senior indebtedness, as defiev under "Subordination under the Subordinatelhture,” and that default is continuing
or another event of default on the senior indebtedrthen exists and has resulted in the seniobtedeess becoming or being declared due
payable prior to the date it otherwise would hagedme due and payable.

14




Table of Contents
Conversion or Exchange

We may issue debt securities that we mayex or exchange into common stock or other seesriproperty or assets. If so, we will
describe the specific terms on which the debt séesimay be converted or exchanged in the apgkgatwspectus supplement. The conver:
or exchange may be mandatory, at your option, ouabption. The applicable prospectus supplemdhtiescribe the manner in which the
shares of common stock or other securities, prgmerassets you would receive would be issued livated.

Subordination Under the Subor dinated | ndenture

In the subordinated indenture, we haveedjrand holders of subordinated indebtedness witldemed to have agreed, that any
subordinated debt securities are subordinate amdrjin right of payment to all senior indebtedntsthe extent provided in the subordinated
indenture.

Upon any payment or distribution of assetsreditors upon any liquidation, dissolution, diimg up, reorganization, assignment for the
benefit of creditors, marshaling of assets or aarykbuptcy, insolvency, debt restructuring or simgeoceeding in connection with our
insolvency or bankruptcy, the holders of senioeistgdness will first be entitled to receive paymieritll of principal of, premium, if any, and
interest on the senior indebtedness before theetwlaf subordinated debt securities will be erditereceive or retain any payment of the
principal of, premium, if any, or interest on théberdinated debt securities.

If the maturity of any subordinated dehtiséies is accelerated, the holders of all semdebtedness outstanding at the time of the
acceleration will first be entitled to receive pamhin full of all amounts due, including any amtsudue upon acceleration, before you will be
entitled to receive any payment of the principalpsEmium, if any, or interest on the subordinatebt securities.

We will not make any payments of principglpremium, if any, or interest on the subordidadebt securities or for the acquisition of
subordinated debt securities (other than any sinkind payment) if:

. a default in any payment on senior indebtednesséRests,
. an event of default on any senior indebtednesdtimgin the acceleration of its maturity then égjor
. any judicial proceeding is pending in connectiothvdefault.

When we use the term "indebtedness" we meidim respect to any person, whether recourse &l tor a portion of the assets of that
person and whether or not contingent:

. every obligation of, or any obligation guarantegdthat person for money borrowed,

. every obligation of, or any obligation guarantegdthat person evidenced by bonds, debenturess wotether similar
instruments, including obligations incurred in ceation with the acquisition of property, assetbusinesses but excluding the
obligation to pay the deferred purchase price gfsarch property, assets or business if payablelinvithin 90 days from the
date such indebtedness was created,

. every capital lease obligation of that person,
. leases of property or assets made as part of &isd lease-back transaction to which that peisarparty, and
. any amendments, renewals, extensions, modificatiodsefundings of any such indebtedness.
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The term "indebtedness" does not includédraccounts payable or accrued liabilities arigirthe ordinary course of business.

When we use the term "senior indebtednessthean the principal of, premium, if any, andriest on indebtedness, whether incurred on
prior to, or after the date of the subordinateckintdre, unless the instrument creating or evidenitiat indebtedness or pursuant to which that
indebtedness is outstanding states that thoseatiolits are not superior in right of payment togbbordinated debt securities or to other
indebtedness which ranks equally with, or juniqrth@ subordinated debt securities. Interest angnior indebtedness includes interest
accruing on or after the filing of any petitionbankruptcy or for reorganization relating to PrgadiFinancial Group, Inc., whether or not the
claim for post-petition interest is allowed in thmbceeding.

The subordinated indenture does not lihetamount of additional senior indebtedness thatas incur. We expect from time to time to
incur additional senior indebtedness.

The subordinated indenture provides thamag change the subordination provisions relatingrty particular issue of subordinated debt
securities prior to issuance. We will describe engnge in the prospectus supplement relating tsuberdinated debt securities.

Governing Law

The indentures and the debt securitiesheiljoverned by and construed in accordance wéthetis of the State of New York, without
regard to conflicts of laws principles thereof.

Concerning the Trustees

The trustee under each indenture will hell/the duties and responsibilities of an indentuustee specified in the Trust Indenture Act.
Neither trustee is required to expend or risk Vt& dunds or otherwise incur financial liability performing its duties or exercising its rights
powers if it reasonably believes that it is nosably assured of repayment or adequate indemnity.

Each of the trustees may act as depodibarfyunds of, makes loans to, and performs otherices for, us and our subsidiaries in the
normal course of business.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBT SECURITIES

We will issue the junior subordinated dedturities in one or more series under a junioosiibated indenture to be entered into betwee
us, the Subsidiary Guarantor, as guarantor, anchijton Trust Company, as trustee. We refer tojtmnsr subordinated indenture in this
prospectus as the junior subordinated debt sedndgnture. We may also issue junior subordinatsat dnder our junior subordinated
debenture indenture. Unless otherwise specifiedprospectus supplement, each series of juniordirated debt issued under our junior
subordinated debt security indenture or our jusidyordinated debenture indenture will rank equalth all other such series and will be
unsecured, junior and subordinated, as describttiapplicable indenture, to all of our seniorabtkédness, as defined in such applicable
indenture, including all debt issued under our @eimidenture or subordinated indenture. See "Judidrordinated Debentures” for a descrip
of our junior subordinated debenture indenturejanibr subordinated debentures.

We may, in certain circumstances, withattae to or consent of the holders of the junidsedinated debt securities, issue additional
junior subordinated debt securities having the seamas and conditions as junior subordinated detdrities previously issued under t
prospectus and any applicable prospectus suppleswtitat such additional junior subordinated delourities and the junior subordinated
securities previously offered under this prospeans any applicable prospectus supplement formglesseries, and references in this
prospectus and any applicable prospectus supplemém junior subordinated debt securities smaliude, unless the context otherwise
requires, any further junior subordinated debt sées issued as described in this paragraph.

The following description of the terms bétjunior subordinated debt securities and anycéessal subsidiary guarantee is a summary. It
summarizes only those terms of the junior subotdiohaebt securities and any associated subsidiasagtee which we believe will be most
important to your decision to invest in our jungubordinated debt securities. You should keep mdiriowever, that it is the junior
subordinated debt security indenture, and notghismary, which defines your rights as a holderuwfjonior subordinated debt securities.
There may be other provisions in the junior subwatéd debt security indenture which are also ingmbrto you. You should read the junior
subordinated debt security indenture for a fullodigsion of the terms of the junior subordinateddeecurities. The junior subordinated debt
security indenture is filed as an exhibit to thgisigation statement that includes this prospe@es. "Where You Can Find More Information”
for information on how to obtain a copy of the jonsubordinated debt security indenture.

Ranking of the Junior Subordinated Debt Securities

Each series of junior subordinated debtisges will rank equally with all of our equallynking debt securities including, unless
otherwise specified in the prospectus supplemédatimg to such series or such securities, all oflegies of junior subordinated debt securities
and with all series of our junior subordinated dehees, and will be unsecured and subordinate @mdrj, as described in the junior
subordinated debt security indenture, to all of semior indebtedness as defined in the junior slibated debt security indenture, which
includes all debt issued under our senior indermuubordinated indenture. See "—Subordination."

We are an insurance holding company witllinect operations whose assets include all obtitetanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantonimtermediary holding company with no direct opierss whose assets include all of the
outstanding shares of Principal Life and other gliges. As a consequence, our ability to satiafy obligations under the junior subordinated
debt securities and the Subsidiary Guarantor'syabil satisfy its obligations under the subsidignarantee will depend in large part on the
ability of our insurance company and other subsieliato declare and distribute dividends or to adeamoney in the form of
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intercompany loans. Our insurance company subgigiare subject to various statutory and regulatesyrictions, applicable to insurance
companies generally, that limit the amount of adisfdends, loans and advances that those subsdiaray pay. Regulations relating to capita
requirements affecting some of our other subsigléaaiso restrict their ability to pay dividends arider distributions and make loans to us. Thi
payment of dividends from Principal Life to the Sidiary Guarantor is subject to restrictions sethfan the insurance laws of the State of
lowa. As a result, our cash flows and ability tovéee our obligations, including the junior suboraied debt securities, are dependent upon th
earnings of our subsidiaries, distributions of thearnings to us and other payments or distribsitidriunds by our subsidiaries to us. In
addition, the junior subordinated debt securitidshe effectively subordinated to all existing afudure liabilities of our subsidiaries, including
the Subsidiary Guarantor, and the subsidiary gueeanill be effectively subordinated to all exigtiand future liabilities of the Subsidiary
Guarantor's subsidiaries, including obligationpaticyholders.

Unless we state otherwise in the applicabdspectus supplement, the junior subordinatetl skxturity indenture does not limit us from
incurring or issuing other secured or unsecured detler the junior subordinated debt security idenor any other indenture that we may
have entered into or enter into in the future. 'SeS&ubordination" and the prospectus supplementingldo any offering of securities.

Termsof the Junior Subordinated Debt Securities

We may issue the junior subordinated debuisties in one or more series through an inderthat supplements the junior subordinated
debt security indenture or through a resolutionwfboard of directors or an authorized committeeur board of directors.

You should refer to the applicable prospscupplement for the specific terms of the jusigiiordinated debt securities. These may
include:

the title and any limit upon the aggregate pgatamount,

. the date(s) on which the principal is payabléhermethod of determining those date(s),

. the interest rate(s) or the method of deterngitivese interest rate(s),

. the date(s) on which interest will be payabléhar method of determining these date(s),

. the circumstances in which interest may be dedkgiif any,

. the regular record date or the method of deterrgittiis date,

. the place or places where we may pay principampre, if any, and interest,

. conversion or exchange provisions, if any,

. the redemption or early payment provisions,

. the authorized denominations,

. the currency, currencies or currency units in whieghmay pay the purchase price for, the principabe@mium, if any, and

interest on the junior subordinated debt securities

. additions to or changes in the events of defauitny changes in any of our covenants specifigte junior subordinated debt
security indenture,

. any index or indices used to determine the amolupapments of principal and premium, if any, or thethod of determining
these amounts,

. whether a temporary global security will be issaed the terms upon which you may exchange a tempglabal security for
definitive junior subordinated debt securities,
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. whether we will issue the junior subordinated dsdaturities, in whole or in part, in the form of azremore global securities,

. the terms and conditions of any obligation or rigietwould have to convert or exchange the junitosdinated debt securities
into preferred securities or other securities,

. provided the junior subordinated debt securitiesnon-convertible, whether the Subsidiary Guaranill guarantee, on an
unsecured junior subordinated basis, our obligatiomder the junior subordinated debt securities éisd, the material terms of
such subsidiary guarantee, and

. any other special terms of such junior subordindegut securities or related subsidiary guarantee.
Special Payment Terms of the Junior Subordinated Debt Securities

We may issue junior subordinated debt seesiat a substantial discount below their stgtedcipal amount, bearing no interest or inte
at a rate which at the time of issuance is belowketaates. We will describe United States feder@me tax consequences and special
considerations relating to any junior subordinatedt securities in the applicable prospectus supgh.

The purchase price of any of the junioradimated debt securities may be payable in omeare foreign currencies or currency units.
The junior subordinated debt securities may be ohémated in one or more foreign currencies or cugyamits, or the principal of, premium, if
any, or interest on any junior subordinated debtisges may be payable in one or more foreignengies or currency units. We will describe
the restrictions, elections, United States fed@@me tax considerations, specific terms and dtifermation relating to the junior
subordinated debt securities and the foreign cayrenits in the applicable prospectus supplement.

If we use any index to determine the amadimayments of principal of, premium, if any, atdrest on any series of junior subordinated
debt securities, we will also describe special &thiBtates federal income tax, accounting and ativesiderations relating to the junior
subordinated debt securities in the applicableg@oisis supplement.

Denominations, Registration and Transfer

Unless we state otherwise in the applicabtspectus supplement, we will issue the junitmosdinated debt securities only in registered
form without coupons in denominations of $25 ang imtegral multiple of $25. Junior subordinated dedcurities of any series will be
exchangeable for other junior subordinated dehiréigzs of the same issue and series, of any aa#ttbdenomination of a like aggregate
principal amount, of the same original issue dat stated maturity and bearing the same interést ra

You may present junior subordinated debtisges for exchange as described above, or flistation of transfer, at the office of the
securities registrar or at the office of any transfgent we designate for that purpose. You willimeur a service charge but you must pay any
taxes and other governmental charges as descritibd junior subordinated debt security indentwe.will appoint the debenture trustee as
securities registrar under the junior subordinakelot security indenture. We may at any time restheddesignation of any transfer agent that
we initially designate or approve a change in td@ation through which the transfer agent acts. Wstmimaintain a transfer agent in each place
of payment. We will specify the transfer agenttia aipplicable prospectus supplement. We may atirmeydesignate additional transfer age
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If we redeem any junior subordinated delousities, neither we nor the debenture trusteebeitequired to:

. issue, register the transfer of, or exchange jusidnordinated debt securities during a period beginat the opening of busine
15 days before the day of selection for redempicifie junior subordinated debt securities and eadi the close of business
the day of mailing of the relevant notice of red¢iom or

. transfer or exchange any junior subordinated deturities selected for redemption, except fgr@ortion not redeemed of any
junior subordinated debt security that is beingesgded in part.

Global Junior Subordinated Debt Securities

We may issue a series of junior subordihatebt securities in the form of one or more glgbaior subordinated debt securities. We will
identify the depositary holding the global juniobsrdinated debt securities in the applicable proips supplement. We will issue global ju
subordinated debt securities only in fully registeform and in either temporary or permanent fdgmiess it is exchanged for an individual
junior subordinated debt security, a global jursobordinated debt security may not be transferxed:

. by the depositary to its nominee,
. by a nominee of the depositary to the deposibaignother nominee, or
. by the depositary or any nominee to a successasitapy, or any nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospesttpplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interests in a Global Junior SubordinateDebt Security

If we issue a global junior subordinatetitdgecurity, the depositary for the global juniobsrdinated debt security or its nominee will
credit on its boolentry registration and transfer system the princ@paounts of the individual junior subordinated tsécurities represented
the global junior subordinated debt security todbeounts of persons that have accounts with itréfés to those persons as "participants” in
this prospectus. The accounts will be designatetthéylealers, underwriters or agents for the jusidiordinated debt securities, or by us if the
junior subordinated debt securities are offeredsuid directly by us. Ownership of beneficial irgsts in a global junior subordinated d
security will be limited to participants or persahat may hold interests through participants. Oaii@ and transfers of beneficial interests in
the global junior subordinated debt security wéldhown on, and effected only through, records taiied by the applicable depositary or its
nominee, for interests of participants, and themds of participants, for interests of persons Wbl through participants. The laws of some
states require that you take physical deliveryegiusities in definitive form. These limits and lamsy impair your ability to transfer beneficial
interests in a global junior subordinated debt ggcu

So long as the depositary or its nomindbesregistered owner of the global junior subcaitia debt security, the depositary or the
nominee will be considered the sole owner or hotdehe junior subordinated debt securities represkby the global junior subordinated d
security for all purposes under the junior subaatid debt security indenture. Except as providéaige/ou:

. will not be entitled to have any of the individgahior subordinated debt securities representetth&ylobal junior subordinated
debt security registered in your name,
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. will not receive or be entitled to receive physidalivery of any junior subordinated debt secusiiie definitive form, and
. will not be considered the owner or holder of theigr subordinated debt security under the junidrosdinated debt security
indenture.

Payments of Principal, Premium and Interest

We will make principal, premium and intérpayments on global junior subordinated debt stesto the depositary that is the registerec
holder of the global junior subordinated debt siégur its nominee. The depositary for the juniabsrdinated debt securities will be solely
responsible and liable for all payments made owaticof your beneficial ownership interests in ghebal junior subordinated debt security
and for maintaining, supervising and reviewing aagords relating to your beneficial ownership iasts.

We expect that the depositary or its nomjmugon receipt of principal, premium or interesympents, immediately will credit participants'
accounts with amounts in proportion to their resipedeneficial interests in the principal amouhtte global junior subordinated debt sect
as shown on the records of the depositary or itsinee. We also expect that payments by particigangsu, as an owner of a beneficial
interest in the global junior subordinated debusigg held through those participants, will be goed by standing instructions and customary
practices, as is now the case with securities toglthe accounts of customers in bearer form oistergd in "street name." These payments
be the responsibility of those participants.

Issuance of Individual Junior Subordinated Debt Seties

Unless we state otherwise in the applicabdspectus supplement, if a depositary for a sefgunior subordinated debt securities is al
time unwilling, unable or ineligible to continue dspositary, we will issue individual junior suborated debt securities in exchange for the
global junior subordinated debt security. In adudlitive may at any time and in our sole discretsoibject to any limitations described in the
prospectus supplement relating to the junior subatdd debt securities, determine not to have anipj subordinated debt securities
represented by one or more global junior suborduhdebt securities. If that occurs, we will issugividual junior subordinated debt securities
in exchange for the global junior subordinated deduturity.

Further, we may specify that you may, amsgeacceptable to us, the debenture trustee ardefiwsitary for the global junior subordinatec
debt security, receive individual junior subordathtiebt securities in exchange for your benefintarest in a global junior subordinated debt
security, subject to any limitations describedhiea prospectus supplement relating to the juniooslibated debt securities. In that instance,
you will be entitled to physical delivery of inddaal junior subordinated debt securities equakingipal amount to that beneficial interest ¢
to have the junior subordinated debt securitiessteged in your name. Unless we otherwise spethifyse individual junior subordinated debt
securities will be issued in denominations of $88 antegral multiples of $25.

Payment and Paying Agents

Unless we state otherwise in the applicabtspectus supplement, we will pay principal e&mium, if any, and interest on your junior
subordinated debt securities at the office of thigethture trustee or at the office of any payinghageat we may designate.

Unless we state otherwise in the applicabdspectus supplement, we will pay any intereguaior subordinated debt securities to the
registered owner of the junior subordinated debtisty at the close of business on the regularndate for the interest, except in the case of
defaulted interest. We may at any time designatitiadal paying agents or rescind the designatioany
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paying agent. We must maintain a paying agent¢h @éace of payment for the junior subordinatedt delsurities.

Any moneys deposited with the debentursté or any paying agent, or then held by us st,tfar the payment of the principal of,
premium, if any, and interest on any junior suboatied debt security that remain unclaimed for tearg after the principal, premium or
interest has become due and payable will, at @uest, be repaid to us. After repayment to us,arelentitled to seek payment only from us a
a general unsecured creditor.

Redemption

Unless we state otherwise in the applicabtspectus supplement, junior subordinated dehitriees will not be subject to any sinking
fund.

We may, at our option, redeem any serigarobr subordinated debt securities after itsasme date in whole or in part at any time and
from time to time. We may redeem junior subordidatebt securities in denominations larger thant®#%nly in integral multiples of $25.

Redemption Price

Except as we may otherwise specify in fhgliaable prospectus supplement, the redemptiare iar any junior subordinated debt sect
shall be equal to the sum off Y any accrued and unpaid interest as of the redemgate, and ij ) the greater of:

. the principal amount, and
. an amount equal to:
. for junior subordinated debt securities bearingriest at a fixed rate, the discounted remainingdfiamount payments,

calculated as described below, or

. for junior subordinated debt securities bearingrest determined by reference to a floating rae discounted swap
equivalent payments, calculated as described below.

The discounted remaining fixed amount paysvill equal the sum of the current values ofdh@unts of interest and principal that
would have been payable by us on each interest @atydate after the redemption date and at statégrityeof the final payment of principal.
This calculation will take into account any reqdignking fund payments, but will otherwise assuh@ we have not redeemed the junior
subordinated debt security prior to the stated nitgitu

The current value of any amount is the gmégalue of that amount on the redemption dagr discounting that amount on a monthly,
quarterly or semiannual basis, whichever correspandhe interest payment date periods of theaelséries of junior subordinated debt
securities, from the originally scheduled datedfayment. We will use the treasury rate to calculaite present value.

The treasury rate is a per annum rate esgmd as a decimal and, in the case of UnitedsSEa¢asury bills, converted to a per annum
yield, determined on the redemption date to bgotreannum rate equal to the semiannual bond eguitrgleld to maturity, adjusted to refle
monthly or quarterly compounding in the case ofqusubordinated debt securities having monthlguarterly interest payment dates for
United States Treasury securities maturing at thied maturity of the final payment of principaltbé junior subordinated debt securities
redeemed. We will determine this rate by referdnabe weekly average yield to maturity for Unitethtes Treasury securities maturing on
stated maturity if reported in the most recentiStiabl Release H.15(519) of the Board of Govermidrhe Federal Reserve. If no such
securities mature at the stated maturity, we vatedmine the rate by interpolation between the mexsint weekly average yields to maturity
two series of United States Treasury securitids, §ne maturing as close as possible to, but edhaer,
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the stated maturity and2() the other maturing as close as possible to,diat than, the stated maturity, in each case dsspat in the most
recent Statistical Release H.15(519) of the Bo&d@avernors of the Federal Reserve.

The discounted swap equivalent paymentsegiial the sum of:

. the current value of the amount of principal thatd have been payable by us pursuant to the teftie junior subordinated
debt security at the stated maturity of the firmyqent of the principal of the junior subordinatibt securities. This calculati
will take into account any required sinking fund/peents but will otherwise assume that we had ni¢eened the junior
subordinated debt security prior to the stated nitgfuand

. the sum of the current values of the fixed ratenpanyts that leading interest rate swap dealers weujdire to be paid by an
assumed fixed rate payer having the same creditlistg as ours against floating rate payments tmaée by these leading
dealers equal to the interest payments on therjsuioordinated debt securities being redeemedydahkito account any required
sinking fund payment, but otherwise assuming wert@dedeemed the junior subordinated debt secprity to the stated
maturity, under a standard interest rate swap aggaehaving a notional principal amount equal ®phincipal amount of the
junior subordinated debt securities, a terminatiate set at the stated maturity of the junior sdipated debt securities and
payment dates for both fixed and floating rate paget at each interest payment date of the juibordinated debt securities.
The amount of the fixed rate payments will be baseduotations received by the trustee, or an ag@mbinted for that purpose,
from four leading interest rate swap dealers aguiftations from four leading interest rate swaglels are not obtainable, three
leading interest rate swap dealers.

Special Event Redemption

Unless we state otherwise in the applicpbdspectus supplement, if a special event relatrayseries of junior subordinated debt
securities then exists, we may, at our option, @adéhe series of junior subordinated debt secaritiavhole, but not in part, on any date within
90 days of the special event occurring. The redemmtrice will equal the principal amount of thajor subordinated debt securities then
outstanding plus accrued and unpaid interest tal#te fixed for redemption.

A "special event" means a "tax event" ofiamestment company event." A "tax event" occutewa trust receives an opinion of counsel
experienced in these matters to the effect tha, rasult of any amendment to, or change, includimgannounced prospective change in, the
laws or regulations of the United States or anytipal subdivision or taxing authority affectingcegtion, or as a result of any official
administrative pronouncement or judicial decisioteipreting or applying those laws or regulatiamisich amendment or change is effective ol
pronouncement or decision is announced on or tifeedate of issuance of the preferred securitiestaist, there is more than an insubstantial
risk that:

. the trust is, or will be within 90 days of that @asubject to United States federal income tax vafipect to income received or
accrued on the corresponding series of junior glibated debt securities;

. interest payable by us on the series of junifmosdinated debt securities is not, or within 99daf that date, will not be,
deductible, in whole or in part, for United Statederal income tax purposes; or

. the trust is, or will be within 90 days of that €asubject to more than a de minimis amount ofraieees, duties or other
governmental charges.
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An "investment company event" occurs whemespect of a trust, there is a change in lavegulation, or a change in interpretation or
application of law or regulation, by any legislatiody, court, governmental agency or regulatotiiaity such that such trust is or will be
considered an "investment company" that is requiodee registered under the Investment CompanyAt840, which change becomes
effective on or after the date of issuance of tiefgured securities of a trust.

Notice of Redemption

Unless we state otherwise in the applicabbspectus supplement, we will mail notice of asyemption of your junior subordinated debt
securities at least 30 days but not more than §6 Hafore the redemption date to you at your reggst address. Unless we default in paymen
of the redemption price, on and after the redempdiate interest will cease to accrue on the jusifnordinated debt securities or the portions
called for redemption.

Option to Defer Payment of I nterest

If provided in the applicable prospectup@ament, we will have the right during the termaal series of junior subordinated debt
securities to defer payment of interest otherwise @nd payable on the junior subordinated debtiiesufor a period, subject to the terms,
conditions and covenants specified in the prospestipplement. However, we may not defer paymeinttefest beyond the maturity of the
junior subordinated debt securities. We will ddseithe United States federal income tax conseqsearut special considerations relating
any junior subordinated debt securities in the igpple prospectus supplement.

If we exercise this right, during the de&period we and our subsidiaries may not, exaspitherwise stated in the applicable prospectu
supplement:

. declare or pay any dividends or distributions amegleem, purchase, acquire or make a liquidatagymgnt on, any of our
capital stock, or

. make any payment of principal, premium, if aolinterest on or repay, repurchase or redeem ebisigcurities or guarantees
that rank equally with or junior in interest to tlu@ior subordinated debt securities,

other than:
. dividends or distributions on our common stock,
. redemptions or purchases of any rights pursuantitsights plan, or any successor to our righte,pdend the declaration of a
dividend of these rights in the future, and
. payments under any guarantee.

M odification of Indenture

We, the debenture trustee and, if appleatile Subsidiary Guarantor may, without the consgthe holders of junior subordinated debt
securities, amend, waive or supplement the juniboedinated debt security indenture for specifiatppses, including, among other things,
curing ambiguities, defects or inconsistencies. E\my, no action may materially adversely affectititerests of holders of any series of junior
subordinated debt securities or, in the case aksponding junior subordinated debt securitieshtiiders of the corresponding series of
preferred securities so long as they remain oulétgnWe may also amend the junior subordinated sleturity indenture to maintain the
qualification of the junior subordinated debt ségundenture under the Trust Indenture Act.
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We, the debenture trustee and, if appleatile Subsidiary Guarantor may, with the consétiteoholders of not less than a majority in
principal amount of the series of junior subordashtiebt securities affected, modify the junior sdbwmted debt security indenture in a manne
affecting the rights of the holders of junior sutioated debt securities. However, no modificaticaynwithout the consent of the holder of
each outstanding junior subordinated debt secafigcted:

. change the stated maturity of the junior submatiid debt securities,
. reduce the principal amount of the junior sulitated debt securities,
. reduce the rate or, except as permitted by thejumibordinated debt security indenture and thragef the series of junior

subordinated debt securities, extend the time it of interest on the junior subordinated delousities, or

. reduce the percentage of principal amount of thejusubordinated debt securities, the holderstutkvare required to consent
to the modification of the junior subordinated dséturity indenture.

In the case of corresponding junior submatid debt securities, so long as any of the qoorefing series of preferred securities remain
outstanding:

. no such modification may be made that adverseBctdfthe holders of the preferred securities,
. no termination of the junior subordinated debt siégindenture may occur, and
. no waiver of any debenture event of default or ciienpe with any covenant under the junior suboriidalebt security

indenture may be effective,

without the prior consent of the holders of at ieamajority of the aggregate liquidation preferenf the preferred securities unless the
principal of the corresponding junior subordinatietht securities and all accrued and unpaid interesthie corresponding junior subordinated
debt securities have been paid in full and othedit@ns are satisfied.

In addition, we, the debenture trustee #rapplicable, the Subsidiary Guarantor may execwithout your consent, any supplemental
indenture for the purpose of creating any new seafgunior subordinated debt securities.

Debentur e Events of Default

Under the terms of the junior subordinadetit security indenture, each of the following ¢itutes a debenture event of default for a st
of junior subordinated debt securities:

. failure for 30 days to pay any interest on thges of junior subordinated debt securities whe®, dubject to the deferral of any
due date in the case of an extension period,

. failure to pay any principal or premium, if aron the series of junior subordinated debt seesritthen due, including at
maturity, upon redemption or by declaration,

. failure to observe or perform in any material respspecified other covenants contained in the jusithordinated debt security
indenture for 90 days after written notice from tiebenture trustee or the holders of at least 2bpsincipal amount of the
relevant series of outstanding junior subordinatebit securities,

. certain events of our bankruptcy, insolvencyemeivership, or
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. any other event of default described in the appledoard resolution, guarantee or supplementa&rnde under which the
series of debt securities is issued.

Effect of Event of Default

The holders of a majority in outstandingpipal amount of the series of junior subordinadetit securities have the right to direct the
time, method and place of conducting any proceeftingny remedy available to the debenture trustbe.debenture trustee or the holders of
not less than 25% in aggregate outstanding priheip@unt of the series of junior subordinated denlurities may declare the principal due
and payable immediately upon a debenture evengfaiutt. In the case of corresponding junior submatid debt securities, if the debenture
trustee or the holders of the corresponding jusidrordinated debt securities fail to make thisatation, the holders of at least 25% in
aggregate liquidation preference of the correspunderies of preferred securities will have thgiti

Waiver of Event of Default

The holders of a majority in aggregate tanding principal amount of the series of juniobatdinated debt securities may rescind and
annul the declaration and its consequences if:

. the event of default is other than our non-paynaé the principal of the junior subordinated debturities which has become
due solely by such acceleration and all other evehtlefault have been cured or waived, and

. we have paid or deposited with the debenture teusteum sufficient to pay:

. all overdue installments of interest (includingeirgst on overdue installments of interest) andcjal (and premium, if
any) due other than by acceleration, and

. certain amounts owing to the debenture truste@gents and counsel.

The holders of a majority in aggregate tautding principal amount of the junior subordinatiedht securities affected by the default may,
on behalf of the holders of all the junior suboedéd debt securities, waive any past default ancoihsequences, except:

. a default in the payment of principal (or premiufgny) or interest, and

. a default relating to a covenant or provision whicler the junior subordinated debt security indentannot be modified or
amended without the consent of the holder of eatstanding junior subordinated debt security.

We are required under the junior subordidatebt security indenture to file annually witk thnior subordinated debt security indenture
trustee a certificate of compliance.

Direct Actions by Holders of Trust Preferred Sectieis

If a debenture event of default is attréilé to our failure to pay interest or principaltbe corresponding junior subordinated debt
securities on the date the interest or principabigable, you, as a holder of preferred securities;, institute a legal proceeding directly agains
us or any guarantor, which we refer to in this peadus as a "direct action," for enforcement ofrpagt to you of the principal of or interest on
the corresponding junior subordinated debt seesrhiaving a principal amount equal to the aggrdgatilation amount of your related
preferred securities.
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We may not amend the junior subordinatdat decurity indenture to remove the right to brndirect action without the prior written
consent of the holders of all of the preferred sées. If the right to bring a direct action ismeved, the applicable issue may become subj
the reporting obligations under the Securities Exge Act of 1934, as amended. We have the righgruhé junior subordinated debt security
indenture to set-off any payment made to you asldeh of preferred securities by us in connectidth\a direct action. You will not be able to
exercise directly any other remedy available talbrd of the corresponding junior subordinated deburities.

You will not be able to exercise directlyyaemedies other than those described in the giegg@aragraph available to holders of the
junior subordinated debt securities unless thesdean an event of default under the trust agreel

Consolidation, Merger, Sale of Assetsand Other Transactions

We will not consolidate with or merge iratoy other corporation or convey, transfer or leageproperties and assets substantially as an
entirety to any person, and no person will constéidvith or merge into us or convey, transfer aséeits properties and assets substantially a
an entirety to us, unless:

. if we consolidate with or merge into another cogtian or convey or transfer our properties andtasagbstantially as an
entirety to any person, the successor corporasi@nganized under the laws of the United Statemprstate or the District of
Columbia, and the successor corporation expressiynaes our obligations relating to the junior sdbwted debt securities,

. immediately after giving effect to the consolidationerger, conveyance or transfer, there existehenture event of default,
and no event which, after notice or lapse of timbath, would become a debenture event of default,

. in the case of corresponding junior subordinatdat decurities, the transaction is permitted underréelated trust agreement or
guarantee and does not give rise to any breaclolation of the related trust agreement or guamraed

. other conditions described in the junior suboatiéd debt security indenture are met.

The general provisions of the junior sulimated debt security indenture do not protect ygairsst transactions, such as a highly leverage
transaction, that may adversely affect you.

Satisfaction and Discharge

The junior subordinated debt security indesprovides that when, among other things, aligusubordinated debt securities of a series
not previously delivered to the debenture trusteecéncellation:

. have become due and payable, or

. will become due and payable at their stated matwithin one year,

and we deposit or cause to be deposited with therdare trustee, in trust, an amount in the cugr@mcurrencies in which the junior
subordinated debt securities are payable sufficeepay and discharge the entire indebtednesseojutiior subordinated debt securities of sucl
series not previously delivered to the debentwstée for cancellation, for the principal, premiuhany, and interest on the date of the deposi
or to the stated maturity, as the case may be,ttieejunior subordinated debt security indenturk seiase to be of further effect with respect tc
junior subordinated debt securities of such semmswe will be deemed to have satisfied and diggththe indenture with respect to jur
subordinated debt securities of such series. Horv@xewill continue to be obligated to pay all atisems due under the junior subordinated
debt security indenture and to provide the officeestificates and opinions of counsel describeth@junior subordinated debt security
indenture.
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Conversion or Exchange

We may issue junior subordinated debt seesithat we may convert or exchange into pretesecurities or other securities, property or
assets. If so, we will describe the specific teamsvhich junior subordinated debt securities magdmeverted or exchanged in the applicable
prospectus supplement. The conversion or exchamgebgm mandatory, at your option or at our optidme &pplicable prospectus supplement
will state the manner in which the preferred sdmsgior other securities, property or assets youlaveceive would be issued or delivered.

Subordination

In the junior subordinated debt securityeinture, we have agreed, and holders of juniorrslifieted debt securities will be deemed to
have agreed, that any junior subordinated debtr#gési subordinate and junior in right of payméatall senior indebtedness to the extent
provided in the junior subordinated debt secuntjeinture.

Upon any payment or distribution of ass$etsreditors upon any liquidation, dissolution, diimg up, reorganization, assignment for the
benefit of creditors, marshaling of assets or aarykbuptcy, insolvency, debt restructuring or simgeoceeding in connection with our
insolvency or bankruptcy, the holders of senioeistgdness will first be entitled to receive paymieritll of principal of, premium, if any, and
interest on the senior indebtedness before theeh®lof junior subordinated debt securities willdmtitled to receive or retain any payment of
the principal of, premium, if any, or interest & funior subordinated debt securities.

If the maturity of any junior subordinatéebt security is accelerated, the holders of aliséndebtedness outstanding at the time of the
acceleration will first be entitled to receive pamhin full of all amounts due, including any amtsudue upon acceleration, before you will be
entitled to receive any payment of the principalpseémium, if any, or interest on the junior subinated debt securities.

We will not make any payments of principglpremium, if any, or interest on the junior stfinated debt securities or for the acquisition
of junior subordinated debt securities (other taan sinking fund payment) if:

. a default in any payment on senior indebtednesseRests,
. an event of default on any senior indebtednesdtimgin the acceleration of its maturity then égjor
. any judicial proceeding is pending in connectiothvdefault.

When we use the term "indebtedness" we meidim respect to any person, whether recourse &l tor a portion of the assets of that
person and whether or not contingent:

. every obligation of, or any obligation guarantegdthat person for money borrowed,

. every obligation of, or any obligation guarantegdthat person evidenced by bonds, debenturess wotether similar
instruments, including obligations incurred in ceation with the acquisition of property, assetbusinesses but excluding the
obligation to pay the deferred purchase price gfsarch property, assets or business if payablelinvithin 90 days from the
date such indebtedness was created,

. every capital lease obligation of that person,
. leases of property or assets made as part of &isd lease-back transaction to which that peisarparty, and
. any amendments, renewals, extensions, modificatiodsefundings of any such indebtedness.
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The term "indebtedness" does not includédraccounts payable or accrued liabilities arigirthe ordinary course of business.

When we use the term "senior indebtednessthean the principal of, premium, if any, andriest on indebtedness, whether incurred on
prior to, or after the date of the junior subord@thdebt security indenture, unless the instrurnegdting or evidencing that indebtedness or
pursuant to which that indebtedness is outstanstisigs that those obligations are not superiaght of payment to the junior subordinated
debt securities or to other indebtedness whichsaajaally with, or junior to, the junior subordiedtdebt securities. Interest on this senior
indebtedness includes interest accruing on or #feefiling of any petition in bankruptcy or foroeanization relating to Principal Financial
Group, Inc., whether or not the claim for post-fieti interest is allowed in that proceeding.

The junior subordinated debt security indemdoes not limit the amount of additional sefaiebtedness that we may incur. We expect
from time to time to incur additional senior indetihess.

The junior subordinated debt security indemprovides that we may change the subordingionisions relating to any particular issue
junior subordinated debt securities prior to issgane will describe any change in the prospeaipplement relating to the juni
subordinated debt securities.

Governing Law

The junior subordinated debt security indemand the junior subordinated debt securitidsb&igoverned by and construed in accordi
with the laws of the State of New York.

Infor mation Concer ning the Debenture Trustee

The debenture trustee will have all théeduand responsibilities of an indenture trusteseiied in the Trust Indenture Act. Subject to
those provisions, the debenture trustee is notimedjto exercise any of its powers under the jusidyordinated debt security indenture at your
request, unless you offer reasonable indemnitynagi#fie costs, expenses and liabilities which hs&té¢e might incur. The debenture trustee is
not required to expend or risk its own funds owuingersonal financial liability in performing itaitles if the debenture trustee reasonably
believes that it is not reasonably assured of neygsy or adequate indemnity.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

We will issue the junior subordinated deliess in one or more series under a junior subatdthindenture to be entered into among us,
the Subsidiary Guarantor, as guarantor, and Thé& BaNew York Mellon Trust Company, N.A., as trust&Ve refer to this junior
subordinated indenture in this prospectus as thieljsubordinated debenture indenture. We mayiatae junior subordinated debt under our
junior subordinated debt security indenture. Unl#berwise specified in a prospectus supplement) saries of junior subordinated di
issued under our junior subordinated debt securdgnture or our junior subordinated debenturentae will rank equally with all other such
series and will be unsecured, junior and subordihads described in the applicable indenture,ltof @ur senior indebtedness, as defined in
such applicable indenture, including all debt issuader our senior indenture or subordinated intenSee "Junior Subordinated Debt
Securities" for a description of our junior submatied debt security indenture and junior suborduhaebt securities.

We may, in certain circumstances, withattae to or consent of the holders of the junidsedinated debentures, issue additional junior
subordinated debentures having the same termsamdiitions as junior subordinated debentures preslWogsued under this prospectus and
applicable prospectus supplement, so that suchiadalijunior subordinated debentures and the jusubbordinated debentures previously
offered under this prospectus and any applicaldegactus supplement form a single series, anderafes in this prospectus and any applic
prospectus supplement to the junior subordinatéemterres shall include, unless the context otherwaguires, any further junior subordinated
debentures issued as described in this paragraph.

The following description of the terms bétjunior subordinated debentures is a summasynitmarizes only those terms of the junior
subordinated debentures which we believe will betmmportant to your decision to invest in our pmsubordinated debentures. You should
keep in mind, however, that it is the junior suboatied debenture indenture, and not this summamichwdefines your rights as a holder of our
junior subordinated debentures. There may be @ifeisions in the junior subordinated debentureiridre which are also important to y:

You should read the junior subordinated debentuleriture for a full description of the terms of phwior subordinated debentures. The junior
subordinated debenture indenture is filed as aib#xb the registration statement that includés grospectus. See "Where You Can Find
More Information" for information on how to obtaéncopy of the junior subordinated debenture indentu

Ranking of the Junior Subordinated Debentures

Each series of junior subordinated debestwill rank equally with all of our equally rankimdebt securities including, unless otherwise
specified in the prospectus supplement relatirguth series or such securities, all other serigsnodr subordinated debentures and all series
of our junior subordinated debt securities, and élunsecured and subordinate and junior, as ithesicin the junior subordinated debenture
indenture, to all of our senior indebtedness amdédfin the junior subordinated debenture indentwréch includes all debt issued under our
senior indenture or subordinated indenture. Seeube&lination."

We are an insurance holding company witllinect operations whose assets include all obtitetanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantonistermediary holding company with no direct ojieras whose assets include all of the
outstanding shares of Principal Life and other glibges. As a consequence, our ability to satiafy obligations under the junior subordinated
debentures and the Subsidiary Guarantor's abilisatisfy its obligations under the subsidiary gasge will depend in large part on the ability
of our insurance company and other subsidiarieettare and distribute dividends or to advance mam¢he form of intercompany loans. C
insurance company subsidiaries are subject to wastatutory and regulatory restrictions, applieablinsurance companies generally, that
limit the amount of cash dividends, loans
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and advances that those subsidiaries may pay. &emd relating to capital requirements affectinme of our other subsidiaries also restrict
their ability to pay dividends and other distrilmnis and make loans to us. The payment of dividéods Principal Life to the Subsidiary
Guarantor is subject to restrictions set forthh& insurance laws of the State of lowa. As a reseult cash flows and ability to service our
obligations, including the junior subordinated detioees, are dependent upon the earnings of ourdsaliss, distributions of those earnings to
us and other payments or distributions of fundeiysubsidiaries to us. In addition, the junior@ulinated debentures will be effectively
subordinated to all existing and future liabilitiglsour subsidiaries, including the Subsidiary Gumior, and the subsidiary guarantee will be
effectively subordinated to all existing and futliedilities of the Subsidiary Guarantor's subsiigis, including obligations to policyholders.

Unless we state otherwise in the applicabdspectus supplement, the junior subordinate@mtebe indenture does not limit us from
incurring or issuing other secured or unsecured deter the junior subordinated debenture inderduiny other indenture that we may have
entered into or enter into in the future. See "—@dimation" and the prospectus supplement relatrany offering of securities.

Termsof the Junior Subordinated Debentures

We may issue the junior subordinated dalyestin one or more series through an indentutestigplements the junior subordinated
debenture indenture or through a resolution oftmard of directors or an authorized committee oftmard of directors.

You should refer to the applicable prospscupplement for the specific terms of the jusigiiordinated debentures. These may include:

the title and any limit upon the aggregate pgpatamount,

. the date(s) on which the principal is payabl¢hermethod of determining those date(s),

. the interest rate(s) or the method of determinivege interest rate(s),

. the date(s) on which interest will be payable ermiethod of determining these date(s),

. the circumstances in which interest may be defeifeshy,

. the regular record date or the method of deterrgittiis date,

. the place or places where we may pay principamprm, if any, and interest,

. the redemption or early payment provisions,

. the authorized denominations,

. the currency, currencies or currency units incivlwe may pay the purchase price for, the prinagoremium, if any, and

interest on the junior subordinated debentures,

. additions to or changes in the events of defauétny changes in any of our covenants specifigte junior subordinated
debenture indenture,

. any index or indices used to determine the amolupapments of principal and premium, if any, or thethod of determining
these amounts,

. whether a temporary global security will be sd@and the terms upon which you may exchange adiempglobal security for
definitive junior subordinated debentures,

. whether we will issue the junior subordinatetelgures, in whole or in part, in the form of omaermre global securities,
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. the terms and conditions of any obligation or riglet would have to convert or exchange the junitiostdinated debentures into
cash or other securities or property,

. provided the junior subordinated debentures areaomvertible, whether the Subsidiary Guarantor gilarantee, on an
unsecured junior subordinated basis, our obligatiomder the junior subordinated securities angh ithe material terms of such
subsidiary guarantee, and

. additional terms not inconsistent with the prouisiaf the junior subordinated debenture indenture.
Special Payment Terms of the Junior Subordinated Debentures

We may issue junior subordinated debentar@ssubstantial discount below their stated jpada@amount, bearing no interest or interest a
a rate which at the time of issuance is below ntamdktes. We will describe United States federabime tax consequences and special
considerations relating to any junior subordinatedentures in the applicable prospectus supplement.

The purchase price of any of the junioradinated debentures may be payable in one or focegn currencies or currency units. The
junior subordinated debentures may be denominatede or more foreign currencies or currency uoitshe principal of, premium, if any,
interest on any junior subordinated debentures Ibegyayable in one or more foreign currencies oreny units. We will describe the
restrictions, elections, United States federal inedax considerations, specific terms and otharmétion relating to the junior subordinated
debentures and the foreign currency units in thdieable prospectus supplement.

If we use any index to determine the amafipiayments of principal of, premium, if any, atdrest on any series of junior subordinated
debentures, we will also describe special UnitedeStfederal income tax, accounting and other deraiions relating to the junior
subordinated debentures in the applicable prospettpplement.

Denominations, Registration and Transfer

Unless we state otherwise in the applicpbdspectus supplement, we will issue the junidaosdinated debentures only in registered forn
without coupons in denominations of $1,000 andiatsgral multiple of $1,000. Junior subordinatethelgtures of any series will be
exchangeable for other junior subordinated debestaf the same issue and series, of any authatizeoimination of a like aggregate principal
amount, of the same original issue date and statadrity and bearing the same interest rate.

You may present junior subordinated delrestfor exchange as described above, or for regjstrof transfer, at the office of the
securities registrar or at the office of any trensfgent we designate for that purpose. You willimeur a service charge but you may be
obligated to pay any taxes and other governmehtaiges as described in the junior subordinatedrdeteeindenture. We will appoint the
trustee as securities registrar under the junibosiinated debenture indenture. We may at any t@seind the designation of any transfer a
that we initially designate or approve a changi@location through which the transfer agent aéts.must maintain a transfer agent in each
place of payment. We will specify the transfer agernhe applicable prospectus supplement. We maypwatime designate additional transfer
agents.

If we redeem any junior subordinated deless, neither we nor the trustee will be required t

. issue, register the transfer of, or exchang®juwubordinated debentures during a period beg@qat the opening of business 15
calendar days before the day of selection for rquiem of the junior subordinated debentures andrenalt the close of business
on the day of mailing of the relevant notice ofewrybtion, or
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. register, transfer or exchange any junior subotdohdebentures selected for redemption, excegrfgmportion not redeemed of
any junior subordinated debenture that is beingeetkd in part.

Global Junior Subordinated Debentures

We may issue a series of junior subordihaebentures in the form of one or more globalgusubordinated debentures. We will identify
the depositary holding the global junior subordéubtiebentures in the applicable prospectus suppleé will issue global junior
subordinated debentures only in fully registeradinfand in either temporary or permanent form. Usles exchanged for an individual junior
subordinated debenture, a global junior subordihdebenture may not be transferred except as awhol

. by the depositary to its nominee,
. by a nominee of the depositary to the depositagnather nominee, or
. by the depositary or any nominee to a successpositary, or any nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospesttpplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interests in a Global Junior SubordinateDebenture

If we issue a global junior subordinatetelgure, the depositary for the global junior sdibmated debenture or its nominee will credit on
its book-entry registration and transfer systempttiecipal amounts of the individual junior subaraied debentures represented by the global
junior subordinated debenture to the accounts &g that have accounts with it. We refer to thesons as "participants” in this prospes
The accounts will be designated by the dealersemwriters or agents for the junior subordinatedesiebres, or by us if the junior subordinated
debentures are offered and sold directly by us. @slip of beneficial interests in a global juniabsrdinated debenture will be limited to
participants or persons that may hold interestsutin participants. Ownership and transfers of bieiainterests in the global junior
subordinated debenture will be shown on, and efteonly through, records maintained by the appledbpositary or its nominee, for intere
of participants, and the records of participartdsjriterests of persons who hold through partidipafhe laws of some states require that you
take physical delivery of securities in definitificem. These limits and laws may impair your abilitytransfer beneficial interests in a global
junior subordinated debentu

So long as the depositary or its nominghégegistered owner of the global junior suboaitid debenture, the depositary or the nominee
will be considered the sole owner or holder ofjtiréor subordinated debentures represented byltirlbjunior subordinated debenture for all
purposes under the junior subordinated debentdeninire. Except as provided below, you:

. will not be entitled to have any of the indivalyunior subordinated debentures representeddyltbal junior subordinated
debenture registered in your name,

. will not receive or be entitled to receive ptogidelivery of any junior subordinated debentunedefinitive form, and
. will not be considered the owner or holder of theigr subordinated debenture under the junior slibated debenture
indenture.
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Payments of Principal, Premium and Interest

We will make principal, premium and intérpayments on global junior subordinated debentiréise depositary that is the registered
holder of the global junior subordinated debenturés nominee. The depositary for the junior sulimated debentures will be solely
responsible and liable for all payments made owaticof your beneficial ownership interests in ghebal junior subordinated debenture and
for maintaining, supervising and reviewing any meisorelating to your beneficial ownership interests

We expect that the depositary or its nomjmugon receipt of principal, premium or interesympents, immediately will credit participants'
accounts with amounts in proportion to their resipedeneficial interests in the principal amouhtree global junior subordinated debentur
shown on the records of the depositary or its nemiWe also expect that payments by participangsigas an owner of a beneficial interest
in the global junior subordinated debenture hetdugh those participants, will be governed by si@géhstructions and customary practices
is now the case with securities held for the actoohcustomers in bearer form or registered ire&ttname." These payments will be the
responsibility of those participants.

Issuance of Individual Junior Subordinated Debentes

Unless we state otherwise in the applicabtspectus supplement, if a depositary for a s@fgunior subordinated debentures is at any
time unwilling, unable or ineligible to continue dspositary, we will appoint a successor depositanye will issue individual junior
subordinated debentures in exchange for the gjabar subordinated debenture. In addition, we mggny time and in our sole discretion,
subject to the procedures of the depositary amahydimitations described in the prospectus supplamelating to the junior subordinated
debentures, determine not to have any junior subated debentures represented by one or more glafial subordinated debentures. If that
occurs, we will issue individual junior subordindtgebentures in exchange for the global junior sdibated debenture.

Further, we may specify that you may, amteacceptable to us, the trustee and the depp&itathe global junior subordinated debent
receive individual junior subordinated debenturesxchange for your beneficial interest in a glgbalor subordinated debenture, subject to
any limitations described in the prospectus supplemelating to the junior subordinated debenturethat instance, you will be entitled to
physical delivery of individual junior subordinatddbentures equal in principal amount to that heiainterest and to have the junior
subordinated debentures registered in your namkessiwve otherwise specify, those individual jursobordinated debentures will be issued ir
denominations of $1,000 and integral multiples bO®0.

Payment and Paying Agents

Unless we state otherwise in the applicpbtspectus supplement, we will pay principal e&rpium, if any, and interest on your junior
subordinated debentures at the office of the teustehe City of New York or at the office of angying agent that we may designate.

Unless we state otherwise in the applicabtspectus supplement, we will pay any interegtiaior subordinated debentures to the
registered owner of the junior subordinated delrerditithe close of business on the regular recatel fdr the interest, except in the case of
defaulted interest. We may at any time designatitiadal paying agents or rescind the designatioany paying agent. We must maintain a
paying agent in each place of payment for the jusitbordinated debentures.

Any moneys deposited with the trustee gr@aying agent, or then held by us in trust, fa payment of the principal of, premium, if any,
and interest on any junior subordinated debenhatremain unclaimed for two years after the pgatipremium or interest has become due
and payable
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will, at our request, be repaid to us. After repapito us, you are entitled to seek payment oalynfus as a general unsecured creditor.
Redemption

Unless we state otherwise in the applicabdspectus supplement, junior subordinated debestuill not be subject to any sinking fund.

Unless we state otherwise in the applicabdspectus supplement, we may, at our optiongradeny series of junior subordinated
debentures after its issuance date in whole oaihgt any time and from time to time. We may redgenior subordinated debentures in
denominations larger than $1,000 but only in ireégrultiples of $1,000. Unless otherwise specifiethe applicable prospectus supplement,
the redemption price for any junior subordinatebetdure redeemed shall be equal to 100% of theipahamount plus any accrued and
unpaid interest as of the redemption date, providesaever, that installments of accrued and unp#ietést whose stated maturity is on or prio
to the redemption date will be payable to the haladd such securities, or one or more predecessurrisies, registered as such at the close of
business on the relevant regular record datesssiolinerwise so specified.

Notice of Redemption

Unless we state otherwise in the applicabtspectus supplement, we will mail notice of asyemption of your junior subordinated
debentures at least 30 days but not more than yhkfore the redemption date to you at your reggst address. Unless we default in payr
of the redemption price, on and after the redempdiate interest will cease to accrue on the jusitnordinated debentures or the portions
called for redemption.

Option to Defer Payment of I nterest

If provided in the applicable prospectupament, we will have the right during the termaaf series of junior subordinated debentures
to defer payment of interest otherwise due and lplayan the junior subordinated debentures for &@gesubject to the terms, conditions and
covenants specified in the prospectus supplementieder, we may not defer payment of interest beybedinal maturity of the junior
subordinated debentures. We will describe the drfiates federal income tax consequences and bpec&derations relating to any junior
subordinated debentures in the applicable prospettpplement.

If we exercise this right, during the def¢period we and our subsidiaries may not, exaspitherwise stated in the applicable prospectu
supplement:

. declare or pay any dividends or distributions amredeem, purchase, acquire or make a liquidatyment with respect to, any
shares of our capital stock, or

. make any payment of principal of or interespremium, if any, on or repay, repurchase or redaeynof our debt securities or
guarantees that rank equally with the junior sulmated debentures or junior to the junior subordidalebentures.

M odification of Indenture

We, the trustee and, if applicable, thesslibry Guarantor may, without the consent of thklérs of junior subordinated debentures,
amend, waive or supplement the junior subordindedzbnture indenture for specified purposes, inolgidhmong other things, curing
ambiguities, defects or inconsistencies. Howeverction may adversely affect in any material resfiee interests of
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holders of any series of junior subordinated delreist We may also amend the junior subordinatedrtabe indenture to maintain the
qualification of the junior subordinated debentin@enture under the Trust Indenture Act.

We, the trustee and, if applicable, thesglibry Guarantor may, with the consent of the Brddf not less than a majority in principal
amount of the series of junior subordinated debestaffected, modify the junior subordinated detrenindenture in a manner affecting the
rights of the holders of junior subordinated debezdg. However, no modification may, without the emt of the holder of each outstanding
junior subordinated debenture affect

. change the stated maturity of the junior submatiid debentures,
. reduce the principal amount of the junior subortidadebentures,
. reduce the rate or, except as permitted by thejumibordinated debenture indenture and the tefite series of junior

subordinated debentures, extend the time of paynfenterest on the junior subordinated debentures.

. modify the subordination provisions of the juniobsrdinated debenture indenture with respect tetierdination of a series
junior subordinated debentures in any manner natgeadverse to the holders of such series, or

. reduce the percentage of principal amount ofuh@r subordinated debentures, the holders otkwhre required to consent to
the modification of the junior subordinated debeatndenture.

In addition, we, the trustee and, if apgiile, the Subsidiary Guarantor may execute, witiiout consent, any supplemental indenture fot
the purpose of creating any new series of junibostdinated debentures.

Debentur e Events of Default

Under the terms of the junior subordinadetienture indenture, the events that constitutsvant of default for a series of junior
subordinated debentures will include:

. certain events of our bankruptcy, insolvencyemeivership, and

. any other event specified in the applicable daasolution or supplemental indenture under witehseries of junior
subordinated debentures is issued.

Effect of Event of Default

The holders of a majority in aggregate tautding principal amount of the series of juniobadinated debentures have the right to direct
the time, method and place of conducting any prdiogefor any remedy available to the trustee. Thstée or the holders of not less than 25%
in aggregate outstanding principal amount of thieesef junior subordinated debentures may dedtaerincipal and accrued but unpaid
interest due and payable immediately upon a debeettent of default (other than an event of defialétting to our bankruptcy, insolvency or
reorganization). If an event of default relatingotar bankruptcy, insolvency or reorganization osgtine principal amount of all junior
subordinated debentures of the series shall autcatigtbecome due and payable.
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Waiver of Event of Default

The holders of a majority in aggregate wutding principal amount of the series of juniobsulinated debentures may rescind and annu
the declaration and its consequences if:

. the event of default is other than our non-payneétite principal of the junior subordinated debeesuwhich has become due
solely by such acceleration and all other eventdefdult have been cured or waived, and

. we have paid or deposited with the trustee a sufitisunt to pay:

. all overdue installments of interest (includingerest on overdue installments of interest) amacfpal (and premium, if
any) due other than by acceleration, and

. certain amounts owing to the trustee, its agantscounsel.

The holders of a majority in aggregate tuiding principal amount of the junior subordinatiethentures affected by the default may, on
behalf of the holders of all the junior subordimhtiebentures, waive any past default and its carese®s, except a defa(d) in the payment
of the principal of, or premium, if any, or intet@s, any junior subordinated debentur€?)r in respect of a covenant or provision which ur
the junior subordinated debenture indenture cabaaohodified or amended without the consent of tiddr of each outstanding junior
subordinated debenture affected.

We will be required under the junior subinaded debenture indenture to file annually with jinior subordinated debenture indenture
trustee a certificate of compliance.

Consolidation, Merger, Sale of Assetsand Other Transactions

We will not consolidate with or merge iratny other person or convey, transfer or lease mpeasties and assets substantially as an
entirety to any person, and no person will constédvith or merge into us, unless the Companyessthviving person or:

. if we consolidate with or merge into another perspnonvey or transfer our properties and assdtstantially as an entirety to
any person, the successor person shall be a ctigyrpartnership, trust or limited liability commpaorganized and validly
existing under the laws of the United States orstate or the District of Columbia, and the sucseserporation expressly
assumes our obligations relating to the junior sdinated debentures,

. immediately after giving effect to the consolidatinerger, conveyance or transfer, there existehenture event of default,
and no event which, after notice or lapse of timbath, would become a debenture event of defand,

. other conditions described in the junior suboatied debenture indenture are met.

The general provisions of the junior sulimated debenture indenture do not protect you agaiansactions, such as a highly leveraged
transaction, that may adversely affect you.

Satisfaction and Discharge

The junior subordinated debenture indenpuoides that when, among other things, all jusigoordinated debentures of a series not
previously delivered to the trustee for cancelkatio

. have become due and payable, or
. will become due and payable at their stated matwithin one year, or
. are to be called for redemption within one yeararratrangements satisfactory to the trustee fogiiag of notice of

redemption by the trustee in the name, and at xperese,
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and we deposit or cause to be deposited with thetete, in trust, {) money; (2 ) government obligations which through the schedipi@ymen

of principal and interest in respect thereof inaxdance with their terms will provide, not lateathone day before the due date of any payr
money; or (3) a combination thereof, in each case in an amsuificient to pay and discharge the entire indefésd on the junior
subordinated debentures of such series not prdyidetivered to the trustee for cancellation, foe principal, premium, if any, and interest on
the date of the deposit or to the stated maturitgdemption date, as the case may be, then ti@ gubordinated debenture indenture will
cease to be of further effect with respect to jusighordinated debentures of such series and Wwéevdeemed to have satisfied and discharge
the indenture with respect to junior subordinatedeahtures of such series. However, we will contitouge obligated to pay all other sums due
under the junior subordinated debenture indentndeta provide the officers' certificates and opins@f counsel described in the junior
subordinated debenture indenture.

Conversion or Exchange

We may issue junior subordinated debentiiv@éiswe may convert or exchange into other saeariproperty or assets. If so, we will
describe the specific terms on which junior sulbmaithd debentures may be converted or exchangbe applicable prospectus supplement.
The conversion or exchange may be mandatory, atgtion or at our option. The applicable prospsaupplement will state the manner in
which the securities, property or assets you woedeive would be issued or delivered.

Subordination

In the junior subordinated debenture indemtwe have agreed, and holders of junior subatdihdebentures will be deemed to have
agreed, that any junior subordinated debenturesudrerdinate and junior in right of payment tosahior indebtedness to the extent provide
the junior subordinated debenture indenture.

Upon any payment or distribution of assetsreditors upon any liquidation, dissolution, diimy up, reorganization, assignment for the
benefit of creditors, marshaling of assets or aamykbuptcy, insolvency, debt restructuring or simpgeoceeding in connection with our
insolvency or bankruptcy, the holders of senioeintgédness will first be entitled to receive paymieritll of principal of, premium, if any, and
interest on the senior indebtedness before theshlaf junior subordinated debentures will be &tito receive or retain any payment of the
principal of, premium, if any, or interest on thumior subordinated debentures.

If the maturity of any junior subordinatéebentures is accelerated, the holders of all s@miebtedness outstanding at the time of the
acceleration will first be entitled to receive pagmhin full of all amounts due, including any amtsudue upon acceleration, before you will be
entitled to receive any payment of the principalpseémium, if any, or interest on the junior subinated debentures.

We will not make any payments of principglpremium, if any, or interest on the junior stdinated debentures or for the acquisition of
junior subordinated debentures (other than anyirginkuind payment) if

. a default in any payment on senior indebtednesséaRkists,
. an event of default on any senior indebtednesdtimgin the acceleration of its maturity then dsjor
. any judicial proceeding is pending in connectiothvdefault.
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When we use the term "indebtedness" we meidim respect to any person, whether recourse adl tor a portion of the assets of that
person and whether or not contingent:

. every obligation of, or any obligation guarantegdthat person for money borrowed,

. every obligation of, or any obligation guarantegdthat person evidenced by bonds, debenturess wotather similar
instruments, including obligations incurred in cention with the acquisition of property, assetbuginesses but excluding the
obligation to pay the deferred purchase price gfsrch property, assets or business if payablelinvithin 90 days from the
date such indebtedness was created,

. every capital lease obligation of that person,
. leases of property or assets made as part of dmaisd lease-back transaction to which that peisarparty, and
. any amendments, renewals, extensions, modificainodsefundings of any such indebtedness.

The term "indebtedness" does not includédraccounts payable or accrued liabilities arigirthe ordinary course of business.

When we use the term "senior indebtednessthean the principal of, premium, if any, andriest on indebtedness, whether incurred on
prior to, or after the date of the junior subordéwbdebenture indenture, unless the instrumentiogear evidencing that indebtedness or
pursuant to which that indebtedness is outstansliaigs that those obligations are not superiaght of payment to the junior subordinated
debentures or to other indebtedness which rankallgauith, or junior to, the junior subordinatedb@mtures. Interest on this senior
indebtedness includes interest accruing on or #feefiling of any petition in bankruptcy or formeanization relating to Principal Financial
Group, Inc., whether or not the claim for post-fieti interest is allowed in that proceeding.

The junior subordinated debenture indentiares not limit the amount of additional seniorebteédness that we may incur. We expect:
time to time to incur additional senior indebtednes

The junior subordinated debenture indenpuoxides that we may change the subordinationigians relating to any particular issue of
junior subordinated debentures prior to issuanoe vl describe any change in the prospectus suapghé relating to the junior subordinat
debentures.

Governing Law

The junior subordinated debenture indentéune the junior subordinated debentures will beegoed by and construed in accordance with
the laws of the State of New York.

Information Concerning the Trustee

The trustee will have all the duties argpamsibilities of an indenture trustee specifiethim Trust Indenture Act. Subject to those
provisions, the trustee will not be required toreise any of its powers under the junior subor@idatebenture indenture at your request, ul
you offer indemnity satisfactory to it against ttests, expenses and liabilities which the trustegntincur. The trustee will not be required
expend or risk its own funds or incur personalfiicial liability in performing its duties if the tstee reasonably believes that it is not reasor
assured of repayment or adequate indemnity.
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DESCRIPTION OF CAPITAL STOCK OF PRINCIPAL FINANCIAL GROUP, INC.
Our authorized capital stock consists 6&fldlllion shares of common stock and 500 millioargls of preferred stock.

As of March 31, 2011, we had 321.3 millaurtstanding shares of common stock. Holders of comstock have received a right entitling
them, when the right becomes exercisable, to psecbhares of Series A Junior Participating PredeBteck. See "-Stockholder Rights Plan
As of March 31, 2011, we had 3 million shares afi€®A Perpetual Preferred Stock and 10 milliorret®f Series B Perpetual Preferred S
outstanding.

The following description of our capitabsk is a summary. It summarizes only those aspaiar capital stock which we believe will be
most important to your decision to invest in oupita stock. You should keep in mind, however, th& our Amended and Restated
Certificate of Incorporation and our Amended andtR&d By-Laws, and the Delaware General Corparatav, and not this summary, which
define your rights as a securityholder. There mapther provisions in these documents which areiaiportant to you. You should read these
documents for a full description of the terms of capital stock. Our Amended and Restated Certdio&Incorporation and our Amended and
Restated Byl-aws are incorporated by reference as exhibitegaegistration statement that includes this prosgge See "Where You Can Fi
More Information" for information on how to obtadopies of these documents.

Common Stock

Holders of common stock are entitled teeree such dividends as may from time to time bdated by our board of directors out of funds
legally available for the payment of such divideridslders of common stock are entitled to one ya&eshare on all matters on which the
holders of common stock are entitled to vote andatchave any cumulative voting rights. Holders@fmon stock have no preemptive,
conversion, redemption or sinking fund rights.He event of a liquidation, dissolution or winding af Principal Financial Group, Inc., holders
of common stock are entitled to share equally atahly in the assets of Principal Financial Grdap,, if any, remaining after the payment of
all liabilities of Principal Financial Group, Inand the liquidation preference of any outstandiagsor series of preferred stock. The rights
privileges of holders of common stock are subjedhe outstanding Series A Perpetual PreferredkStbe outstanding Series B Perpetual
Preferred Stock or any series of preferred stoakwle may issue in the future, as described belw.common stock is listed on the New
York Stock Exchange under the symbol "PFG".

Preferred Stock

We will describe the particular terms of aeries of preferred stock and any related guaeaintthe prospectus supplement relating to th
offering.

Our board of directors has the authoritistme preferred stock in one or more series afid the number of shares constituting any such
series and the voting rights, designations, prefags and qualifications, limitations and restricti@f the shares constituting any series, wit
any further vote or action by our stockholders. ®seiance of preferred stock by our board of dinesctould adversely affect the rights of
holders of common stock.

We will fix or designate the rights, prefaces, privileges and restrictions, including divid rights, voting rights, terms of redemption,
retirement and sinking fund provisions and liquidiatpreferences, if any, of a series of prefertedisthrough a certificate of designation
adopted by our board of directors. We will desctheterms, if any, on which shares of any sergs@ferred stock are convertible or
exchangeable into common stock in the prospectosiement relating to the offering. The conversioexchange may be mandatory, at your
option or at our option. The
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applicable prospectus supplement will state themaam which the shares of common stock that yduregeive as a holder of preferred stock
would be converted or exchanged.

On October 22, 2001, our board of directarthorized the issuance of one right with respeetich share of common stock issued
between October 22, 2001 and the distribution ¢edalescribed below). When these rights becomeisgbte, holders of the rights will be
entitled to purchase Series A Junior ParticipaBngferred Stock. See "—Stockholder Rights Plan”.

Change of Control Related Provisionsin Our Certificate of Incorporation and By-Laws, and Delaware Law

A number of provisions of our certificateimcorporation and by-laws deal with matters offzrate governance and rights of
stockholders. The following discussion is a gensuahmary of selected provisions of our certifiaatténcorporation and by-laws and
regulatory provisions that might be deemed to lmpetential antitakeover effect. These provisioay tmave the effect of discouraging a fut
takeover attempt which is not approved by our badmdirectors but which individual stockholders ndgem to be in their best interests or in
which stockholders may receive a substantial prenfar their shares over then current market priéassa result, stockholders who might
desire to participate in such a transaction mayhage an opportunity to do so. Such provisions aldb render the removal of the incumbent
board of directors or management more difficultm&grovisions of the Delaware General Corporatiaw land the lowa insurance laws may
also have an antitakeover effect. The followingcdigsion of selected provisions of our certificatieincorporation and by-laws and selected
provisions of the Delaware General Corporation lzend the lowa insurance laws are necessarily geapdateference should be made in eact
case to our certificate of incorporation and bydawhich are filed as exhibits to the registratitetement that includes this prospectus, and tc
the provisions of those laws, See "Where You Cad More Information” for information on where totalm a copy of our certificate of
incorporation and by-laws.

Unissued Shares of Capital Stock

Common Stock. As of March 31, 2011, we had 321.3 million ¢atsling shares of common stock. The remaining shafrauthorized
and unissued common stock are available for fusswance without additional stockholder approvathilé/the additional shares are not
designed to deter or prevent a change of contnoleusome circumstances we could use the additsbraaes to create voting impediments ¢
frustrate persons seeking to effect a takeovett@raise gain control by, for example, issuing thekares in private placements to purchaser
who might side with our board of directors in opjpgsa hostile takeover bid.

Preferred Stock. As of March 31, 2011, we had 3 million sharéSeries A Perpetual Preferred Stock and 10 mikibares of Series B
Perpetual Preferred Stock outstanding. Our boadirettors has the authority to issue additionafgnred stock in one or more series and t
the number of shares constituting any such seridste preferences, limitations and relative righsluding dividend rights, dividend rate,
voting rights, terms of redemption, redemption @ric prices, conversion rights and liquidation erences of the shares constituting any se
without any further vote or action by our stockreskl The existence of authorized but unissued pesfestock could reduce our attractiveness
as a target for an unsolicited takeover bid sineecauld, for example, issue shares of preferrezkdtmparties who might oppose such a
takeover bid or shares that contain terms the fiateacquiror may find unattractive. This may hadke effect of delaying or preventing a
change in control, may discourage bids for the comstock at a premium over the market price ofcthramon stock, and may adversely af
the market price of, and the voting and other sgiftthe holders of, common stock.
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Classified Board of Directors and Removdl@irectors. Our certificate of incorporation provides tita directors shall be divided in
three classes, as nearly equal in number as pestilth the term of office of each class to be ¢hyears. The classes serve staggered terms,
such that the term of one class of directors egpaeh year. Any effort to obtain control of oualbof directors by causing the election of a
majority of the board of directors may require mtinge than would be required without a staggeredtain structure. Our certificate of
incorporation also provides that directors maydmaoved only for cause at a meeting of stockholdgra vote of a majority of the shares then
entitled to vote. This provision may have the dffefcslowing or impeding a change in membershipwfboard of directors that would effect a
change of control.

Restriction on Maximum Number of Directoend Filling of Vacancies on our Board of Directors. Our by-laws provide that the
number of directors shall be fixed and increasedeareased from time to time by resolution of thard of directors, but the board of directors
shall at no time consist of fewer than three doextStockholders can only remove a director foaiseaby a vote of a majority of the shares
entitled to vote, in which case the vacancy catsesiich removal may be filled at such meeting leystockholders entitled to vote for the
election of the director so removed. Any vacancytenboard of directors, including a vacancy rasglfrom an increase in the number of
directors or resulting from a removal for cause nghbe stockholders have not filled the vacancyy bwfilled by a majority of the directors
then in office, although less than a quorum. Ifwheancy is not so filled, it shall be filled byetstockholders at the next annual meeting of
stockholders. The stockholders are not permittddl teacancies between annual meetings except avttes vacancy resulted from a removal
for cause. These provisions give incumbent direcsanificant authority that may have the effeclimiting the ability of stockholders to effe
a change in management.

Advance Notice Requirements for NominatiofiDirectors and Presentation of New Business atdfiags of Stockholders; Action by
Written Consent.  Our by-laws provide for advance notice requieets for stockholder proposals and nominationsglii@ctor. In addition,
under the provisions of both our certificate ofarforation and by-laws, action may not be takemwhtten consent of stockholders; rather, any
action taken by the stockholders must be effectedduly called meeting. The Chairman of the Boahief executive officer, or, under some
circumstances, the president or any vice presideuat the board of directors may call a special mgeThese provisions make it more
procedurally difficult for a stockholder to placeeoposal or nomination on the meeting agenda takie action without a meeting, and
therefore may reduce the likelihood that a stoottéolvill seek to take independent action to reptiicectors or seek a stockholder vote with
respect to other matters that are not supporteddrnyagement.

Limitations on Director Liability

Our certificate of incorporation containpravision that is designed to limit our directdizbility. Specifically, directors will not be hel
liable to Principal Financial Group, Inc. for moast damages for breach of their fiduciary duty asractor, except to the extent that this
limitation on or exemption from liability is not pmitted by the Delaware General Corporation Law angl amendments to that law.

The principal effect of the limitation oiability provision is that a stockholder is unabdeprosecute an action for monetary damages
against a director of Principal Financial Grougs. lanless the stockholder can demonstrate a badislility for which indemnification is not
available under the Delaware General Corporation. Jéhis provision, however, does not eliminateimitl director liability arising in
connection with causes of action brought undeféderal securities laws. Our certificate of incagimn does not eliminate our directors' duty
of care. The inclusion of this provision in ourtifgzate of incorporation may, however, discouragealeter stockholders or management from
bringing a lawsuit against directors for a breattheir fiduciary duties, even though such an agtibsuccessful, might otherwise have
benefited Principal Financial Group, Inc. and
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our stockholders. This provision should not aftbet availability of equitable remedies such asrinfion or rescission based upon a director's
breach of the duty of care.

Our by-laws also provide that we will indeifiy our directors and officers. We are requirednemnify our directors and officers for all
judgments, fines, settlements, legal fees and akgenses incurred in connection with pending atered or completed legal proceedi
because of the director's or officer's positiorhvitincipal Financial Group, Inc. or another entitst the director or officer serves at our
request, subject to various conditions, and to adedunds to our directors and officers to enalfsdert to defend against such proceedings. To
receive indemnification, the director or officer shthave been successful in the legal proceedihgwe acted in good faith and in what was
reasonably believed to be a lawful manner in trst imeerest of Principal Financial Group, Inc.

Supermajority Voting Requirement for Ameneémt of Certain Provisions of our Certificate of lmrporation and By-Laws. The
provisions of our certificate of incorporation govg, among other things the classified board dihector's discretion in determining what he
or she reasonably believes to be in the best st Principal Financial Group, Inc., the liatyilof directors and the elimination of
stockholder actions by written consent may notrberaded, altered or repealed unless the amendmampisved by the vote of holders of
three/fourths of the shares then entitled to vbeneelection of directors. This requirement exsetb@ majority vote of the outstanding stock
that would otherwise be required by the Delawared®a Corporation Law for the repeal or amendmésuoch provisions of the certificate of
incorporation. Our by-laws may be amended by trerdbof directors or by the vote of holders of tif@erths of the shares then entitled to
vote. These provisions make it more difficult forygperson to remove or amend any provisions that ba antitakeover effect.

Business Combination Statute. In addition, as a Delaware corporation, wesatgiect to Section 203 of the Delaware General
Corporation Law, unless we elect in our certificaténcorporation not to be governed by the pransiof Section 203. We have not made tha
election. Section 203 can affect the ability of'emterested stockholder” of Principal Financial GpoInc. to engage in business combinations,
such as mergers, consolidations or acquisitiorzlditional shares of Principal Financial Group, Ifiar a period of three years following the
time that the stockholder becomes an "interesttkhblder.” An "interested stockholder" is defirtednclude persons owning directly or
indirectly 15% or more of the outstanding votingcst of a corporation. The provisions of Section 208 not applicable in some circumstan
including those in which (a) the business combaratr transaction which results in the stockholslroming an "interested stockholder" is
approved by the corporation's board of directoisro the time the stockholder becomes an "interestockholder” or (b) the "interested
stockholder," upon consummation of such transactiems at least 85% of the voting stock of the ocaiion outstanding prior to such
transaction.

Limitations on Acquisitions of Securities

State insurance laws could be a significktérrent to any person interested in acquiringrobof Principal Financial Group, Inc. The
insurance holding company and other insurance tdwsany states regulate changes of control of arste holding companies, such as
Principal Financial Group, Inc. A change of conisgienerally presumed upon acquisitions of 10%hore of voting securities. The lowa,
Arizona and Vermont insurance holding company lamisch are applicable to us, require filings in gention with proposed acquisitions of
control of domestic insurance companies. Theseamse holding company laws prohibit a person fraguéing direct or indirect control of
insurer incorporated in the relevant jurisdictioh@ut prior insurance regulatory approval.
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Stockholder Rights Plan

Our board of directors has adopted a stolden rights plan under which each outstandingesb&our common stock issued between
October 22, 2001 and the distribution date (asrilest below) is coupled with a stockholder righheTstockholder rights are attached to the
certificates representing outstanding shares ofreomstock, and no separate rights certificatesheiltlistributed. Each right entitles the holde
to purchase one one-thousandth of a share of aigsS%& Junior Participating Preferred Stock. Each one-thousandth of a share of Series A
Junior Participating Preferred Stock have econ@nit voting terms equivalent to one share of Praddiinancial Group, Inc.'s common stock.
Until it is exercised, the right itself will not &tie the holder of the right to any rights as ackholder, including the right to receive dividends
or to vote at stockholder meetings. The descripgiod terms of the rights are found in a rights egrent entered into between Principal
Financial Group, Inc. and Mellon Investor Serviteé€, as rights agent. The following descriptiontloé rights agreement is a summary. You
should read the rights agreement for a full desiorip The rights agreement is filed as an exhibihie registration statement that includes this
prospectus. See "Where You Can Find More Informdtio

Stockholder rights are not exercisableluhé distribution date and will expire at the @axf business on October 22, 2011, unless earlie
redeemed or exchanged by us. A distribution datéldvoccur upon the earlier of:

. the tenth day after the first public announcememtoonmunication to us that a person or group dfi@id or associated persons
(referred to as an acquiring person) has acquieeéficial ownership of 10% or more of our outstaigdiommon stock (the date
of such announcement or communication is refeweabtthe stock acquisition time), or

. the tenth business day after the commencemarirmuncement of the intention to commence a tewifier or exchange offer
that would result in a person or group becomin@eguiring person.

If any person becomes an acquiring person, eadehof a stockholder right will be entitled to esise the right and receive, instead of
Series A Junior Participating Preferred Stock, camrstock or, in some circumstances, cash, a reduitipurchase price, property or other
securities of Principal Financial Group, Inc., hya value equal to two times the purchase pri¢heostockholder right. All stockholder rights
that are beneficially owned by an acquiring persoits transferee will become null and void.

If at any time after a public announcenteag been made or Principal Financial Group, Ins.rbaeived notice that a person has become
an acquiring person:

. Principal Financial Group, Inc. is acquired in arge or other business combination, or

. 50% or more of Principal Financial Group, Inc.'seds, cash flow or earning power is sold or tramstk

each holder of a stockholder right, except rightéciv previously have been voided as described ahwillehave the right to receive, upon
exercise, common stock of the acquiring companyrigaa value equal to two times the purchase pri¢beoright.

The purchase price payable, the numbenefamethousandth of a share of Series A Junior Partitipa®referred Stock or other securi
or property issuable upon exercise of stockholigits and the number of such rights outstanding sabject to adjustment from time to tim:
prevent dilution. Except as provided in the rigliggeement, no adjustment in the purchase prideeonimber of shares of Series A Junior
Participating Preferred Stock issuable upon exerafsa stockholder right will be required until themulative adjustment would require an
increase or decrease of at least one percent jputtthase price or number of shares for which lat iggexercisable.
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At any time until the earlier ofl() the stock acquisition time o0i2() the final expiration date of the rights agreemem may redeem all
the stockholder rights at a price of $0.001 pentrig\t any time after a person has become an d@ogyperson and prior to the acquisition by
such person of 50% or more of the outstanding shafreur common stock, we may exchange the stodkheights, in whole or in part, at an
exchange ratio of one share of common stock, omoe¢housandth of a share of Series A Junior Partitigpd®referred Stock or of a share
class or series of preferred stock having equivalghts, preferences and privileges, per right.

The stockholder rights plan is designegrtiiect stockholders in the event of unsoliciteféisfto acquire Principal Financial Group, Inc.
and other coercive takeover tactics which, in thimion of Principal Financial Group, Inc.'s boarfdd@ectors, could impair its ability to
represent stockholder interests. The provisiorth@&tockholder rights plan may render an unsetliciakeover more difficult or less likely to
occur or may prevent such a takeover, even though mkeover may offer our stockholders the opmitiuto sell their stock at a price above
the prevailing market rate and may be favored magority of our stockholders.

Transfer Agent and Registrar

The transfer agent and registrar for oumiemn stock, our Series A Junior Participating Rrefi Stock, our Series A Perpetual Preferred
Stock and our Series B Perpetual Preferred StoClomsputershare Investor Services, LLC.

DESCRIPTION OF DEPOSITARY SHARES
General Terms

We may elect to offer depositary sharesasgting receipts for fractional interests in dsaturities or preferred stock. In this case, we
will issue receipts for depositary shares, eachto€h will represent a fraction of a debt secudtyshare of a particular series of preferred
stock, as the case may be.

We will deposit the debt securities or sisanf any series of preferred stock representatkpgsitary shares under a deposit agreement
between us and a depositary which we will naméénapplicable prospectus supplement. Subject ttethes of the deposit agreement, as an
owner of a depositary share you will be entitledpioportion to the applicable fraction of a dedtigity or share of preferred stock represente
by the depositary share, to all the rights andguesfces of the debt security or preferred stockh@sase may be, represented by the deposita
share, including, as the case may be, interestetid, voting, conversion, redemption, sinking furepayment at maturity, subscription and
liquidation rights.

The following description of the terms bétdeposit agreement is a summary. It summarizgsiuose terms of the deposit agreement
we believe will be most important to your decistorinvest in our depositary shares. You should keepind, however, that it is the deposit
agreement, and not this summary, which defines gights as a holder of depositary shares. Therelmagther provisions in the deposit
agreement that are also important to you. You shmdd the deposit agreement for a full descriptiotne terms of the depositary shares. The
form of the deposit agreement is filed as an exlbihe registration statement that includes phispectus. See "Where You Can Find More
Information” for information on how to obtain a gopf the deposit agreement.

Interest, Dividends and Other Distributions

The depositary will distribute all paymenfdnterest, cash dividends or other cash distiding received on the debt securities or preferre
stock, as the case may be, to you in proportichémumber of depositary shares that you own.
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In the event of a distribution other tharcash, the depositary will distribute propertyeiged by it to you in an equitable manner, unless
the depositary determines that it is not feasiblmake a distribution. In that case the depositaay sell the property and distribute the net
proceeds from the sale to you.

Redemption of Depositary Shares

If we redeem a debt security or seriesrefgrred stock represented by depositary shareslghositary will redeem your depositary sh.
from the proceeds received by the depositary riegultom the redemption. The redemption price pepasitary share will be equal to the
applicable fraction of the redemption price pertdsszurity or share of preferred stock, as the n#gbe, payable in relation to the redeemed
series of debt securities or preferred stock. Whenee redeem debt securities or shares of prefetaek held by the depositary, the
depositary will redeem as of the same redemptioa tthe number of depositary shares representirtpeasase may be, the debt securities or
shares of preferred stock redeemed. If fewer tHagheadepositary shares are to be redeemed, thesdary shares to be redeemed will be
selected by lot, proportionately or by any othanitaple method as the depositary may determine.

Exercise of Rightsunder the Indenturesor Voting the Preferred Stock

Upon receipt of notice of any meeting atalhyou, as a holder of interests, in depositediepred stock, are entitled to vote, or of any
request for instructions or directions from youadsolder of interests in deposited debt secuyitresdepositary will mail to you the
information contained in that notice. Each recoottibr of the depositary shares on the record ddtdeventitled to instruct the depositary h
to give instructions or directions with respecthe debt securities represented by that holdepsdiary shares or how to vote the amount of
the preferred stock represented by that holdepssitry shares. The record date for the depositaayes will be the same date as the record
date for the debt securities or preferred stockhasase may be. The depositary will endeavdheaxtent practicable, to give instructions or
directions with respect to the debt securitiesordte the amount of the preferred stock, as tlse ozay be, represented by the depositary s
in accordance with those instructions. We will &gte take all reasonable action which the depgsiteary deem necessary to enable the
depositary to do so. The depositary will abstaimfrgiving instructions or directions with respexthe debt securities or voting shares of the
preferred stock, as the case may be, if it doesaugtive specific instructions from you.

Amendment and Termination of the Deposit Agreement

We and the depositary may amend the foraepbsitary receipt evidencing the depositary shanel any provision of the deposit
agreement at any time. However, any amendment whaterially and adversely alters the rights oftibtlers of the depositary shares will not
be effective unless the amendment has been appbyvige: holders of at least a majority of the dépog shares then outstanding.

The deposit agreement will terminate if:

. all outstanding depositary shares have been redkame

. there has been a complete repayment or redemtitie debt securities or a final distribution irspect of the preferred stock,
including in connection with our liquidation, digstion or winding up, and the repayment, redemptiodistribution proceeds,
as the case may be, have been distributed to you.
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Resignation and Removal of Depaositary

The depositary may resign at any time Hiwddng to us notice of its election to do so. \Wlso may, at any time, remove the depositary.
Any resignation or removal will take effect upor tappointment of a successor depositary and iepéamace of such appointment. We must
appoint the successor depositary within 60 days dftlivery of the notice of resignation or removidie successor depositary must be a bank
or trust company having its principal office in theited States and having a combined capital anglsiof at least $50,000,000.

Charges of Depositary

We will pay all transfer and other taxesl governmental charges arising solely from theterise of the depositary arrangements. We
pay charges of the depositary in connection withitfitial deposit of the debt securities or preddrstock, as the case may be, and issuance o
depositary receipts, all withdrawals of shareseiftasecurities or preferred stock, as the casebmalgy you and any repayment or redemption
of the debt securities or preferred stock, as &se enay be. You will pay other transfer and othees$ and governmental charges, as well as tl
other charges that are expressly provided in thpesleagreement to be for your account.

Miscellaneous

The depositary will forward all reports atmmmunications from us which are delivered todbpositary and which we are required or
otherwise determine to furnish to holders of delousities or preferred stock, as the case may be.

Neither we nor the depositary will be liabinder the deposit agreement to you other thatihéodepositary's gross negligence, willful
misconduct or bad faith. Neither we nor the depogiwill be obligated to prosecute or defend amalgoroceedings relating to any depositary
shares, debt securities or preferred stock unbtssfactory indemnity is furnished. We and the d#famy may rely upon written advice of
counsel or accountants, or upon information pravid persons presenting debt securities or shamgeferred stock for deposit, you or other
persons believed to be competent and on documédnmith wwe and the depositary believe to be genuine.

DESCRIPTION OF WARRANTS

We may issue warrants, including warraotgurchase debt securities, preferred stock, constank or other securities, property or as
(including rights to receive payment in cash owusiies based on the value, rate or price of onmare specified commodities, currencies,
securities or indices) as well as other types ofavds. We may issue warrants independently orthegevith any other securities, and they |
be attached to or separate from those securitiesnilWissue the warrants under warrant agreemeetiseen us and a bank or trust compan
warrant agent, that we will describe in the prosipesupplement relating to the warrants that weroff

The following description of the terms bétwarrants is a summary. It summarizes only thesas of the warrants and the warrant
agreement which we believe will be most importangdur decision to invest in our warrants. You dddeeep in mind, however, that it is the
warrant agreement and the warrant certificateirglab the warrants, and not this summary, whidineés your rights as a warrantholder. Th
may be other provisions in the warrant agreemedtla@ warrant certificate relating to the warramkdch are also important to you. You shc
read these documents for a full description oftémms of the warrants. Forms of these documentBladeas exhibits to the registration
statement that includes this prospectus. See "W¥eueCan Find More Information” for information twow to obtain copies of these
documents.
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Debt Warrants

We will describe in the applicable prospsctupplement the terms of warrants to purchasesaehrities that we may offer, the warrant
agreement relating to the debt warrants and theawtacertificates representing the debt warrartes€ terms will include the following:

. the title of the debt warrants,

. the debt securities for which the debt warrantseaercisable,

. the aggregate number of the debt warrants,

. the price or prices at which we will issue the dehtrants, the principal amount of debt securitiieg you may purchase upon

exercise of each debt warrant and the price oegprit which such principal amount may be purchaped exercise,

. currency, currencies, or currency units, if ottian in U.S. dollars, in which such debt warramesto be issued or for which the
debt warrants may be exercised,

. the procedures and conditions relating to the ésemf the debt warrants,

. the designation and terms of any related debt g&suand guarantee issued with the debt warrant$ the number of debt
warrants issued with each debt security,

. the date, if any, from which you may separatelpdfar the debt warrants and the related securities,

. the date on which your right to exercise thetaedorrants commences, and the date on which yght expires,

. the maximum or minimum number of the debt wasarhich you may exercise at any time,

. if applicable, a discussion of material Unitedt®s federal income tax considerations,

. any other terms of the debt warrants and tepmszedures and limitations relating to your exer@sthe debt warrants, and
. the terms of the securities you may purchase epercise of the debt warrants.

We will also describe in the applicablegwectus supplement any provisions for a changeeiexercise price or expiration date of the
warrants and the kind, frequency and timing of aatice to be given. You may exchange debt warrariificates for new debt warrant
certificates of different denominations and mayreise debt warrants at the corporate trust offfcn@ warrant agent or any other office that
we indicate in the applicable prospectus supplentamtr to exercise, you will not have any of tights of holders of the debt securities
purchasable upon that exercise and will not beledtio payments of principal, premium, if any,mterest on the debt securities purchasable
upon the exercise.

Other Warrants
We may issue other warrants. We will ddszin the applicable prospectus supplement theviitig terms of those warrants:

. the title of the warrants,
. the securities, which may include preferred stacknmon stock or other securities, property or asgetluding rights to recei

payment in cash or securities based on the vaditee or price of one or more specified commoditiestencies, securities or
indices), for which you may exercise the warrants,
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. the aggregate number of the warrants,

. the price or prices at which we will issue the \aats, the number of securities or amount of othepgrty or assets that you n
purchase upon exercise of each warrant and the griprices at which such securities, propertyssets may be purchased,

. currency, currencies, or currency units, if ottian in U.S. dollars, in which such debt warramesto be issued or for which the
debt warrants may be exercised,

. the procedures and conditions relating to trer@se of the warrants,

. the designation and terms of any related securgmsed with the warrants, and the number of wésrissued with each securi

. the date, if any, from which you may separatelpdfar the warrants and the related securities,

. the date on which your right to exercise the wagaommences, and the date on which your rightregpi

. the maximum or minimum number of warrants which yoay exercise at any time,

. if applicable, a discussion of material Unitedt®s federal income tax considerations, and

. any other terms of the warrants, including terprscedures and limitations relating to your exgeand exercise of the
warrants.

We will also describe in the applicablegmectus supplement any provisions for a changeeirxercise price or the expiration date of the
warrants and the kind, frequency and timing of aatjce to be given. You may exchange warrant éeatiés for new warrant certificates of
different denominations and may exercise warrantiseacorporate trust office of the warrant agerdmy other office that we indicate in the
applicable prospectus supplement. Prior to theotseof your warrants, you will not have any of tights of holders of the preferred stock,
common stock or other securities purchasable upatnetxercise and will not be entitled to dividemyments, if any, or voting rights of the
preferred stock, common stock or other securitigshpasable upon the exercise.

Exercise of Warrants

We will describe in the prospectus suppleimelating to the warrants the principal amounthe number of our securities, or amounts of
other securities, property or assets that you nuagtase for cash upon exercise of a warrant, améxhrcise price. You may exercise a wal
as described in the prospectus supplement relitige warrants at any time up to the close ofrfimss on the expiration date stated in the
prospectus supplement. Unexercised warrants wilbime void after the close of business on the etipiralate, or any later expiration date 1
we determine.

We will forward the securities purchasalg®n the exercise as soon as practicable afteipteafepayment and the properly completed
executed warrant certificate at the corporate wifste of the warrant agent or other office staitethe applicable prospectus supplement. If
exercise less than all of the warrants represdmtatie warrant certificate, we will issue you a ngarrant certificate for the remaining
warrants.
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DESCRIPTION OF PURCHASE CONTRACTSAND PURCHASE UNITS

We may issue purchase contracts, includorgracts obligating or entitling you to purchassni us, and obligating or entitling us to sel
you, a specific number of shares of common stogkreferred stock or other securities, propertyssets, at a future date or da
Alternatively, the purchase contacts may obligatertitle us to purchase from you, and obligaterditle you to sell to us, a specific or vary
number of shares of common stock or preferred stmckther securities, property or assets, atwéutlate. The price per share of preferred
stock or common stock may be fixed at the timepilnehase contracts are issued or may be deterrhinegference to a specific formula
described in the purchase contracts. We may issteh@se contracts separately or as a part of eadis consisting of a purchase contract and
debt securities, undivided beneficial ownershiriests in debt securities, trust preferred seegritiepositary shares representing fractional
interests in debt securities or shares of prefesteck, or debt obligations of third parties, irdihg U.S. Treasury securities, securing your
obligations to purchase the preferred stock octiramon stock, or other securities, property ortasseder the purchase contract. The
purchase contracts may require us to make perpadiments to you or vice versa and the paymentshmaynsecured or prefunded on some
basis. The purchase contracts may require youctrag/our obligations in a specified manner. We @dlscribe in the applicable prospectus
supplement the terms of any purchase contractarehpse units and any related guarantee.

DESCRIPTION OF THE TRUST PREFERRED SECURITIES

The trustees of each trust will issue pref& securities and common securities of the titlst. preferred securities will represent preferrec
undivided beneficial interests in the assets ofréeted trust. As a holder of trust preferred sities, you will generally be entitled to a
preference with respect to distributions and am®patable on redemption or liquidation over the wmm securities of the trust, as well as
other benefits as described in the correspondirg &aigreement. Each of the trusts is a legallyragpantity and the assets of one trust are not
available to satisfy the obligations of any othest.

The following description of the terms bétform of trust agreement is a summary. It sunmaearonly those portions of the form of trust
agreement which we believe will be most importangaur decision to invest in the preferred seaesitiY ou should keep in mind, however,
it is the trust agreement, and not this summarychvtiefines your rights as a holder. There maythergrovisions in the trust agreement wil
are also important to you. You should read the fofrimust agreement itself for a full descriptiointtee terms of the preferred securities. The
form of trust agreement is filed as an exhibithte tegistration statement that includes this prasgge See "Where You Can Find More
Information” for information on how to obtain a gopf the trust agreement.

Ranking of Preferred Securities

The preferred securities of a trust wittkaqually, and we will make payments proportiolyateith the common securities of the trust
except as described under "—Subordination of Com8exurities." The preferred securities of each ireysresent preferred undivided
beneficial interests in the assets of the trusé fitoperty trustee will hold legal title to the mBsponding junior subordinated debt securities in
trust for the benefit of the holders of the relapeeferred securities and common securities.

Each guarantee agreement that we exeauy@to benefit, as a holder of preferred securitiea trust, will be a guarantee on a
subordinated basis with respect to the relatecepesd securities. However, our guarantee will n@rgntee payment of distributions or
amounts payable on redemption or liquidation ofggreferred securities when the related trust doésiave funds on hand available to make
such payments. See "Description of Guarantee mcipal Financial Group, Inc. of the Trust Prefer8sturities.”
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Distributions on the Preferred Securities
The trust will pay the distributions on teferred securities and common securities ateasggecified in the prospectus supplement.

The amount of distributions the trust nqesy for any period will be computed on the basia 860-day year of twelve 30-day months
unless we otherwise specify in the applicable peosps supplement. Distributions that are in arre@g bear interest at the rate per annum
specified in the applicable prospectus supplenidrg.term "distributions” as we use it in this presjois includes any additional amounts
provided in the corresponding trust agreement.

Distributions on the preferred securitieh be cumulative, will accrue from the date ofgirial issuance and will be payable on the dates
specified in the applicable prospectus supplemeanhy date on which distributions are payablelom ppreferred securities is not a business
the trust will instead make the payment on the sagteeding day that is a business day, and witmouinterest or other payment on account
of the delay. However, if that business day ishmnext succeeding calendar year, the trust wikerthe payment on the immediately prece:
business day. In each case payment will be madethétsame force and effect as if made on thetdatpayment was originally due. When
use the term "business day" in this prospectusne@n any day other than a Saturday or a Sundayday on which banking institutions in the
City of New York are authorized or required by lamexecutive order to remain closed or a day orcwihe corporate trust office of the
applicable trustee is closed for business.

If provided in the applicable prospectup@ament, we have the right under the junior suinatéd debt security indenture, the contract
that provides the terms for the corresponding jusidordinated debt securities, to extend theeastgrayment period for a specified number o
periods. However, we may not extend these intg@ginents beyond the maturity of the junior subatiid debt securities. As a consequence
of any extension, distributions on the correspogdireferred securities would be deferred by thstturing the extension period. These
distributions would continue to accumulate addiiodistributions at the rate per annum set forh@prospectus supplement.

If we exercise this right, during the e>xdiam period we and our subsidiaries may not:

. declare or pay any dividends or distributions amreoleem, purchase, acquire or make a liquidataymgnt on, any of our
capital stock, or

. make any payment of principal, premium, if anyirtgerest on or repay, repurchase or redeem anyséebrities that rank
equally with or junior in interest to the corresgom junior subordinated debt securities or makeratated guarantee paymel

other than:
. dividends or distributions on our common stock,
. redemptions or purchases of any rights pursuantitaights plan, or any successor to our rights pdend the declaration of a
dividend of these rights in the future, and
. payments under any guarantee.

We anticipate that the revenue of eaclt arvailable for distribution to you, as a holdempoéferred securities, will be limited to payments
under the corresponding junior subordinated detir#tées in which the trust will invest the proceddom the issuance and sale of its preferre
securities and its common securities. See "Desonif Corresponding Junior Subordinated Debt Sgesr"
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If we do not make interest payments onctireesponding junior subordinated debt securithes property trustee will not have funds
available to pay distributions on the correspongirgferred securities. The payment of distributjohand to the extent the trust has funds
legally available for the payment of these disttids is guaranteed by us on a limited basis afodtunder "Description of Guarantee by
Principal Financial Group, Inc. of the Trust Preder Securities."

The trust will pay distributions on the faieged securities to you provided you are entenetthé register of the trust on the relevant record
dates. As long as the preferred securities renmamok-entry form, the record date will be one hass day prior to the relevant distribution
date. If any preferred securities are not in bootyeform, the record date for the preferred samgiwill be the date 15 days prior to the
relevant distribution date.

Redemption
Redemption on a Repayment or Redemption of the €sponding Junior Subordinated Debt Securities

Upon the repayment or redemption, in whoslen part, of any corresponding junior subordidatiebt securities, the property trustee must
apply the proceeds from that repayment or redemptioedeem a like amount of the correspondingepredl securities. This redemption must
be made upon not less than 30 nor more than 60raice to you. The redemption price will be equeathe aggregate liquidation preferenc
the preferred securities, plus accumulated andidmistributions on the preferred securities todlage of redemption and the related amoui
any premium paid by us upon the concurrent redemptf the corresponding junior subordinated debuses. See "Description of
Corresponding Junior Subordinated Debt Securitieptie@al Redemption.”

If less than all of any series of correqing junior subordinated debt securities are repaigdeemed, then the proceeds from the
repayment or redemption will be allocated to redegpnoportionate amount of each of the preferredriies and the common securities. The
amount of premium, if any, paid by us upon the negligon of all or any part of any series of any esponding junior subordinated debt
securities repaid or redeemed will be allocateghpriionately to the redemption of the preferredusties and the common securities.

We must repay the principal of the corregfing junior subordinated debt securities when teydue. In addition, we will have the right
to redeem any series of corresponding junior subateld debt securities:

. in whole or in part, subject to the conditions vescibe under "Description of Corresponding JuBigibordinated Debt
Securities—Optional Redemption,"

. at any time, in whole, but not in part, upon thewrcence of a tax event or an investment compaenteeach as defined below,
and subject to the further conditions we descritden "Description of Corresponding Junior SubortidaDebt Securities—
Optional Redemption," or

. as we may otherwise specify in the applicable pgoss supplement.
Redemption or Distribution Upon the Occurrence offax Event or an Investment Company Event
If an event occurs that constitutes a taeneor an investment company event we will haweright to:

. redeem the corresponding junior subordinated dethirdies in whole, but not in part, and cause adasory redemption of the
preferred securities and common securities in whnlénot in part, within 90 days following the ocence of the tax event or
an investment company event, or
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. dissolve the related trust and cause the correspgfehior subordinated debt securities to be ifisted to the holders of the
preferred securities and common securities in digtion of the trust.

If provided in the applicable prospectupmament, we will have the right to extend or skorthe maturity of any series of corresponding
junior subordinated debt securities at the timé weexercise our right to elect to dissolve tHatesl trust and cause the corresponding ju
subordinated debt securities to be distributethéohtolders of the preferred securities and comreaurgies in liquidation of the trust.

When we use the term "additional sumshia prospectus we mean the additional amountanhgtbe necessary in order that the amoun
of distributions then due and payable by a trust®noutstanding preferred securities and commeuar#és will not be reduced as a result of
any additional taxes, duties and other governmehialges to which the trust has become subjectesu#t of a tax event.

When we use the term "tax event" we meamréheipt by the trust of an opinion of counselezignced in those matters to the effect that,
as a result of any amendment to, or change, inadudany announced prospective change, in, the latsedJnited States or any political
subdivision or taxing authority affecting taxatiam,as a result of any official administrative ppaoncement or judicial decision interpreting or
applying those laws or regulations, which amendmoechange is effective or pronouncement or degisicannounced on or after the trust
issues the preferred securities, there is moredhansubstantial risk that:

. the trust is, or will be within 90 days of the dafehe opinion, subject to United States federabme tax with respect to incor
received or accrued on the corresponding seriesroésponding junior subordinated debt securities,

. interest payable by us on the series of correspgrjdnior subordinated debt securities is not, dhiw 90 days of the date of tl
opinion, will not be, deductible, in whole or inrpdor United States federal income tax purposes,

. the trust is, or will be within 90 days of the dafehe opinion, subject to more than a de miniam®unt of other taxes, duties
other governmental charges.

When we use the term "investment compamynwe mean the occurrence of a change in lawgulation or a change in interpretation
or application of law or regulation by any legistatbody, court, governmental agency or regulasarthority to the effect that the applicable
trust is or will be considered an investment conypthat is required to be registered under the linvest Company Act of 1940, which change
becomes effective on or after the date of origissliance of the series of preferred securitiegtsy the trust.

When we use the term "like amount," we mean

. with respect to a redemption of any series of pretesecurities, preferred securities having adigtion amount equal to that
portion of the principal amount of correspondingi@r subordinated debt securities to be contempmanasly redeemed, the
proceeds of which will be used to pay the redenmgpidce of the preferred securities, and

. with respect to a distribution of correspondingigursubordinated debt securities to you, as a malfipreferred securities in
connection with a dissolution or liquidation of tredated trust, corresponding junior subordinatebt decurities having a
principal amount equal to the liquidation amounyoftir preferred securities.

When we use the term "liquidation amouwg'mean the stated amount of $25 per preferrediseand common security.
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After the liquidation date fixed for anysttibution of corresponding junior subordinatedtdsgurities for any series of preferred
securities:

. the series of preferred securities will no longerdeemed to be outstanding,

. The Depository Trust Company, which we refer tehils prospectus as "DTC," or its nominee, as teencholder of the series
of preferred securities, will receive a registegémbal certificate or certificates representing toeresponding junior
subordinated debt securities to be delivered upanhdistribution, and

. any certificates representing the series of prefesecurities not held by DTC or its nominee wélldeemed to represent the
corresponding junior subordinated debt securitaesrtg a principal amount equal to the stated ligtiah preference of the ser
of preferred securities, and bearing accrued apaidrinterest in an amount equal to the accrueduapdid distributions on the
series of preferred securities until you preseatdértificates to the administrative trustees eirthgent for transfer or
reissuance.

We can make no assurance as to what thieetnanices will be for the preferred securitiegtor corresponding junior subordinated debt
securities that may be distributed to you in exgesior your preferred securities if a dissolutiowl éiquidation of a trust were to occur.
Accordingly, the preferred securities that you piase, or the corresponding junior subordinated setuirities that you receive on dissolution
and liquidation of a trust, may trade at a discdarthe price that you paid to purchase the prefesecurities.

Voluntary Distribution of Junior Subordinated Debentures

If we so provide in the applicable prospsciupplement, we may elect, at any time, to dissile trust and cause the corresponding jt
subordinated debt securities to be distributedoiq ys a holder of the preferred securities, andsithe holder of the common securities, in
liquidation of the trust.

Redemption Procedures

The trust will redeem the preferred se@sibn each redemption date at the redemption pitbethe applicable proceeds from the
contemporaneous redemption of the correspondingrgabordinated debt securities. The trust wilksmeedemptions of the preferred
securities and pay the redemption price only toetktent that it has funds available for the paynoéithe redemption price. See also "—
Subordination of Common Securities."

If a trust gives notice to you of redemptif your preferred securities, then by 12:00 nd¢ew York City time, on the redemption date
the extent funds are available, the property teustd irrevocably deposit with DTC funds sufficieto pay the applicable redemption price anc
will give DTC irrevocable instructions and authgrib pay the redemption price to you. See "—BookrErssuance.”

If the preferred securities are no longebdok-entry form, the trust, to the extent fundsavailable, will irrevocably deposit with the
paying agent for the preferred securities fundfigant to pay the applicable redemption price ¢ayand will give the paying agent irrevocable
instructions and authority to pay the redemptidnepto you upon surrender of your certificates.

The trust will pay any distributions payalbin or prior to the redemption date for any preféisecurities called for redemption to you on
the relevant record dates for the distributiorihé trust has given notice of redemption and hassited the required funds, then upon the dat
of the deposit, all your rights will cease, exceqdr right to receive the redemption price, withoérest on that redemption price, and your
preferred securities will cease to be outstandirany date fixed for
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redemption of preferred securities is not a busirksy, then the trust will pay the redemption paoghe next succeeding day which is a
business day, and without any interest or othenaang on account of the delay. However, if the besénday falls in the next calendar year, the
trust will make the payment on the immediately pding business day. If payment of the redemptigceps improperly withheld or refused
and not paid either by the trust or by us purstmiite guarantee as described under "Descripti@duairantee by Principal Financial

Group, Inc. of the Trust Preferred Securities, tribsitions on the preferred securities will congénio accrue at the then applicable rate, fron
redemption date originally established by the tfosthe preferred securities to the date the reutiem price is actually paid. In this case the
actual payment date will be the date fixed for ragton for purposes of calculating the redemptiane

Subject to applicable law, including Unitethtes federal securities law, we or our subsielianay at any time purchase outstanding
preferred securities by tender, in the open maskéy private agreement.

The trust will make payment of the redemptprice on the preferred securities and any distion of corresponding junior subordinated
debt securities to the applicable record holdetheg appear on the register for the preferredrggion the relevant record date. This date
will generally be one business day prior to thevaht redemption date or liquidation date. Howeifemy preferred securities are not in book-
entry form, the relevant record date for the prefisecurities will be the date 15 days prior ®ribdemption date or liquidation date.

If less than all of the preferred secusitexd common securities issued by a trust are tedeemed on a redemption date, then the
aggregate liquidation amount of the preferred sgesrand common securities to be redeemed willlleeated proportionately among the
preferred securities and the common securities prbperty trustee will select the particular preddrsecurities to be redeemed on a
proportionate basis not more than 60 days pritihéaedemption date from the outstanding prefeseslirities not previously called for
redemption, by any method that the property trudtsams fair and appropriate. This method may peofad the selection for redemption of
portions, equal to $25 or an integral multiple @b$of the liquidation amount of preferred secastiThe property trustee will promptly notify
the trust registrar in writing of the preferred weties selected for redemption and, in the casengfpreferred securities selected for partial
redemption, the liquidation amount of the prefersedurities to be redeemed.

Subordination of Common Securities

The trust will make payment of distributiprany additional amounts and the redemption mnicthe preferred securities and common
securities proportionately based on the liquidatiorount of the preferred securities and commonrgisu However, if on any distribution
date or redemption date a debenture event of defaisits, the trust will not make any payment a&¢bmmon securities unless payment in ful
in cash of all accumulated and unpaid distributi@my additional amounts and the full amount ofré@emption price on all of the outstanding
preferred securities of the trust, has been mageasided for. The property trustee will apply allailable funds first to the payment in full in
cash of all distributions on, or redemption pric¢getie preferred securities then due and payabényl event of default resulting from a
debenture event of default exists, we as holdén@tommon securities of the trust will be deeneelave waived any right to act with respect
to the event of default under the trust agreemetit the effect of all those events of default wilspect to the preferred securities have been
cured, waived or otherwise eliminated. Until angmte of default under the trust agreement witheessio the preferred securities have been s
cured, waived or otherwise eliminated, the prop#ttgtee will act solely on your behalf, as a holdfethe preferred securities, and not on our
behalf as holder of the common securities, and polyacting with the other holders will have thghtito direct the property trustee to act on
your behalf,
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Liquidation Distribution Upon Dissolution

Each trust will automatically dissolve upaxpiration of its term or the redemption of alltbé preferred securities of the trust. In addition
we will dissolve the trust on the first to occur of

. our bankruptcy, dissolution or liquidation,

. the occurrence of a tax event, an investment coynpaent or a grantor trust event (each as definela trust agreement) and
written direction is given by us to the propertystiee within forty-five days of such event to dissdhe trust,

. the redemption of all of the preferred secusitiend

. the entry of an order for the dissolution of thest by a court of competent jurisdiction.

If an early dissolution occurs as descrilmetthe clauses above (except with respect to amgtion of all of the preferred securities), the
trustees will liquidate the trust as expeditioustythe trustees determine to be possible by disimip, after satisfaction of liabilities to crediso
of the trust as provided by applicable law, tohitders of the preferred securities and commonrgisia like amount of corresponding junior
subordinated debt securities. If the property gastetermines that this distribution is not pradtigou will be entitled to receive out of the
assets of the trust available for distributioneaftatisfaction of liabilities to creditors of thrast as provided by applicable law, an amount equ
to the aggregate of the liquidation amount pluswet and unpaid distributions to the date of paymé&te refer to this liquidation amount in
this prospectus as the "liquidation distributiolfithe trust can make the liquidation distributionly in part because it has insufficient assets
available to pay the full aggregate liquidationti®ition, then it will pay the amounts on a prapmrate basis. We, as the holder of the
common securities, will be entitled to receive rilisttions upon any liquidation proportionately withu, and the other holders of the preferred
securities, except that if an event exists thastinies a debenture event of default, the prefiesezurities will have a priority over the comn
securities. A supplemental indenture may providg ihan early dissolution occurs as describedhanthird clause above, the corresponding
junior subordinated debt securities may be sultifeoptional redemption in whole, but not in pi

Events of Default; Notice
Under the terms of the form of trust agreatneach of the following constitutes an everdeffwilt for a series of preferred securities:

. the occurrence of a debenture event of defandeuthe junior subordinated debt security inden{aee "Description of Junior
Subordinated Debt Securities—Debenture Events ¢dd¥) or an event of default described in anytetl guarantee,

. default by the trust in the payment of any disttion when it becomes due and payable, and aaatiion of that default for a
period of 30 days,

. default by the trust in the payment of any redeampgirice of the preferred securities or common stes when it becomes due
and payable,

. default in the performance, or breach, in any nitegspect, of any covenant or warranty of theteas in the trust agreement,

other than a covenant or warranty a default inpgréormance of which or the breach of which is tiedth in the second and
third clauses above, and continuation of the defaubreach for a period of 60 days after therebd®en given to the defaulting
trustee or trustees by the holders of at least itO&ggregate liquidation amount of the outstangireferred securities, a written
notice specifying the default or breach and requiit to be remedied and stating that the noti@enstice of default under such
trust agreement, or
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. the bankruptcy or insolvency of the property trested our failure to appoint a successor propeustae within 60 days of that
event.

Within five business days after the occuiceeof any event of default actually known to thegerty trustee, the property trustee will
transmit notice of the event of default to you, #aninistrative trustees and us, as depositorsanle event of default has been cured or
waived. We, as depositor, and the administrativstées are required to file annually with the proptustee a certificate as to whether or not
we are and they are in compliance with all the @ioms and covenants applicable to them and tongeuthe trust agreement.

If a debenture event of default then exists preferred securities will have a preferengs ¢he common securities upon termination of
the trust. See "—Liquidation Distribution Upon Dosigtion."

The existence of an event of default dagsentitle you to accelerate the maturity.
Removal of Trustees

Unless a debenture event of default théstexhe holder of the common securities may reavanw trustee. If a debenture event of defau
then exists the holders of a majority in liquidateamount of the outstanding preferred securitieg ramove the property trustee and the
Delaware trustee. In no event will you have thétrig vote to appoint, remove or replace the adstraiive trustees. These voting rights are
vested exclusively in us as the holder of the comsexurities. No resignation or removal of a trestad no appointment of a successor truste
will be effective until the acceptance of appointiniey the successor trustee in accordance witprin@sions of the trust agreement.

Co-trustees and Separate Property Trustee

Unless an event of default then existsttierpurpose of meeting the legal requirementa@fTrust Indenture Act or of any jurisdiction in
which any part of the trust property may be locateel, as the holder of the common securities, hactministrative trustees will have power
to appoint one or more persons approved by thegptpfrustee either to act as atcastee, jointly with the property trustee, of @llany part o
the trust property, or, to the extent requireddw,|to act as separate trustee. These personsawvél the powers provided in the instrument of
appointment, and we may vest in that person oopsrany property, title, right or power deemed ssagy or desirable, subject to the
provisions of the trust agreement. If a debentusneof default exists, the property trustee alafiehave power to make that appointment.

Merger or Consolidation of Trustees

Any corporation into which the propertydtee, the Delaware trustee or any administrativiee that is not a natural person may be
merged or converted or with which it may be cortated, or any corporation resulting from any mergenversion or consolidation to which
the trustee is a party, or any corporation succeet all or substantially all the corporate triossiness of the trustee, will be the successor of
such trustee under the trust agreements, provigedtte corporation is otherwise qualified andibley

57




Table of Contents
Mer gers, Consolidations, Amalgamations or Replacements of the Trusts

A trust may not merge with or into, condatie, amalgamate, or be replaced by, or conveysfeaor lease its properties and assets
substantially as an entirety to any corporationtber body, except as described below or as destrhder "—Liquidation Distribution Upon
Dissolution.”

A trust may, at our request, with the conngd the administrative trustees and without yoamsent, merge with or into, consolidate,
amalgamate, or be replaced by a trust organizedruhd laws of any state. However, the followingditions must be satisfied:

. the successor entity must either:
. expressly assume all of the obligations of thsttrelating to the preferred securities, or
. substitute for the preferred securities otheusées having substantially the same terms ardstime ranking as the

preferred securities,

. we must expressly appoint a trustee of the succesdity possessing the same powers and dutidegsoperty trustee as the
holder of the corresponding junior subordinateckt delourities,

. the successor securities must be listed, or amessor securities must be listed upon notificatibissuance, on any national
securities exchange or other organization on wttielpreferred securities are then listed,

. the merger, consolidation, amalgamation or iegi@ent must not cause the preferred securitielsidimg) any successor
securities, to be downgraded by any nationally geczed statistical rating organization,

. the merger, consolidation, amalgamation or replargmust not adversely affect the rights, prefeesrand privileges of holde
of the preferred securities, including any successourities, in any material respect,

. the successor entity must have a purpose subsdhaidiantical to that of the trust,

. prior to the merger, consolidation, amalgamatiep/acement, conveyance, transfer or lease we raustieceived an opinion
counsel to the trust to the effect that:

. the merger, consolidation, amalgamation or iegteent does not adversely affect the rights, peefars and privileges of
holders of the preferred securities, including angcessor securities, in any material respect, and

. following the merger, consolidation, amalgamatiomeplacement neither the trust nor the succesgay avill be
required to register as an investment company uthéelinvestment Company Act, and

. we or any permitted successor or assignee mustthefithe common securities of the successoreatid guarantee the
obligations of such successor entity under theessmr securities at least to the extent providetth&yguarantee.

However, a trust must not, except withehasent of holders of 100% in liquidation amounttef preferred securities, consolidate,
amalgamate, merge with or into, or be replacedrioavey, transfer or lease its properties andiassdbstantially as an entirety to any other
entity or permit any other entity to consolidateagamate, merge with or into, or replace it ikd@uld cause the trust or the successor entity t
be classified as other than a grantor trust fotééhStates federal income tax purposes.
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Voting Rights; Amendment of Trust Agreement

Except as provided below and under "Desionpof Guarantee by Principal Financial Group,. loicthe Trust Preferred Securities—
Amendments and Assignment” and as otherwise redjbiydaw and the applicable trust agreement, yduhaive no voting rights.

We and the administrative trustees may ahaetnust agreement without your consent:

. to cure any ambiguity, correct or supplement amyigions in the trust agreement which may be inistast with any other
provision, or to make any other provisions withpext to matters or questions arising under thé agieement, which are not
inconsistent with the other provisions of the tragteement, or

. to modify, eliminate or add to any provisionstloé trust agreement to the extent necessary toefisat the trust will be
classified for United States federal income taxppses as a grantor trust at all times that anyeed securities and common

securities are outstanding, or to ensure thatrtlst will not be required to register as an invesihcompany under the
Investment Company Act.

However, in the case of the first clausevah the action may not adversely affect in anyemalt respect the interests of the holders of the
preferred securities or our interests, as the hatlthe common securities. Any such amendmentkefrust agreement will become effective
when notice is given to you and us.

We and the administrative trustees may asend a trust agreement with:

. the consent of holders representing not less thaajarity, based upon liquidation amounts, of théstanding preferred
securities and common securities, and

. receipt by the trustees of an opinion of counséh#oeffect that the amendment or the exerciseyppawer granted to the

trustees under the amendment will not affect theustof the trust as a grantor trust for UnitedeStéederal income tax purposes
or its exemption from the status of an "investnmrhpany" under the Investment Company Act.

Without both your and our consent a trggeament may not be amended to:

. change the amount or timing of any distributiontloa preferred securities and common securitiestmraise adversely affect
the amount of any distribution of the preferredusities and common securities as of a specified,dat

. restrict your or our right to institute suit fire enforcement of any payment on or after thet.da

So long as any corresponding junior submaigid debt securities are held by the propertyeejshe trustees may not:

. direct the time, method and place of conducting @egeeding for any remedy available to the debverttustee, or for
executing any trust or power conferred on the delserirustee with respect to the correspondingojusiibordinated debt
securities,

. waive any past default that is waiveable ungecgied sections of the junior subordinated defsusity indenture,

. exercise any right to rescind or annul a detilamathat the principal of all the junior subordied debt securities is due and
payable, or

. consent to any amendment, modification or termimatif the junior subordinated debt security indemtar the corresponding

junior subordinated debt securities, where thaseahis required,
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without, in each case, obtaining the prior appr@fdhe holders of a majority in aggregate liquidatamount of all outstanding preferred
securities. However, where a consent under thejjsubordinated debt security indenture would negtiie consent of each holder of
corresponding junior subordinated debt securitiected by the consent, no consent may be givethéyroperty trustee without the prior
consent of each holder of the corresponding predesecurities.

The trustees may not revoke any actioniptesly authorized or approved by a vote of the gnrefd securities except by subsequent vo
the holders of the preferred securities. The pitygenstee will notify you of any notice of defawlith respect to the corresponding junior
subordinated debt securities. In addition to olitgjthe approval of the holders of the preferrezliséies prior to taking any of these actions,
the trustees must obtain an opinion of counsel @xpeed in these matters to the effect that th&t till not be classified as a corporation or
partnership for United States federal income tayppses on account of the action.

Any required approval of holders of prederisecurities may be given at a meeting of holdepseferred securities convened for that
purpose or through a written consent. The propeustee will cause a notice of any meeting at whyich are entitled to vote to be given to €
holder of record of preferred securities in the marset forth in the trust agreement.

Your vote or consent is not required farust to redeem and cancel the preferred secutitidsr the applicable trust agreement.

Any preferred securities that are ownedigythe trustees or any of our affiliates or arfijiatie of the trustees, will, for purposes of aeo
or consent, be treated as if they were not outsignd

Global Preferred Securities

We may issue a series of preferred seeatriti the form of one or more global preferred stes. We will identify the depositary which
will hold the global preferred security in the a@ppble prospectus supplement. Unless we otherwdieate in the applicable prospectus
supplement, the depositary will be DTC. We willusgylobal preferred securities only in fully regigtd form and in either temporary or
permanent form. Unless it is exchanged for indigidureferred securities, a global preferred segumiay not be transferred except:

. by the depositary to its nominee,
. by a nominee of the depositary to the deposivargnother nominee, or
. by the depositary or any nominee to a succedgspositary, or any nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospestipplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interests in a Global Preferred Security

If we issue a global preferred securitg, tkepositary for the global preferred securityt®@nominee will credit on its book-entry
registration and transfer system the aggregatéidion amounts of the individual preferred sedesirepresented by the global preferred
securities to the accounts of participants. Th@aets will be designated by the dealers, underverive agents for the preferred securities, ¢
us if the preferred securities are offered and dokektly by us. Ownership of beneficial interests global preferred security will be limited to
participants or persons that may hold interestsuitin participants. Ownership and transfers of beia¢fnterests in the global preferred
security will be shown on, and effected only threugecords maintained by the applicable depositaiits nominee, for interests of participa
and the records of participants, for interestsesEpns who hold through participants. The lawsafies states require that you take physical
delivery
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of the securities in definitive form. These limétsd laws may impair your ability to transfer beoidi interests in a global preferred security.

So long as the depositary or its nomindgbesegistered owner of the global preferred dgguhe depositary or nominee will be
considered the sole owner or holder of the prefiesezurities represented by the global preferredriig for all purposes under the trust
agreement. Except as provided below, you:

. will not be entitled to have any of the individymieferred securities represented by the globakpred security registered in y«
name,

. will not receive or be entitled to receive ptogidelivery of any preferred securities in defiretform, and

. will not be considered the owner or holder & greferred security under the trust agreement.

Payments of Distributions

We will pay distributions on global prefedrsecurities to the depositary that is the regidt@older of the global security, or its nominee.
The depositary for the preferred securities willsbé&ely responsible and liable for all payments enad account of your beneficial ownership
interests in the global preferred security andhfi@intaining, supervising and reviewing any recaedating to your beneficial ownership
interests.

We expect that the depositary or its nomjmugon receipt of any payment of liquidation antppremium or distributions, immediately
will credit participants' accounts with amountgioportion to their respective beneficial interéstthe aggregate liquidation amount of the
global preferred security as shown on the recofdseodepositary or its nominee. We also expedtghgments by participants to owners of
beneficial interests in the global preferred sdagureld through those participants will be goverbgdstanding instructions and customary
practices, as is now the case with securities toglthe accounts of customers in bearer form oistergd in "street name." These payments
be the responsibility of those participants.

Issuance of Individual Preferred Securities

Unless we state otherwise in the applicabtspectus supplement, if a depositary for a serig@referred securities is at any time
unwilling, unable or ineligible to continue as gdsitary and we do not appoint a successor deppsiithin 90 days, we will issue individual
preferred securities in exchange for the globaigored security. In addition, we may at any timd anour sole discretion, subject to any
limitations described in the prospectus supplemelating to the preferred securities, determinetodtave any preferred securities represente
by one or more global preferred securities. If haturs, we will issue individual preferred sedastin exchange for the global preferred
security.

Further, we may specify that you may, amteacceptable to us, the property trustee anddhesitary for the global preferred security,
receive individual preferred securities in exchafageyour beneficial interests in a global preferegcurity, subject to any limitations describec
in the prospectus supplement relating to the predesecurities. In that instance, you will be déedito physical delivery of individual preferred
securities equal in liquidation amount to that i interest and to have the preferred secwitegistered in its name. Unless we otherwise
specify, those individual preferred securities Wil issued in denominations of $25 and integratipias of $25.

Payment and Paying Agency

A trust will make payments on the prefersedurities to DTC, which will credit the relevamicounts at DTC on the applicable distribu
dates. However, if any preferred securities arehetd

61




Table of Contents

by DTC, the trust will make the payments by checliled to the address of the holder entitled topdngment as shown on the register. Unless
we state otherwise in the applicable prospectuplsoent, the paying agent will initially be the peoty trustee, together with any co-paying
agent chosen by the property trustee and acceptatiie administrative trustees and us. The paggent may resign as paying agent upon
30 days' written notice to the administrative teest property trustees and us. If the propertydeuseases to be the paying agent, the
administrative trustees will appoint a success@ctoas paying agent. The successor must be adoankst company acceptable to the
administrative trustees and us.

Registrar and Transfer Agent

Unless we state otherwise in the applicabdspectus supplement, the property trustee wiilha registrar and transfer agent for the
preferred securities.

A trust will register transfers of prefadrsecurities without charge, but upon your payneémtny tax or other governmental charges that
may be imposed in connection with any transferxahange. A trust will not be required to register transfer of its preferred securities after
the preferred securities have been called for re@tem

Information Concerning the Property Trustee

The property trustee, unless an event fafutiethen exists, will be required to perform otipse duties that are specifically set forth i th
applicable trust agreement. After an event of defthe property trustee must exercise the sameedegf care and skill as a prudent person
would exercise or use in the conduct of his ordven affairs. However, the property trustee is urepbligation to exercise any of the powers
vested in it by the trust agreement at your requelgss you offer indemnity satisfactory to it agshithe costs, expenses and liabilities that it
might incur. If no event of default then exists dhd property trustee is required to decide betvadiennative causes of action, construe
ambiguous provisions in a trust agreement or isitenef the application of any provision of a tragteement, and the matter is not one on
which holders are entitled under the trust agreentewvote, then the property trustee will take saction as is directed by us. If it is not so
directed, the property trustee will take such actse it deems advisable and in the best interésie dolders of the preferred securities and th
holder of the common securities and will have ability except for its own bad faith, negligencewsliful misconduct.

Miscellaneous

The trust agreements authorize and dihbecatiministrative trustees to operate the relatexistin such a way that the trusts will not be
deemed to be an investment company required tedistered under the Investment Company Act or taseal corporation for United States
federal income tax purposes and so that the caneipg junior subordinated debt securities willtlEated as our indebtedness for United
States federal income tax purposes. We and thenéstnative trustees are authorized to take anypactiot inconsistent with applicable law,
certificate of trust of a trust or the trust agres) that we and the administrative trustees deterim our discretion to be necessary or desil
for these purposes, as long as the action doanaietially adversely affect the interests of thielas of the preferred securities.

You have no preemptive or similar rightsadsolder of preferred securities. No trust maytermoney or issue debt or mortgage or
pledge any of its assets.
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DESCRIPTION OF GUARANTEE BY PRINCIPAL FINANCIAL GROUP, INC.
OF THE TRUST PREFERRED SECURITIES

At the same time as the issuance by a ¢fuiss preferred securities, we will execute aetlvitr a guarantee for your benefit, as a holde
the preferred securities. Wilmington Trust Compuuily act as indenture trustee under the guarardethk purposes of compliance with the
Trust Indenture Act. The guarantee will be quatifees an indenture under the Trust Indenture Act.

The following description of the terms bétguarantee is a summary. It summarizes only thog®ns of the guarantee that we believe
will be most important to your decision to investie preferred securities of a trust. You sho@dikin mind, however, that it is the guarantee
and not this summary, which defines your righta &slder of preferred securities. There may bergihevisions in the guarantee that are also
important to you. You should read the guarantedfifer a full description of its terms. The guae is filed as an exhibit to the registration
statement that includes this prospectus. See "W¥eueCan Find More Information” for information twow to obtain a copy of the guarantee.
When we refer in this summary to preferred se@sjtwe mean the preferred securities issued hysattr which the guarantee relates.

General Terms of the Guarantee

We will irrevocably agree to pay in full amssubordinated basis, to the extent describedWhéth@ guarantee payments, as defined bela
you, as and when due, regardless of any defemng,af se-off or counterclaim that the trust may have oreassther than the defense of
payment.

The following payments, which we referiahis prospectus as the "guarantee paymentsyétextent not paid by or on behalf of the
related trust, will be subject to the guarantee:

. any accrued and unpaid distributions required tpdid to you on the related preferred securitesh¢ extent that the trust has
funds available for the payments,

. the redemption price for any preferred secwgitialled for redemption, to the extent that thetthas funds available for the
payments, or

. upon a voluntary or involuntary dissolution, wingiap or liquidation of the trust, unless the cqoasling junior subordinated
debt securities are distributed to you, the les&er

. the liquidation distribution, and

. the amount of assets of the trust remaining aviailads distribution to you.

Our obligation to make a guarantee paymeay be satisfied by us directly paying to you thguired amounts or by causing the trust to
pay the amounts to you.

The guarantee will be an irrevocable gu@®on a subordinated basis of the related trugfaiions under the preferred securities, but
apply only to the extent that the related trustfoasls sufficient to make the payments. It is nguarantee of collection.

If we do not make interest payments onctireesponding junior subordinated debt securitedd hy the trust, we expect that the trust will
not pay distributions on the preferred securitied &ill not have funds legally available for thqsyments. The guarantee will rank subordi
and junior in right of payment to all senior debée "—Status of the Guarantee.”

We are an insurance holding company witllinect operations whose assets include all obtitetanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantonigtermediary holding company with no direct oieras whose assets include all of the
outstanding shares of Principal Life and other slibses. As a consequence, our ability to satigfy obligations under the guarantee will
depend in large part on the ability of our insumnompany and other
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subsidiaries to declare and distribute dividend®@dvance money in the form of intercompany lo&hg insurance company subsidiaries are
subject to various statutory and regulatory restms, applicable to insurance companies generddt, limit the amount of cash dividends,
loans and advances that those subsidiaries mayReayilations relating to capital requirements diifgcsome of our other subsidiaries also
restrict their ability to pay dividends and othéstdbutions and make loans to us. The paymentwdlends from Principal Life to the
Subsidiary Guarantor is subject to restrictiond@eh in the insurance laws of the State of los.a result, our cash flows and ability to
service our obligations, including our obligatiammeder the guarantee, are dependent upon the eswiirogir subsidiaries, distributions of those
earnings to us and other payments or distributidrisnds by our subsidiaries to us. In additiorr, obligations under the guarantee will be
effectively subordinated to all existing and futliedilities of our subsidiaries, including the Sidiary Guarantor.

Unless we state otherwise in the applicabdspectus supplement, the guarantee does nouknfiom incurring or issuing other secured
or unsecured debt under any indenture that we raag Bntered into or enter into in the future. Wpeet from time to time to incur additional
senior indebtedness. See "—Status of the Guarantee.

We have, through the guarantee, the tigrgteament, the junior subordinated debt securitiesjunior subordinated debt security indenture
and the expense agreement, taken together, fulywacably and unconditionally guaranteed all &f ¢tbligations of the trust under the
preferred securities. No single document standiogeaor operating in conjunction with fewer thahddlthe other documents constitutes the
guarantee. It is only the combined operation of¢hgocuments that has the effect of providing laifeévocable and unconditional guarante
the obligations of the trust under the preferrazlisées. See "Relationship Among the Preferrecuiges, the Corresponding Junior
Subordinated Debt Securities and the Guarante@sibgipal Financial Group, Inc. of the Trust Preder Securities."

Status of the Guar antee

The guarantee will constitute an unsecwoitgijation of Principal Financial Group, Inc. andlwank subordinate and junior in right of
payment to all its senior debt.

Unless we state otherwise in the applicabtspectus supplement, the guarantee of a sdr@sferred securities will rank equally with
the guarantees relating to all other series ofgpredl securities that we may issue. The guaraniteeonstitute a guarantee of payment and not
of collection, which means that the guaranteedypady institute a legal proceeding directly agairsto enforce its rights under the guarantee
without first instituting a legal proceeding agaiasy other person or entity. The property trustiedne related trust will hold the guarantee for
your benefit. The guarantee will not be dischargeckpt by payment of the guarantee payments indulie extent not paid by the trust
upon distribution of the corresponding junior subbated debt securities to you.

Amendments and Assignment

We may not amend the guarantee withouptlue approval of the holders of not less than gonitg of the aggregate liquidation amoun
outstanding preferred securities, except for arangles which do not materially adversely affectriglts of the holders of the preferred
securities, in which case no vote will be requirBlde manner of obtaining any approval will be asf@eh under "Description of the Preferred
Securities—Voting Rights; Amendment of Trust Agres"

All guarantees and agreements containdtkiguarantee will bind our successors, assigosjwers, trustees and representatives and wil
inure to the benefit of the holders of the relgteeferred securities then outstanding.
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Events of Default

An event of default under the guarante¢ @gtur when we fail to perform any of our paymenbther obligations under the guarantee.
The holders of not less than a majority in aggredjguidation amount of the related preferred siesrhave the right to direct the time, met
and place of conducting any proceeding for any thnavailable to the guarantee trustee under theagtee or to direct the exercise of any
trust or power conferred upon the guarantee trusteler the guarantee.

You may institute a legal proceeding diseapainst us to enforce your rights under the guoee without first instituting a legal
proceeding against the trust, the guarantee trostapy other person or entity.

We, as guarantor, are required to file aflgwith the guarantee trustee a certificate astiether or not we are in compliance with all the
conditions and covenants applicable to us undegtiagantee.

Information Concerning the Guarantee Trustee

The guarantee trustee, unless a defaulshy the performance of the guarantee then exsstequired to perform only those duties that
are specifically set forth in the guarantee. Aftetefault under the guarantee, the guarantee érostist exercise the same degree of care and
skill as a prudent person would exercise or ugharconduct of his or her own affairs. However, gharantee trustee is under no obligation to
exercise any of the powers vested in it by the gpuiae at your request unless you offer reasonabarinity against the costs, expenses and
liabilities that it might incur.

Termination of the Guarantee

The guarantee will terminate and be ofurthier force and effect:

. upon full payment of the redemption price of thiated preferred securities,
. upon full payment of the amounts payable upquidiation of the related trust, or
. upon distribution of corresponding junior subineded debt securities to the holders of the prefesecurities.

The guarantee will continue to be effectivevill be reinstated if at any time you must cgstpayment of any sums paid under the
preferred securities or the guarantee.

Governing Law
The guarantee will be governed by and caestin accordance with the laws of the State off Nerk.
The Expense Agreement

Under an expense agreement entered ints bye will irrevocably and unconditionally guaraato each person or entity to whom a trus
becomes indebted or liable, the full payment of emsts, expenses or liabilities of the trust, othan obligations of the trust to pay to you the
amounts due to you under the terms of the prefexreedrities.
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DESCRIPTION OF CORRESPONDING JUNIOR SUBORDINATED DEBT SECURITIES

The corresponding junior subordinated delsurities are to be issued in one or more sefipmior subordinated debt securities under the
junior subordinated debt security indenture wittmt® corresponding to the terms of the related prefiesecurities. See "Description of Jur
Subordinated Debt Securities."

The following description of the terms bétcorresponding junior subordinated debt secaréie the junior subordinated debt security
indenture is a summary. It summarizes only thosé@us of the junior subordinated debt securityeinire which we believe will be most
important to your decision to invest in the predersecurities. You should keep in mind, howevet ithis the junior subordinated debt security
indenture, and not this summary, which defines ymints. There may be other provisions in the jusigbordinated debt security indenture
which are also important to you. You should reajtimior subordinated debt security indenturefitgla full description of its terms. The
junior subordinated debt security indenture igffiles an exhibit to the registration statementiti@dtides this prospectus. See "Where You
Find More Information” for information on how to @ain a copy of the junior subordinated debt segumidenture.

General Terms of the Corresponding Junior Subordinated Debt Securities

At the same time a trust issues prefereediisties, the trust will invest the proceeds fritra sale and the consideration paid by us for the
common securities in a series of correspondingjuslibordinated debt securities issued by us tértise Each series of corresponding junior
subordinated debt securities will be in the priatimount equal to the aggregate stated liquidaiaunt of the related preferred securities
plus our investment in the common securities antkas we state otherwise in the applicable prospestipplement, will rank equally with all
other series of corresponding junior subordinatelot decurities. The corresponding junior suboréidatebt securities will be unsecured and
subordinate and junior in right of payment to tiéeat and in the manner set forth in the juniorssdimated debt security indenture to all our
senior indebtedness. See "Description of Junioo&libated Debt Securities—Subordination" and tlespectus supplement relating to any
offering of related preferred securities.

Optional Redemption

Unless we state otherwise in the applicabdspectus supplement, we may, at our option emadée corresponding junior subordinated
debt securities on any interest payment date, imlevbr in part. Unless we state otherwise in thgiegble prospectus supplement, the
redemption price for any corresponding junior sdbmated debt securities will be equal to any aatrared unpaid interest to the date fixed for
redemption, plus the greater of:

. the principal amount of the debentures, and
. an amount equal to:
. for junior subordinated debt securities bearingriest at a fixed rate, the discounted remainingdfiamount payments.

See "Description of Junior Subordinated Debt S&egri—Redemption.”

. for junior subordinated debt securities bearirigrest determined by reference to a floating, ridie discounted swap
equivalent payments. See "Description of Juniordgdinated Debt Securities—Redemption."

If a tax event or an investment companynéegists, we may, at our option, redeem the cpmeding junior subordinated debt securities
on any interest payment date falling within 90 daf/the occurrence of the tax event or investmentany event, in whole but not in part,
subject to the
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provisions of the junior subordinated debt securitienture. The redemption price for any correspamglinior subordinated debt securities
will be equal to 100% of the principal amount of &torresponding junior subordinated debt secutities outstanding plus accrued and unpai
interest to the date fixed for redemption. See dipson of Junior Subordinated Debt Securities—&agtion."

For so long as the applicable trust ishtbieler of all the outstanding series of correspogdginior subordinated debt securities, the trust
will use the proceeds of any redemption to reddentbrresponding preferred securities. We mayeaagem a series of corresponding junior
subordinated debt securities in part unless alusztand unpaid interest has been paid in fulllbousstanding corresponding junior
subordinated debt securities of the series fantdrest periods terminating on or prior to theeregtion date.

Covenantsof Principal Financial Group, Inc.

We will covenant in the junior subordinatbebt security indenture for each series of cooedmg junior subordinated debt securities tha
we will pay additional sums to the trust, if:

. the trust that has issued the corresponding sefigeferred securities and common securitiesashibider of all of the
corresponding junior subordinated debt securities,

. a tax event exists, and

. we have not redeemed the corresponding junioorslinated debt securities or terminated the trust.
We will also covenant, for each seriesafesponding junior subordinated debt securittest we and our subsidiaries will not:

. declare or pay any dividends or distributions ameoleem, purchase, acquire, or make a liquidggayment on any of our
capital stock, or

. make any payment of principal of, interest or prtami if any, on or repay or repurchase or redeendaiy securities, including
other corresponding junior subordinated debt st@egrithat rank equally with or junior in interéstthe corresponding junior
subordinated debt securities or make any relatadagtee payments,

other than:
. dividends or distributions in our common stock,
. redemptions or purchases of any rights pursuantitsights plan, or any successor to our righte,pdénd the declaration of a
dividend of these rights in the future, and
. payments under any guarantee of preferred sesyri

if at that time:

. there has occurred any event of which we hatga&nowledge that with the giving of notice oetlapse of time, or both,
would constitute an "event of default" under theigu subordinated debt security indenture for seates of corresponding juni
subordinated debt securities which we have nottakasonable steps to cure,
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. we are in default on our payment of any obligationder the related guarantee, or

. we have given notice of our selection of an extemgieriod as provided in the junior subordinatelot decurity indenture for th
series of corresponding junior subordinated detxirsiges and have not rescinded that notice, oettiension period, or any
extension, is continuing.

We will also covenant, for each seriesafesponding junior subordinated debt securities:

. to maintain, by ourselves or our permitted sucassstirectly or indirectly, 100% ownership of thentmon securities of the tr
to which corresponding junior subordinated debtigées have been issued,

. not to voluntarily terminate, wind-up or liquidaday trust, except in connection with a distributadrcorresponding junior
subordinated debt securities to you in liquidatdthe trust, or in connection with mergers, coitiailons or amalgamations
permitted by the related trust agreement, and

. to use our reasonable efforts, consistent withteéhms and provisions of the related trust agreeptemiause the trust to remain a
statutory trust and not to be classified as ancaton taxable as a corporation for United Sté¢eleral income tax purposes.

RELATIONSHIP AMONG THE PREFERRED SECURITIES, THE CORRESPONDING
JUNIOR SUBORDINATED DEBT SECURITIESAND THE GUARANTEESBY
PRINCIPAL FINANCIAL GROUP, INC. OF THE TRUST PREFERRED SECURITIES

As long as payments of interest and otlagnments are made when due on each series of conaisg junior subordinated debt securities
these payments will be sufficient to cover disttibns and other payments due on the related pesfesgcurities, primarily because:

. the aggregate principal amount of each series mésponding junior subordinated debt securitie$ lvélequal to the sum of the
aggregate stated liquidation amount of the cornedimy preferred securities and corresponding comsecnrities,

. the interest rate and interest and other paytiatiets on each series of corresponding junior siiteied debt securities will
match the distribution rate and distribution andentpayment dates for the corresponding prefeeedrgies,

. we will pay for all and any costs, expenses artaillitees of the trust except the obligations of thest to holders of its preferred
securities under the preferred securities, and

. each trust agreement further provides that the willsnot engage in any activity that is not catent with the limited purposes
of the trust.

We will irrevocably guarantee payments igtributions and other amounts due on the prefesesdrities, to the extent the trust has funds
available for the payment of such distributionsthe extent set forth under "Description of Guagartty Principal Financial Group, Inc. of the
Trust Preferred Securities."

Taken together, our obligations under esies of junior subordinated debt securitiesjuhér subordinated debt security indenture, the
related trust agreement, the related expense agreemd the related guarantee provide a full, @cable and unconditional guarantee of
payments of distributions and other amounts duthemelated series of preferred securities. Nolsidgcument standing alone or operating in
conjunction with fewer than all of the other docuntseconstitutes the guarantee. It is only the coetbioperation of these documents that has
the effect of providing a full, irrevocable and onditional guarantee of the obligations of thettiusder the preferred securities. If
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and to the extent that we do not make paymentsigrsaries of corresponding junior subordinated debtirities, the trust will not pay
distributions or other amounts due on its prefeseclirities.

Notwithstanding anything to the contrarythie junior subordinated debt security indenture have the right to setff any payment we a
otherwise required to make under the junior sulmatdid debt security indenture with and to the éxtenhave made or are making a payment
under the related guarantee.

You may institute a legal proceeding diseapainst us to enforce your rights under theteelguarantee without first instituting a legal
proceeding against the guarantee trustee, theddiatst or any other person or entity.

The preferred securities of each trust@wvig your rights to the benefits of the trust. Bagst exists for the sole purpose of issuing its
preferred securities and common securities, inwgstie proceeds from the sale of such securitiesiiresponding junior subordinated debt
securities and related purposes.

A principal difference between your rightsa holder of a preferred security and the rightsholder of a corresponding junior
subordinated debt security is that a holder ofraesponding junior subordinated debt security aditrue, and, subject to the permissible
extension of the interest period, is entitled twenee, interest on the principal amount of corresfiiog junior subordinated debt securities held,
while you are only entitled to receive distributsaifiand to the extent the trust has funds availédal the payment of those distributions.

Upon any voluntary or involuntary termiretj winding-up or liquidation of any trust involgrthe liquidation of the corresponding junior
subordinated debt securities, you will be entitiedeceive, out of assets held by the trust, tpgdiation distribution in cash. See "Description
of Preferred Securities—Liquidation Distribution &pTermination.”

Upon any voluntary or involuntary liquidai or bankruptcy of Principal Financial Group, Irtbe property trustee, as holder of the
corresponding junior subordinated debt securitienjld be a subordinated creditor. In this caseptioperty trustee would be subordinated in
right of payment to all senior debt, but entitled¢ceive payment in full of principal and interdstfore any of our stockholders receive
payments or distributions. Since we are the guaramider each guarantee and have agreed to paljl tarsts, expenses and liabilities of each
trust, your position as a holder of the preferrecusities and the position of a holder of the cgpmnding junior subordinated debt securities
relative to other creditors and to our stockholdeithe event of liquidation or bankruptcy of owngpany would be substantially the same.

A default or event of default under anyisedebt would not constitute a default or eventlefault under the junior subordinated debt
security indenture. However, in the event of paynuerfiaults under, or acceleration of, senior deat,subordination provisions of the junior
subordinated debt security indenture provide thetivay not make payments on the corresponding jsuibordinated debt securities until the
senior debt has been paid in full or any paymefaudeunder the senior debt has been cured or wai®er failure to make required payments
on any series of corresponding junior subordinatsat securities would constitute an event of défandier the junior subordinated debt
security indenture.
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PLAN OF DISTRIBUTION

We may sell securities from time to timeoime or more transactions separately or as unitsatfier securities, and the trusts may sell 1
time to time the trust preferred securities. Wéhertrusts may sell the securities of or within aryies to or through agents, underwriters,
dealers, remarketing firms or other third partieslicectly to one or more purchasers or througbratination of any of these methods. We or
the trusts may issue securities as a dividendstrillition. In some cases, we or the trusts oredleacting with us or the trusts or on behalf of
us or the trusts may also purchase securitieseofter them to the public. We or the trusts may alfer and sell, or agree to deliver, securi
pursuant to, or in connection with, any option agnent or other contractual arrangement.

Agents whom we or the trusts designate sadigit offers to purchase the securities.

. We or the trusts will name any agent involved ifeohg or selling securities, and disclose any cassions that we or the trusts
will pay to the agent, in the applicable prospestugplement.

. Unless we or the trusts indicate otherwise @éapplicable prospectus supplement, agents wibhaet best efforts basis for the
period of their appointment.

. Agents may be deemed to be underwriters underabariiies Act of 1933, as amended, of any of tleeisges that they offer or
sell.

We or the trusts may use an underwritarnaterwriters in the offer or sale of the securities

. If we or the trusts use an underwriter or undéens, we or the trusts will execute an underwgtagreement with the
underwriter or underwriters at the time that wehar trusts reach an agreement for the sale ofethigrisies.

. We or the trusts will include the names of thedfic managing underwriter or underwriters, a8l we the names of any other
underwriters, and the terms of the transactiorduding the compensation the underwriters and dealél receive, in the
applicable prospectus supplement.

. The underwriters will use the applicable prospestysplement to sell the securities.

. We or the trusts may use a dealer to sell thargees.

. If we or the trusts use a dealer, we or thesiess principal, will sell the securities to tresater.

. The d_e:aler will then sell the securities to plublic at varying prices that the dealer will detare at the time it sells the
securities.

. We olr the trusts will include the name of the deale the terms of the transactions with the dealére applicable prospectus
supplement.

We or the trusts may solicit directly offéo purchase the securities, and we or the tmatsdirectly sell the securities to institutional o
other investors. We or the trusts will describetdrens of direct sales in the applicable prospestypplement.

We or the trusts may engage in at the mtafferings into an existing trading market in agtance with Rule 415(a)(4) of the Securities
Act of 1933, as amended.

We or the trusts may also offer and selusiéies, if so indicated in the applicable progpscsupplement, in connection with a remarketin
upon their purchase, in accordance with a redemmicepayment pursuant to their terms, or othexwiy one or more firms referred to as
remarketing firms, acting as principals for theimoaccounts or as our or the trusts' agents. Amarketing firm will be identified and the
terms of its agreement, if any, with us or thetsuand its compensation will be described in thaiaable prospectus supplement. Remarke
firms may be deemed to be
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underwriters under the Securities Act of 1933,rasraded, in connection with the securities they rieta

We or the trusts may indemnify agents, mwdeers, dealers and remarketing firms againsiagetiabilities, including liabilities under the
Securities Act of 1933, as amended. Agents, undtemsy dealers and remarketing firms, or theidiats, may be customers of, engage in
transactions with or perform services for us ortthsts, in the ordinary course of business.

We or the trusts may authorize agents anwriters to solicit offers by certain institut®to purchase the securities at the public
offering price under delayed delivery contracts.

. If we or the trusts use delayed delivery corirawe or the trusts will disclose that we or thests are using them in the
prospectus supplement and will tell you when wihertrusts will demand payment and delivery ofdbeurities under the
delayed delivery contracts.

. These delayed delivery contracts will be subjety tmthe conditions that we or the trusts deschibthe prospectus suppleme

. We or the trusts will describe in the applicablegpectus supplement the commission that underedied agents soliciting
purchases of the securities under delayed contnalttse entitled to receive.

Until the distribution of the securitiescempleted, rules of the SEC may limit the abitifjunderwriters and other participants in the
offering to bid for and purchase the securitiesaA®xception to these rules, the underwritergita circumstances are permitted to engage
in certain transactions that stabilize the pricéhefsecurities. Such transactions consist of tigsirchases for the purpose of pegging, fixin
maintaining the price of the securities. If the emvdriters create a short position in the securitiesonnection with the offering, i.e., if they lsel
more securities than are set forth on the covee paghe applicable prospectus supplement, therumiders may reduce that short position by
purchasing securities in the open market. The wmiters also may impose a penalty bid on certaidetnwriters. This means that if the
underwriters purchase the securities in the opatehto reduce the underwriters' short positiotoastabilize the price of the securities, they
may reclaim the amount of the selling concessiomfthe underwriters who sold those securities asgbahe offering. In general, purchase:
a security for the purpose of stabilization oréduce a short position could cause the price ofélgarity to be higher than it might be in the
absence of such purchases. The imposition of dtydrid might also have an effect on the price skaurity to the extent that it were to
discourage resales of the security.

We or the trusts may enter into derivativether hedging transactions involving the semsitith third parties, or sell securities not
covered by the prospectus to third parties in pelyanegotiated transactions. If we or the trustinslicate in the applicable prospectus
supplement, in connection with those derivativaegestions, the third parties may sell securitieseoed by this prospectus and the applicable
prospectus supplement, including in short salesttations, or may lend securities in order to fat#i short sale transactions by others. If sc
third party may use securities pledged by us otries or borrowed from us or the trusts or othersettle those sales or to close out any
related open borrowings of securities, and mayseserities received from us or the trusts in settlet of those derivative or hedging
transactions to close out any related open bormgsviof securities. The third party in such saledsations will be an underwriter and will be
identified in the applicable prospectus supplenfena post-effective amendment to the registrasiatement of which this prospectus is a
part).

We or the trusts may effect sales of séiegrin connection with forward sale, option oretktypes of agreements with third parties. Any
distribution of securities pursuant to any forwaatle agreement may be effected from time to timenimor more transactions that may take
place through a stock exchange, including blocttesaor ordinary broker's transactions, or througtdr-dealers
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acting either as principal or agent, or throughagtely-negotiated transactions, or through an umdgen public offering, or through a
combination of any such methods of sale, at markiees prevailing at the time of sale, at pricdatieg to such prevailing market prices or at
negotiated or fixed prices.

We or the trusts may loan or pledge sdesrib third parties that in turn may sell the sg&i&s using this prospectus and the applicable
prospectus supplement or, if we or the trusts defiathe case of a pledge, may offer and sellstheurities from time to time using this
prospectus and the applicable prospectus supplef@ect third parties may transfer their short poisét to investors in the securities or in
connection with a concurrent offering of other sé@ms offered by this prospectus and the appliegisbspectus supplement or otherwise.

In compliance with the guidelines of thadfcial Industry Regulatory Authority ("FINRA"),e¢laggregate maximum discount,
commission, agency fees, or other items constgutimderwriting compensation to be received by alNRA member or independent broker-
dealer will not exceed 8% of any offering pursu@anthis prospectus and any applicable prospectoilament; however, we anticipate that the
maximum commission or discount to be received inparticular offering of securities will be sigraéintly less than this amount.

If 5% or more of the net proceeds of arferirfig of securities made under this prospectukheilreceived by a FINRA member
participating in the offering or affiliates or asgmed persons of such FINRA member, the offeriiijhe conducted in accordance with FIN
Rule 5121 (or any successor rule).

Any underwriters, agents, dealers or remiamg firms will be identified and their compensattidescribed in a prospectus supplement.
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VALIDITY OF SECURITIES

Unless we state otherwise in the applicabdspectus supplement the validity of any se@gsitiffered by this prospectus will be passed
upon for us by Debevoise & Plimpton LLP, New YoRew York, and for the trusts and us by Richardytda & Finger, P.A., special
Delaware counsel to the trusts, and for any undasror agents by counsel that we will name inagpplicable prospectus supplement.

EXPERTS

The consolidated financial statements @fddpal Financial Group, Inc. appearing in the Bipal Financial Group, Inc.'s Annual Report
(Form 10-K) for the year ended December 31, 20d€lding schedules appearing therein), and thetffness of Principal Financial Group,
Inc.'s internal control over financial reportingasDecember 31, 2010, have been audited by Ernévédng LLP, an independent registered
public accounting firm, as set forth in their refgahereon which contain an explanatory paragragsicribing, in response to new accounting
standards, changes in methods of accounting fditaterivatives embedded in beneficial interestsdouritized financial assets effective
July 1, 2010, for variable interest entities effieetlanuary 1, 2010, for other-than-temporary impants on debt securities and for the
treatment of noncontrolling interests effectiveulay 1, 2009, and for its pension and other pdgtraent benefits effective January 1, 2008,
included therein, and incorporated herein by refeee Such consolidated financial statements antipel Financial Group, Inc. manageme
assessment of the effectiveness of internal coantret financial reporting as of December 31, 2@k8,incorporated herein by reference in
reliance upon such reports given on the authofiguch firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special rémpgoroxy statements and other information withSleeurities and Exchange Commission under
the Securities Exchange Act of 1934. This informatinay be read and copied at the Public ReferenoenRf the Securities and Exchange
Commission at 100 F Street, N.E., Washington, R@549. Please call the Securities and Exchange Gssion at 1-800-SE©330 for furthe
information on the operation of these public refieesfacilities. The Securities and Exchange Conionigsiaintains an Internet site,
http://www.sec.gov, which contains reports, prorg énformation statements and other informatiorarding issuers that are subject to the
Securities and Exchange Commission's reportingireents.

This prospectus is part of a registratimtesnent that we and the trusts have filed withSbeurities and Exchange Commission relating t
the securities to be offered. This prospectus doésontain all of the information we and the tsusave included in the registration statement
and the accompanying exhibits and schedules inrdanoe with the rules and regulations of the S&earand Exchange Commission, and we
and the trusts refer you to the omitted informatibime statements this prospectus makes pertaiaitigetcontent of any contract, agreement ot
other document that is an exhibit to the registraitatement necessarily are summaries of thegrabprovisions and does not describe all
exceptions and qualifications contained in thosgreats, agreements or documents. You should reese tcontracts, agreements or documen
for information that may be important to you. Tlegistration statement, exhibits and schedules\aiahle at the Securities and Exchange
Commission's Public Reference Room or throughitsrhet site.

Our common stock is listed on the New Y8tkck Exchange, Inc. You can also inspect repardsather information concerning us at the
office of the New York Stock Exchange, Inc., 20 &ldstreet, New York, New York 10005.
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INCORPORATION BY REFERENCE

The rules of the Securities and Exchanga@ssion allow us to incorporate by reference imfation into this prospectus. The
information incorporated by reference is consideocble a part of this prospectus, and informatiat tve file later with the Securities and
Exchange Commission will automatically update amgessede this information. This prospectus incafes by reference the documents liste
below:

. our Annual Report on Form 10-K for the year eh@ecember 31, 2010,
. our Quarterly Report on Form 10-Q for the quartedesl March 31, 2011,
. our Current Report on Form 8-K filed on May 23, 201

. description of our common stock and the rights eissed with our common stock contained in our regtgn statements on
Form 8-A, dated October 10, 2001,

. our Proxy Statement dated April 6, 2011, as amenated

. all documents filed by us pursuant to Sectio®@]), 13(c), 14 and 15(d) of the Securities Excleafagt of 1934, as amended,
after the date of this prospectus.

You can obtain any filing incorporated lgfarence into this prospectus through us or froenSbcurities and Exchange Commission
through the Securities and Exchange Commissiotesrlet site or at the address listed above. Wepnalide without charge to each person,
including any beneficial owner, to whom a copytiétprospectus is delivered, upon written or oggluest of such person, a copy of any or all
of the documents referred to above which have be@may be incorporated by reference in this progedou should direct requests for those
documents to Office of the Corporate Secretaryndsal Financial Group, Inc., 711 High Street, Désines, lowa 50392 (Telephone: 515-
247-5111).
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