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Financial
Group

April 9, 2008
Dear Shareholder:

You are cordially invited to attend the aahmneeting of shareholders of Principal Financied @, Inc., to be held on Tuesday, May 20,
2008, at 9:00 a.m., local time, at 711 High StrBets Moines, lowa.

We are taking advantage of new SecuritiesEarchange Commission rules that allow companigsduvide proxy materials to their
shareholders on the Internet. We believe the nésg mill allow us to provide our shareholders vittle information they need, while lowering
the cost of the delivery of the materials and réaythe environmental impact of printing and majlipaper copies.

The notice of annual meeting and proxy stat® accompany this letter and provide an outlinth® business to be conducted at the
meeting. Also, | will report on the progress of thempany during the past year and answer sharahgqlestions.

The Company encourages you to read thisypstatement and vote your shares. You do not reatténd the annual meeting to vote. You

may complete, date and sign a proxy or voting uwdton card and return it in the envelope providgd/ote by using the telephone or through
the Internet. Thank you for acting promptly.

Sincerely,

J. BARRY GRISWELL
Chairman and Chief Executive Officer




PRINCIPAL FINANCIAL GROUP, INC.
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

May 20, 2008

The annual meeting of shareholders of Raid=inancial Group, Inc. (the "Company") will beld at 711 High Street, Des Moines, lowa,
on Tuesday, May 20, 2008, at 9:00 a.m., local tiifee purposes of the meeting are to:

1. Elect four Directors, each for a term of three geamding at the annual meeting to be held in 201t their respective
successors are elected and qualified;

2. Ratify the appointment of Ernst & Young LLP as ©empany's independent auditors for the year endemember 31, 2008;
and

3. Act on any other business as may properly comerééfi® meeting or any adjournment or postponemfethieameeting

These items are fully described in the gretatement, which is part of this notice. The Camphas not received notice of other matters
that may be properly presented at the annual nggetin

Only shareholders of record at the closkusiness on March 25, 2008 are entitled to voteeaineeting. It is important that your share
represented and voted at the meeting. Whethertorawplan to attend the meeting, please vote safrthe following ways:

. By telephone: call the toll-free telephone numifeven on the proxy or voting instruction card;

. Through the Internet: visit the website noted anrbtice of Internet availability of proxy mategalou may have received by mail, or
on the proxy or voting instruction card; or

. Complete, sign and promptly return a proxy or vgtimstruction card in the postage-paid envelop&ifdes.

Shareholders will need to register at tletimg and present photo identification to attdredrheeting. If your shares are not registered in
your name (for example, you hold the shares thrarghccount with your stock broker), you will neéedring proof of your ownership
those shares to the meeting in order to registeu. should ask the broker, bank or other institutiat holds your shares to provide you with
either a copy of an account statement or a Idtstrdhows your ownership of Principal Financial @rolnc. common stock on March 25, 2008.
Please bring that documentation to the meetingdéster.

By Order of the Board of Directo

JOYCE N. HOFFMAN

Senior Vice President and Corporate Secretary
April 9, 2008
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PROXY STATEMENT

PRINCIPAL FINANCIAL GROUP, INC.
711 HIGH STREET
DES MOINES, IOWA 50392-0100

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING
Why didn't | receive a copy of the paper proxy mateials as | did last year?

As an alternative to the traditional apmtoaf delivering a printed set of proxy materiaetch shareholder, new Securities and Exchang
Commission ("SEC") rules now allow companies tavdgla notice of Internet availability of proxy neaials to shareholders and provide
Internet access to those proxy materials. Shareroltay obtain paper copies of the proxy matefiats of charge by following the instructic
provided in the notice of Internet availability mfoxy materials.

Why did | receive notice of and access to this prgxstatement?

The Board of Directors ("Board") of Prinalg-inancial Group, Inc. ("Company") is solicitipgoxies to be voted at the annual meeting of
shareholders to be held on May 20, 2008 at 9:00, éoral time, at 711 High Street, Des Moines, lpad at any adjournment or
postponement of the meeting ("Annual Meeting"). Whiee Board asks for your proxy, it must send owjate you access to proxy materials
that contain information required by law.

What is a proxy?

It is your legal designation of anothergmer to vote the stock you own. The other persaalied a proxy. When you designate someotl
your proxy in a written document, that documerdls called a proxy or a proxy card. The Comparsydesignated three of the Compal
officers to act as proxies for the 2008 Annual NregtMichael H. Gersie, Executive Vice Presidend &hief Financial Officer; Joyce N.
Hoffman, Senior Vice President and Corporate Sagreand Karen E. Shaff, Executive Vice Presidewt @eneral Counsel.

What will the shareholders vote on at the Annual Meting?

. Election of four Directors; an

. Ratification of the appointment of independent surdi
Will there be any other items of business on the agda?

The Company does not expect any other itfrbsisiness because the deadline for sharehotdpogals and nominations has passed.
However, if any other matter should properly coraéobe the meeting, the people authorized by prodyate according to their best
judgment.

Who can vote at the Annual Meeting?
Shareholders as of the close of busineddamsh 25, 2008 ("Record Date") can vote at the valiMeeting.
How many votes do | have?

You will have one vote for every sharele tommon stock of Principal Financial Group, fi€ommon Stock") you owned on the
Record Date.

What constitutes a quorum?

One-third of the outstanding shares of Cam8tock as of the Record Date. On the Record Htates were 258,627,329 shares of
Common Stock issued and outstanding. A quorum ieigresent or represented before any action csakba at the Annual Meeting, except
an action to adjourn the meeting.

How many votes are required for the approval of edtitem?

. Each nominee for Director will be elected if theascast for the nominee exceed those cast agaémsbminee. Directors a
elected by the majority of votes cast in unconté&igector elections.
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. The ratification of the appointment of the indepemntdauditor will be approved if the votes casttfar proposal exceed those ¢
against the proposal.

. Abstentions and broker noretes will be treated as being present at the mgédir the purpose of determining a quorum but
not be counted as votes.

What are Broker Non-votes?

If your shares are held in a brokerage aeto/our broker will ask you how you want your s¥sto be voted. If you give your broker
directions, your shares will be voted as you dirdgtou do not give instructions, the broker matesyour shares on routine items of business,
but not on others. The items of business the brd&es not vote on are called "broker non-votes."

How do | vote by proxy?

Shareholders of record may vote by mailtddgphone or through the Internet. When usingettmesthods, you may vote “for", "against” or
"abstain" from voting for each of the Director només and ratification of the independent auditor.

By Mail.  Sign and date each proxy or voting instructiard you receive and return it in the prepaid espel Sign your name exactly as
it appears on the proxy. If you are signing aspregentative (for example, as an attornefaict; executor, administrator, guardian, trustean
officer or agent of a corporation or partnershipflicate your name and your title or capacityh# stock is held in custody for a minor (for
example, under the Uniform Transfers to Minors At custodian should sign, not the minor. Ifdteck is held in joint ownership, one ow
may sign on behalf of all owners.

By Telephone.  Follow the instructions on the proxy or votimgtruction card or the instructions in the ema@lssage that notified you of
the availability of the proxy materials. Voting tBlephone has the same effect as voting by majibufvote by telephone, do not return your
proxy or voting instruction card. Telephone votintj be available until 1:00 a.m. Central Time oraj20, 2008.

Through the Internet.  You may vote on line aww.investorvote.com . Follow the instructions provided in the noticelofernet
availability of proxy materials or on the proxywmting instruction card. Voting through the Interhas the same effect as voting by mail. If
you vote through the Internet, do not return yauxg or voting instruction card. Internet votinglMide available until 1:00 a.m. Central Tir
on May 20, 2008.

How do | vote shares that are held by my broker?

If you own shares held by a broker, you nimegruct your broker or other nominee to vote yshiares by following the instructions that
your broker provides to you. Most brokers offeringtby mail, telephone and through the Inter

How do | vote in person?

If you are going to attend the Annual Megtiyou may vote your shares in person. Howevergmo®urage you to vote by mail, telephone
or through the Internet even if you plan to attémsl meeting.

How do | vote my shares held in the Company's 401)lplan?

You can vote your shares held in the Comiga401(k) plan by telling the trustees of the pghamv you want them to vote. Follow the
instructions on the voting instruction card or thgtructions in the email message that notified gbthe availability of the proxy materials. T
trustees vote shares for which voting instructiaresnot received in their discretion.

How are shares held in the Demutualization separataccount voted?

The Company became a public company onki@ctd6, 2001, when Principal Mutual Holding Compaopverted from a mutual
insurance holding company to a stock company (@renutualization") and the initial public offering shares of the Company's Common
Stock was completed.

In connection with the Demutualization, ®@empany issued Common Stock to Principal Life taeae Company ("Principal Life"), and
Principal Life allocated this Common Stock to aarape account that was established to fund poliegits received as Demutualization
compensation by certain employee benefit plans that




owned group annuity contracts. Although Principdé lwill vote these shares, the plans give Prindipi@ voting directions. A plan may give
voting instructions by following the instructiona the voting instruction card or the instructionghe message that notified you of the
availability of the proxy. Principal Life will votéhe shares as to which it received no directiothéhsame manner, proportionally, as the shares
in the Demutualization separate account for whidtas received instructions.

Who counts the votes?
Votes will be tabulated by Computershaneebtor Services, LLC.
What happens if | do not vote on an issue when retoing my proxy?

You should specify your choice on eacheéssu the proxy or voting instruction card. If n@sffic instructions are given, proxies that are
signed and returned will be voted as the Boardicgdlors recommends: "For" the election of all Btor nominees; and "For" the ratification
of Ernst & Young LLP as independent auditors.

What should | do if | want to attend the Annual Meding?

Please bring photo identification and emitkeof your ownership of Common Stock as of MarshZD08. The notice of Internet
availability of proxy materials you received in tmail, a letter from your broker or bank or a ploajpy of a current account statement will be
accepted as evidence of ownership.

How do | contact the Board?

The Company has a process for sharehodthelother parties to send communications to thedBitaough the Presiding Director. You
may contact the Presiding Director of the Boardtigh the Investor Relations section of the Comgangbsite atwww.principal.com, or by
writing to:

Presiding Director, c/o Joyce N. Hoffman, Seniocé/President and Corporate Secretary
Principal Financial Group
Des Moines, lowa 50392-0300

All emails and letters received will beegdrized and processed by the Corporate Secretdrthan forwarded to the Company's Presi
Director.

How do | submit a shareholder proposal for the 200%nnual Meeting?

The Company's next annual meeting is sdeddor May 19, 2009. In order to have a sharehgbdeposal considered for inclusion for
2009 annual meeting, it must be received by Decerm®e2008. In addition, a proposal may not be gmeed at the 2009 annual meeting an
one may be nominated for election to the Boarthait meeting unless the Company receives noticeeoptoposal or nomination between
January 20, 2009 and February 19, 2009. Proposaigcdsbe addressed to the Corporate Secretary. ivatioce must comply with certain other
requirements set forth in the Company's By-Lawsgctvlare on the Company's websiteyw.principal.com, and may be obtained from the
Corporate Secretary.

What is "householding?"

We have adopted a procedure known as "halgieg,” in which we send shareholders of recdrtha same address only one copy of the
proxy materials unless we receive instructions feoshareholder requesting receipt of separate sapithese materials.

If you share the same address as multideetiolders and would like the Company to send one/copy of future proxy materials, please
contact Computershare Investor Services, LLC atB861368, or write to it at P.O. Box 43078, Praride, Rl 02940-3078.

Where can | receive more information about the Compny?

We file reports and other information witle SEC. This information is available on the Comypmwebsite atwww.principal.comand at
the Internet site maintained by the SE@vatv.sec.gov . You may also contact the SEC at 1-800-SEC-0330.

The Board urges you to exercise your right to votey returning the proxy or voting instruction card, or by using the telephone or
the Internet.






PROPOSAL ONE — ELECTION OF DIRECTORS
The Board of Directors recommends that shareholdersote "for" all the nominees.
Nomineesfor Class| Directors Whose Terms Expirein 2011

The Board is divided into three classese @ass is elected each year to hold office fardhrears. At the 2008 Annual Meeting, four
Directors will be elected to hold office until ta@nual meeting of shareholders in 2011 ("Clasgé®ors”). All of the nominees are currently
Directors of the Company.

Betsy J. Bernard Age 52

Betsy J. Bernard has been a Director ofbmpany since 2001 and of Principal Life since998s. Bernard was President of AT&T
from October 2002 until December 2003. Prior todbet 2002, she was Chief Executive Officer of AT&®nsumer since April 2001.
Ms. Bernard is also a director of two other publimpanies: BearingPoint, Inc., a company providinginess consulting, systems integration
and managed services, and Telular Corporationigaay that designs, develops, manufactures andeatsapkoducts based on proprietary
interface technology for use in wireless commutdcahetworks.

Jocelyn Carter-Miller Age 50

Jocelyn Carter-Miller has been a Directiothe Company since 2001 and of Principal Life sin®99. Ms. Carter-Miller is President of
TechEdVentures, a firm that develops and managasestschools and community-based programs. MseGHfiller was Executive Vice
President and Chief Marketing Officer of Office @épinc. from February 2002 until March 2004. Ptiothat time, Ms. Carter-Miller was
Corporate Vice President and Chief Marketing OfficEMotorola, Inc. from February 1999 until Febrnpy2002. Ms. CarteMiller is a directot
of one other public company: Interpublic Group @ih@anies, Inc., a global marketing and communioat@pmpany. She is also a board
member of Smart School Charter Middle and High &tho

Gary E. Costley, Ph.D. Age 64

Gary E. Costley has been a Director of@Gbenpany and Principal Life since 2002. Dr. Costtes co-founder and managing director of
C&G Capital Management, LLC, which provides cap&atl management to health, medical and nutritipraducts and services companies.
He was Chairman and Chief Executive Officer of in&tional Multifoods Corporation, a manufactured anmarketer of branded consumer food
and food service products, from November 2001 Jntile 2004. He is a director of three other puldimpanies: Tiffany & Co., a holding
company for Tiffany and Company, a jeweler and sgcretailer; Prestige Brand Holdings, Inc., amggany that develops and markets over-
the-counter drugs, household cleaning productgpansbnal care items; and Covance, Inc., a druglo@vent services company.

William T. Kerr Age 66

William T. Kerr has been a Director of tiempany since 2001 and of Principal Life since 1986 Kerr was Chairman and Chief
Executive Officer of Meredith Corporation, a mediad marketing company, from January 1998 to Ju@é.28e is currently Chairman of
Meredith Corporation. He is a director of four atpeblic companies: Meredith Corporation; Whirlp@srporation, a manufacturer of
household appliances; Interpublic Group of Compsriiec., a global marketing and communications camgpand Arbitron, Inc., a media and
marketing services company. He is a Trustee of @xfmiversity Press and of Harvard Business ScRodlishing.

Class |1 Directors Whose Terms Expirein 2009
J. Barry Griswell Age 59

J. Barry Griswell has been a Director & @ompany since 2001 and of Principal Life sinc@8l&nd Chairman and Chief Executive
Officer of the Company and Principal Life since durf 2006. He was Chairman, President and Chie€lkes Officer of the Company and
Principal Life from 2002 until June of 2006. As of




May 1, 2008, he will be Chairman of the Company Bridcipal Life. Mr. Griswell is also a director berman Miller, Inc., a public company
that is an office furnishings designer and manuifi@t He is a trustee of Central College and of€&ollege. He is Chairman of the Business
Committee for the Arts and a board member of thsiBass Roundtable and the LL Global and Finan@alies Roundtable. He is a member
of the United Way of America board of trustees.

Richard L. Keyser Age 65

Richard L. Keyser has been a Director ef@ompany and Principal Life since 2002. Mr. Keysas served as Chairman and Chief
Executive Officer of W.W. Grainger, Inc., an indist distributor of products used by businessesm&intain, repair and operate their facilities,
since 1997. Mr. Keyser is a director of two otheblic companies: W. W. Grainger, Inc. and Rohm Hads Company, a global specialty
materials company. He is a director of EvanstontiNeestern Healthcare and the National Merit Sclsbligr Foundation. He is a trustee for the
John G. Shedd Aquarium and the Field Museum of fdatdistory. He is an Advisor for the Kellogg Schod Management, Northwestern
University, and the Division of the Physical SciescUniversity of Chicago.

Arjun K. Mathrani Age 63

Arjun K. Mathrani has been a Director of thompany and Principal Life since 2003. Mr. Matiitaaches courses in finance and banking
at New York University's Stern School of BusinestsSt. John's University, New York, and at Cambeitlmiversity's Judge Business School.
In 1998, Mr. Mathrani was the Chief Executive Odfiof ING Barings in London. He retired from Chadanhattan Bank in 1997, where he
served as Chief Financial Officer between 1994 85. Mr. Mathrani is a member of the Global Asation of Risk Professionals.

Elizabeth E. Tallett Age 59

Elizabeth E. Tallett has been a Directothef Company since 2001 and of Principal Life sih®82. Ms. Tallett has been a Principal of
Hunter Partners, LLC, which provides managementices to developing life sciences companies, siutg 2002. She was Chief Executive
Officer of Dioscor Inc., a biopharmaceutical firfrom 1996 until July 2003. She is a director ofrfother public companies: Coventry Health
Care, Inc., a managed health care company; Immaonioe., a specialty diagnostics company; IntegrdMenerica, Inc., a health services
management company, and Varian, Inc., a supplisciehtific instruments. She is also a directothef Biotechnology Council of New Jersey.

Therese M. Vaughan, Ph.D. Age 51

Therese M. Vaughan has been a Directdieflompany and Principal Life since November ofR2@. Vaughan is the Robb B. Kelley
Distinguished Professor of Insurance and Actu@a@énce at Drake University. From 1994 - 2004,\faughan served as the lowa Insurance
Commissioner. Dr. Vaughan represents the Americzad@my of Actuaries at the Regulation Committethefinternational Actuarial
Association and is a director of the Insurance Mlace Standards Association and the National €iban Compensation Insurance. She is a
member of the Board of Trustees of the Americatitliie for Chartered Property Casualty Underwritang a director of Endurance Specialty
Holdings Ltd., a public company that is a globalpder of specialty lines property and casualtymasice and reinsurance. She is President-
Elect of the American Risk and Insurance Assocmtio

Class |11 Directors whose terms expirein 2010
Michael T. Dan Age 57

Michael T. Dan has been a Director of thienpany and Principal Life since May of 2006. He baved as Chairman, President and C
Executive Officer of The Brink's Company, a globaturity services firm, since 1999.

C. Daniel Gelatt, Ph.D. Age 60

C. Daniel Gelatt has been a Director of@oenpany since 2001 and of Principal Life since8l33. Gelatt has been President of NMT
Corporation, a computer software and microfilm ga@nbusiness, since 1986. He is
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also a director and President of these other Gadattely-owned companies: Advanced Marketing Gmts, Ltd., EImwood Corporation, The
Gelatt Corporation, Ginkgo, LLC and Gelatt InforinatMachines Corp. He is also a director and Ba&xa@irman of North Central Trust
Company. He is a member of the LaCrosse PublicatypBoard, IEEE and the Association for Computingdiinery.

Sandra L. Helton Age 58

Sandra L. Helton has been a Director of@Gbenpany and Principal Life since 2001. Ms. Helieas Executive Vice President and Chief
Financial Officer of Telephone & Data Systems, liacdiversified telecommunications corporationyrfrtt998 through 2006. She is a directc
one other public company, Covance, Inc., a druglbg@ment services company. She is a director ofiMastern Memorial Health Care.

Larry D. Zimpleman Age 56

Larry D. Zimpleman has been a Directorh&f €Company and Principal Life and President an@fQDperating Officer of the Company
Principal Life since June 2006. On May 1, 2008wiiebecome President and Chief Executive Officethe Company and Principal Life. He
was President, Retirement and Investor Servicdseo€ompany and of Principal Life from December2@trough June 2006. Mr. Zimpleman
is a member of the board of trustees of Drake Usitye

Director Transitions

David J. Drury retired from the Board onyW#2, 2007 at the time of the 2007 Annual Meeting.

CORPORATE GOVERNANCE

The business of the Company is managedruhdelirection of the Board. The Board selects @mefsees management and provides
advice and counsel to the Chief Executive Offic@HO"). The Board reviews and discusses the stiatigection of the Company and
monitors the Company's performance against goal8tard and management establish.

The Board has appointed a Presiding Dirdmgause it is important that the independentdbars have a leader in addition to the
Chairman of the Board, who is also the Company'® CEhe Board regularly reviews the effectivenesthisf shared leadership. Dr. Gelatt was
the Presiding Director until May 21, 2007, when Nallett took over this role. Ms. Bernard is theekhate Presiding Director.

The responsibilities of the Presiding Diceare to:

. lead the Board in its executive sessic

. review and give directions on agendas for Boardtimge

. summarize the Board's discussions and provide adnd input to the CEO; and

. take action on input from the independent Directrsiecessary, and when the Chairman of the Bsanckible to ac

The independent Directors held an execg@ssion in connection with each regulatireduled Board meeting during 2007. All exect
sessions are led by the Presiding Director.

The charters of the Audit, Human ResoussgsNominating and Governance Committees, the Camp@overnance Guidelines and the
Corporate Code of Ethics are available on the Caoyipavebsite atww.principal.com . This information may also be obtained in primnfr
the Corporate Secretary.




Majority Voting

Directors are elected by the majority ofesocast in uncontested Director elections. Ifrmuimbent Director is not elected, and no
successor is elected, the Board of Directors wtlide whether to accept the resignation that wadeted by the nominee. The Board's deci
and reasons for its decision will be publicly das®d within 90 days of certification of the elenti@sults.

Director Independence

The Board determines at least annually hdretach Director is independent. In making thigwheination, the Board reviews the Director
Independence Standards it has adopted. These slarata set forth below and are also availabldherCompany's website,
www.principal.com . The Board has affirmatively determined that 11hef current 13 Directors meet the standards and ha material
relationship with the Company (either directly sraapartner, shareholder or officer of an orgainatat has a relationship with the Compe
and are independent, and that all members of thit Aduman Resources and Nominating and Govern@ocemittees are independent,
pursuant to New York Stock Exchange listing staddar

In order to be considered independent,radior must not:

1.

Be an employee of the Company or have been an gaplf the Company within the past three yearhaoe an immediat
family member who is an executive officer of then@any or has been an executive officer of the Cawppédthin the past thre
years;

Have received, or have an immediate family membwey is an executive officer who has received, in @slve-month perioc
within the last three years, more than $100,00direct compensation from the Company, other thaeddr or Committee fees
and pension or other forms of deferred compenséioprior service (provided such compensationasaontingent in any way
on continued service);

Be an employee or partner of a firm that is the @any's internal or external auditor; or have an ediate family member who
is a partner of such a firm, or has been employeslich a firm and who participates in that firmiglia assurance or tax
compliance practice; or be or have an immediatélyamember who, within the past three years, hamnba partner or employ
of such firm and personally worked on the Compaayit within that time;

Be, or in the past three years have been, or haimmediate family member who is, or in the pasté¢hyears has been, an
executive officer of another company where anyhef€ompany's present executives at the same timesser served on that
company's compensation committee;

Be an employee, or have an immediate family memiberis an executive officer of a company that haslenpayments to, or
received payments from, the Company for propertyeovices in an amount which, in any of the lastdHfiscal years, exceeded
the greater of $1 million or 2% of such other comps consolidated gross revenues; or

Be an executive officer of a tax-exempt organizatizat, within the preceding three years, recen@dributions from the
Company in any fiscal year exceeding the great&lahillion or 2% of the tax-exempt organizatiottssolidated gross
revenues.

Further, in order to be considered indepathdnembers of the Audit Committee must not reezairy compensation from the Company,
either directly or indirectly, except for comperisatreceived for service as a member of the Bo&llirectors and Board committees.

The Company offers financial products aevises in the ordinary course of business. The@®oéDirectors has determined that the
following relationships are not material, and thiesnot impair a Director's independence:

1.

Purchases of products or services from the CompsgirayDirector or an immediate family member of agbfor in the ordinary
course of business on terms and conditions gegexradlilable in the marketplace;

Purchases of products or services from the CompgrayDirector's Firm (our Director is a partnerasgholder or officer of a
organization that has a relationship with the Caomypaor purchases of products or services of adbires Firm by the Compan
in the ordinary course of business on terms anditions generally available in the marketplaceaiinamount which, in the
current year or any of the




past three years, does not exceed the greaterrofidn or 2% of such other company's consolidageakss revenues;

3. Personal loans to Directors or immediate family rhera of Directors, if these loans are legally pssilile and are offered in t
ordinary course of the Company's business, on tamdsconditions generally available to the gengudlic. Personal loans to a
Director or member of the Director's immediate figmiill be reported to and reviewed by the Auditr@uittee within the
calendar year in which the loan is made;

4. Employment of a member of a Director's immediateilig in the ordinary course of business and cdaestswith the Company
customary employment practices, if the employe®tsan executive officer of the Company; and

5. The Company's (a) acquisition of publicly-tradediggor debt securities of a Director's Firm; o) the Company's real estate
investment transactions in which a Director's Fgra tenant, and not a borrower, purchaser orrsélléurtherance of its
ordinary course investment operations, so long@sextor or a member of the Director's immediateily member, either
individually or in combination, does not own mohan 10% of the Director's Firm.

In cases where a Director has a relatignafith the Company that is not described aboveaprity of the Company's independent
Directors will determine whether or not the relasbip is material.

For purposes of these standards a Directonmediate family" includes his or her spouseepts and stepparents, children and
stepchildren, siblings, mothers and fathers — w;lsons and daughters-in — law, brothers and sistdlaw and anyone (other than a tenar
employee) who shares the Director's home.

The Board's determinations regarding tikejrendence of its members shall be disclosed ageddy law and regulations.

In its annual review of Director independenthe Board considers all commercial, bankingsatiing, accounting, charitable and other
relationships a Director may have with the Compamgt its subsidiaries. The Board made these detatimits for each Director in February
2008, based on:

. A review of relationships and transactions betwe&actors or their immediate family members and@menpany, its
subsidiaries and executive officers;

. Questionnaires completed by each current Direetganding any relationships or transactions thaldcaffect the Director's
independence;

. The Company's review of its purchasing, investnaewt customer records; a

. Recommendations of the Nominating and Governanceritiee.

Based on this information and the standaed$orth above, the Board has determined thafiolleving Directors are independent:
Ms. Bernard, Ms. Carter-Miller, Dr. Costley, Mr. DaDr. Gelatt, Ms. Helton, Mr. Kerr, Mr. Keyser, Mvlathrani, Ms. Tallett and
Dr. Vaughan. Eighty-five percent of the Companygent Directors are independent.

The Board concluded that two of the indej@am Directors had no relationship with the Compamxgept as Directors (Ms. Carter-Miller
and Mr. Mathrani). The other Directors had thedwling relationships with the Company that werecartsidered material to the Company or
to the other companies, organizations or Diredtorslved in the transactions or relationship. T¢asiclusion was based on the amount paid for
the goods and services, the nature of the goods@mites and a review of the terms and conditidrike transactions, or employment
relationship.

. Transactions entered into in the ordinary courdeusfness and on terms generally available in taeketplace with companit
for which the Director is a director or executiviiaer that provided goods or services to, purchageods or services from, or
had an investment transaction with, the Comparis@ubsidiaries (Ms. Bernard, Dr. Costley, Mr. DBn. Gelatt, Ms. Helton,
Mr. Kerr, Mr. Keyser, Ms. Tallett and Dr. Vaughan);

. Directors who own financial services products afteby a subsidiary of the Company (Ms. Bernard @latt, Ms. Helton,
Mr. Kerr, Ms. Tallett and Dr. Vaughan);




. Directors who are affiliated with a t-exempt organization as an employee to which the gamyls charitable foundation mad
contribution (Dr. Vaughan is an employee of Drakevdrsity);

. Directors who have an immediate family member whari employee (but not an executive officer) diilasgiary of the
Company (Dr. Vaughan's brother has been an emplufy@gncipal Life since before Dr. Vaughan joinbé Board).

Certain Relationships and Related Transactions

Ann C. Gersie was Vice President — Chiehtaot Center. She began employment with Princiffelih 1973 and retired in March of
2008. Ms. Gersie is the spouse of Michael H. GeEsxecutive Vice President and Chief Financial &ffi In 2007, Ms. Gersie received
approximately $256,900 in base salary and annuald&rom Principal Life. She also participatedhie tong-term incentive compensation plan
on the same terms as her peers, and her compensatiocommensurate with that of her peers.

Michael B. Vaughan has been an employgbeoCompany since 1992. Mr. Vaughan is the bratfi®&irector Therese M. Vaughan, who
joined the Board in 2005. In 2007, Mr. Vaughan reee less than $120,000 in base salary and boous Rrincipal Life. His compensation
commensurate with that of his peers.

The Company has a policy for approval tification of transactions with companies where Dinectors are also directors or executive
officers. At each quarterly meeting, the Nominatamgl Governance Committee reviews a report of amnmaterial transactions with Directc
or the firms of which they are an executive offiocedirector and, if appropriate, ratifies thesmsactions. Transactions involving employment
of a relative of an executive officer or Directoust be approved by the Human Resources Committeetha transactions with Ms. Gersie and
Mr. Vaughan were so approved. The Company's ReRaety Transaction Policy may be foundaiw.principal.com .

Board Meetings

The Board held six meetings in 2007, arched the Directors then in office attended mowrnt@5 percent in the aggregate of the
meetings of the Board and the standing committéeshich the Director was a member. The annual megetf shareholders is scheduled on
same day as the regular meeting of the Board is¢bhend quarter to enable the Directors to attahaf the Directors attended the 2007
Annual Meeting.

Corporate Code of Ethics
Each Director and officer of the Companyg bartified compliance with the Corporate Code thidS.
Board Committees

Only independent Directors may serve onAhdit Committee, Human Resources Committee and iNatimg and Governance
Committee. Committee members and committee chegree@ommended to the Board by the Nominating ame@ance Committee, in
consultation with the Chairman of the Board. Then@uttees review their charters and evaluate thaifopmance annually. Charters of the
Audit, Human Resources and Nominating and Govem&@ummittees are available on the Company's welaite.principal.com .
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Committee Membership

Human Nominating and Strategic

Audit Resources Governance Executive Issues
Director Committee Committee Committee Committee Committee(1)
Betsy J. Bernar Chair X(2)
Jocelyn Carte-Miller X Chair
Gary E. Costle X
Michael T. Dar X
David J. Drury X(3)
C. Daniel Gelat X(4) X(4) X
J. Barry Griswel Chair
Sandra L. Heltol X X
William T. Kerr Chair X
Richard L. Keyse X
Arjun K. Mathrani Chair(5) X
Elizabeth E. Tallet Chair(6) X(6) X
Therese M. Vaugha X X

Larry D. Zimplemar

(1) The Strategic Issues Committee has the primanyoresbility for planning the Board of Directors' arah strategic retreat.
(2) Ms. Bernard joined the Executive Committee on MayZD07.

3) Mr. Drury retired from the Board on May 22, 2007.

4) Dr. Gelatt moved from the Human Resources Commitieke Audit Committee on May 21, 2007.

(5) Mr. Mathrani became Chair of the Audit CommitteeMday 21, 2007

(6) Ms. Tallett moved from the Audit Committee to tharhian Resources Committee on May 21, 2

Audit Committee

The Audit Committee is responsible for:

. appointment, termination, compensation and ovetsifthe Company's independent audi
. reviewing and reporting to the Board on the audit aor-audit activities of the independent audit
. approving all audit engagement fees and pre-appforany nonaudit engagement and compensation of the indepéadditol

consistent with the Company's Policy on Auditordpdndence;
. reviewing audit plans and results; ¢

. reviewing and reporting to the Board on accounpinticies and legal and regulatory compliance.

The Committee meets at least quarterly:with

. financial management;

. the internal auditor

. independent auditor;

. the Company's Chief Financial Officer; and
. the Company's General Couns

The Committee held eight meetings in 2007.

The Board has determined that all membktisenAudit Committee are financially literate. TBeard has also determined that Ms. Helton
and Mr. Mathrani are "financial experts" as defifgdhe Sarban-Oxley Act.
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Ms. Tallett currently serves on audit corttesis for more than three publidiraded companies. The Board has determined thhtssric
did not impair her effectiveness on the CompanydifCommittee. As noted above, Ms. Tallett mowvexhT the Audit Committee to the
Human Resources Committee on May 21, 2007.

Audit Committee Report

The Audit Committee oversees the Compdimgscial reporting process on behalf of the Boddnagement has the primary
responsibility for the financial statements andréggorting process, including the systems of irgkcontrols. In fulfilling its oversight
responsibilities, the Committee reviewed with maragnt the audited financial statements for thefigear ended December 31, 2007,
including a discussion of the quality, not just #ueeptability, of the accounting principles, thagonableness of significant judgments and the
clarity of disclosures in the financial statements.

The Committee has discussed with Ernst &npLLP, the Company's independent auditor, thearsatequired to be discussed by
Statement on Auditing Standards ("SAS") 61 (Commatidn with Audit Committees). SAS 61, as amendeguires the independent auditor
to provide the Committee with additional informaticegarding the scope and results of its audih@f@ompany's financial statements,
including with respect to (i) the independent andstresponsibility under generally accepted angittandards, (i) significant accounting
policies, including a discussion of their qualityt just their acceptability, (iii) management judents and estimates, (iv) any significant audit
adjustments, (v) any disagreements with manageraedt(vi) any difficulties encountered in perforigitne audit.

The Committee has received from Ernst & iYplLLP a letter providing the disclosures requingdndependence Standards Board
Standard No. 1 (Independence Discussions with ADdihmittees) with respect to any relationships ketwErnst & Young LLP and the
Company that in its professional judgment may reabty be thought to bear on independence. The Cteerhias discussed with Ernst &
Young LLP its independence and Ernst & Young LLB banfirmed in such letter that, in its professigndgment, it is independent of the
Company within the meaning of the federal secigikiavs.

The Committee discussed with the Companyésnal and independent auditors the overall serpkplans for their respective audits. The
Committee meets with the internal and independeditars, with and without management present, $oufis the results of their examinations,
their evaluations of the Company's internal costesid the overall quality of the Company's finah@gaorting.

In reliance on the reviews and discussiefsrred to above, the Committee recommended tBtlaed (and the Board has approved) that
the audited financial statements be included inGbmpany's Annual Report on Form 10-K for the yerated December 31, 2007, for filing
with the SEC. The Committee has also approvedgestbp shareholder ratification, the appointmerEwnfst & Young LLP as the Company's
independent auditors for the fiscal year endingebaner 31, 2008.

As specified in the Audit Committee charfers not the duty of the Committee to plan ondoct audits or to determine that the
Company's financial statements are complete angtaiecand in accordance with generally acceptedusting principles. That is the
responsibility of the Company's independent auditat management. In giving our recommendationé®ibard, the Committee has relied on
(i) management's representation that such finasté&tments have been prepared with integrity &pettvity and in conformity with genera
accepted accounting principles, and (ii) the repbthe Company's independent auditor with resfestich financial statements.

Arjun K. Mathrani, Chair
C. Daniel Gelatt
Sandra L. Helton
Therese M. Vaugha
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Nominating and Governance Committee
The Nominating and Governance Committeemanends to the Board:

. Director candidates; and

. Board committee assignments and service as Prgdidiector and Alternate Presiding Direct

The Committee also reviews and reporthi¢oBoard on:

. Director independence;

. performance of individual Directors, and overséwsgrocess for the annual self-evaluations of thar@ and committees of the
Board;

. the content of the Company's Corporate Code otcEthi

. Director compensation; and

. adequacy of the Company's Corporate Governancee{had.

The Committee held four meetings in 2007.
Director Candidates Recommended by Shareholders

The Committee will consider shareholdeoremendations for Directors sent to the Nominatind &@overnance Committee, c/o the
Corporate Secretary. Director candidates nominlayeshareholders are evaluated in the same mani¥rextor candidates identified by the
Committee, management and search firms.

The Committee assesses the appropriat®hsikills and characteristics for Board memberkght of the current make-up of the Board
and the needs of the Company. The Committee asspsemnal and professional ethics, integrity aaldes and expertise that is useful to the
Company and complementary to the background anerixqee of other Directors. It is important that Board includes Directors who are
CEO:s or retired CEOs and who have financial manageéwr accounting experience. Diversity of the Bldaralso a valued objective. The
following competencies are also sought: strategeneation, results-orientation and comprehensegsion-making.

The Board has a mandatory retirement pdhey provides that a Director's term shall noeagtbeyond the annual meeting following the
Director's 70th birthday.

Human Resources Committee

The Human Resources Committee is respantibl

. Evaluate th_e performance of the CEO in light oflg@ad objectives approved by the Committee anerdete his
compensation;
. Determine compensation for all other ExecutiV®s;
@ "Executives" are the officers of the Company ariddipal Life at the level of Senior Vice Presidamid above.
. Review and approve any employment, severance aehaf control agreements and perquisites for Bxexs)
. Oversee Executive development and succession pigy
. Act on management's recommendations for salaneamloyee compensation policies for all other empésy
. Administer the Company's Annual Incentive Plangimove Pay Plan ("PrinPay Plan™), Long-Term Perfance Plan and 2005

Stock Incentive Plan, and other compensation plaaisprovide compensation to Executives; and

. Act on management's recommendations that requiexioir action for all employee pension and welfagrefit plans

The Committee held seven meetings in 2
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Interaction with Compensation Consultant and Managenent

The Human Resources Committee has theasiherity to retain, terminate and authorize thegensation payable to executive
compensation consulting firms to advise the Congaitfhe Committee engaged Frederic W. Cook andi@n.("Cook") as its compensation
consultant to advise the Committee on executivepeorsation program design and the amounts the Conghenuld pay its Executives. Cook
reports directly to the Committee. The Nominatimgl &overnance Committee also uses Cook to advisedbmpensation for non-employee
Directors. Cook does not and would not be alloveepdrform services for management. It receivesamopensation from the Company other
than for its work in advising these Board commitaad has no other relationships with the CompBwgry other year, the Committee asks
Cook to perform a comprehensive review of the Camfsaexecutive compensation program. The goalseofdview are to assist the
Committee in:

. determining whether the Company's executive congi@msprogram is appropriately designed to suptmatCompany’
strategic and human resources objectives;

. determining whether the target executive compenmsativels are competitive with the market and wlet#ttual compensatic
levels are reasonable given the Company's perfarengaiative to peers;

. designing changes to executive compensation plapggrams, as appropriate: and

. setting pay, benefits and perquisites for the yeat.

A representative from Cook attends meetofghe Committee, both with and without membersnaihagement present. The Chair of the
Committee also interacts with Cook between meetiRgpresentatives of Cook also often interact witmbers of the Company's Human
Resources Department staff regarding executive eosgtion matters being considered by the Committee.

The Human Resources Department staff pesvidformation, analysis and recommendations asestqd by the Chair or the Committee,
and works with the Chair in setting the Committeglendas and preparing the materials and discissiomeetings. The Chair interacts with
the CEO and the Chief Operating Officer ("COO"Jragetings and outside of meetings to obtain infoionatr input on potential Committee
actions or decisions. Every year, the Human Resgubepartment staff provides the Committee witly &ieets of the dollar amounts of all
executive compensation that is paid, deferred orugd, as more fully described on page 19.

Performance Goal Setting Process

The Board holds a strategic planning s@saith management each Fall. The focus of thisisess to review the Company's long-term
strategy and discuss how longer-term objectivesraa-term priorities will be achieved. This isiarportant foundation for the annual
performance goal-setting process.

At the November Board meeting, managemetammends preliminary Company and business umihfiral goals and strategic initiatives
for the next year and discusses with the Board they were developed and how difficult they will toeachieve. The Committee reviews the
individual goals the CEO and COO propose for théwese and provides feedback on how these goalddiheurevised. Based on these
discussions, employees throughout the organizaticfyding all Executives, develop individual perfaance goals to support achievement of
the goals of the Company and its business units.

Management's final recommended goals iGbmpany, each business unit and individual Exezsierre reviewed with and approved by
the Committee after the financial results for thiempyear are finalized.

Executive Committee

The Executive Committee generally acts @mymatters specifically delegated to it by the i8oall actions of the Executive Committee
must be approved by its independent members. Teelive Committee has all the authority of the Bldarthe management of the Compa
business between Board meetings, except that indasithority with respect to matters for which Baard has specifically directed otherwise
or for certain matters set forth under law anchim Company's By-Laws. The Committee did not me@0idi7.
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DIRECTORS' COMPENSATION

Directors serve on the Boards of the ComipBnincipal Life and Principal Financial Servicés;. Directors who are also Company
officers do not receive any compensation for teeivices as members of the Board or Board Comrmittes non-employee Directors, the
Company provides competitive compensation to dtaad retain high-quality Directors. A substangebportion of Director compensation is
provided in the form of equity to help align Dirers' interests with the interests of shareholders.

The Nominating and Governance Committeeagag Cook to advise on Director compensation. Tinecidr compensation program is
reviewed every other year, with the most receniesg\occurring in 2006. During this review Cook ayatles the design and competitiveness of
the Director compensation program. It also revieaporate governance best practices and trendgéctdr compensation and recommends
changes to our program, if appropriate. The cortipetanalysis of Director compensation is condudatsithg the same Peer Group as is Use
the competitive analysis of executive compensatidiich is adjusted from time to time. As with iteeeutive compensation program, the
Company believes targeting Director compensatiabatt the median of the Peer Group is appropi@tek determined that the program was
well-structured and consistent with best practaed competitive practices. However, the value ofijgensation provided under the program
was below the 28 percentile of the Peer Group. Based on Cook'srfgedand the recommendations set forth in its rtepioe Committee
increased the amount of the annual retainer froB )00 to $60,000 and increased the value of theamastricted stock units ("RSUs") grant
from $75,000 to $85,000. Other aspects of the jrogrvere not changed as a result of the 2006 reaielno changes to the program have
been made since that time.

Grants are made at the time of the anneltimg, pursuant to the Principal Financial Grdap, 2005 Directors' Stock Plan. Directors
who join the Board at times other than the annuggting may receive a grant of RSUs at the disareifdhe Nominating and Governance
Committee, which may be a portion or the entire amof the annual grant. RSUs vest on the dateefiext annual meeting subsequent to the
grant. They are converted to shares of Common Stpok retirement or other termination from the Bo@ividend equivalents accumulate in
additional RSUs, which vest and are converted éweshof Common Stock at the same time and to the sxtent as the underlying RSU.
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Fees Earned by Directors in 200

The following table summarizes the compédaoraearned by non-employee Directors in 2007.

Fees Earned ot Stock Awards Total
Name Paid in Cash ($) ($)(2) ($)(1)
Betsy J. Bernar: $ 100,20( $ 80,45: $ 180,65:
Jocelyn Carte-Miller $ 99,20 $ 80,45: $ 179,65:
Gary E. Costle $ 94,70C $ 80,45! $ 175,15!
Michael T. Dar $ 87,40( $ 80,45: $ 167,85!
David J. Drury $ 7,500 $ 32,01 $ 39,51«
C. Daniel Gelat $ 94,20( $ 83,60¢ $ 177,80¢
Sandra L. Heltol $ 98,20( $ 83,60¢ $ 181,80t
William T. Kerr $ 102,20 $ 80,45: $ 182,65!
Richard L. Keyse $ 91,20( $ 80,45! $ 171,65:
Arjun K. Mathrani $ 112,200 $ 80,45! $ 192,65!
Elizabeth E. Tallet $ 100,200 $ 80,45: $ 180,65:
Therese M. Vaugha $ 96,20( $ 80,45! $ 176,65:
(1) The fees payable to Directors for their service’da7 were:
Annual Retainer
Board $60,000
$85,000 in RSUs(2
Committee Chair
Audit $15,000
Human Resources and Nominating & Governe ~ $10,000
Other Committee $5,000
Presiding Directo $5,000
Attendance Fee
Board Meeting $2,500 per da
Board Meeting via Telephor $1,000
Committee Meeting $1,300 if held on the day of or day prior to a Bt
meeting

Committee Meeting via Telephol

$1,500 if held other than on the day of or day pidoa
Board meeting
$1,000

(2)  The amounts shown in this column reflect the finalmccounting charges recorded in 2007 in accarelavith the Financial Accountil
Standards Board's Statement of Financial Accour8tagdards No. 123 (revised 2004), No. 123Rye-Based Payment
("SFAS 123R") for RSUs awarded in 2007 and pricarge These awards do not reflect actual amounligedaby the recipients. Prior
May of 2005, Directors received grants of stockag, rather than RSUs. The grant date fair vafub@RSUs granted in 2007 was
$84,070 for each Director except Mr. Drury, who dit receive a grant in 2007.

15




As of December 31, 2007, each Director thadollowing aggregate number of outstanding stmgttons and RSUs as a result of Director
compensation in 2007 and prior years, includingtamthl RSUs as the result of dividend equivalents:

Total Stock Options Total RSUs
Outstanding at Fiscal Outstanding at Fiscal
Year End 2007 Year End 2007

Name (shares) (shares)
Betsy J. Bernar 7,82( 4,891
Jocelyn Carte-Miller 7,82( 6,50¢
Gary E. Costle! 7,82( 4,891
Michael T. Dar 0 2,87¢
David J. Drury 7,82( 0
C. Daniel Gelat 7,82( 8,80(
Sandra L. Heltol 7,82( 4,891
William T. Kerr 7,82( 6,50¢
Richard L. Keyse 7,82( 8,40(
Arjun K. Mathrani 3,82( 7,591
Elizabeth E. Tallet 7,82( 8,40(
Therese M. Vaugha 0 3,641

Deferred Compensation

Directors may defer the receipt of thegltaetainers and attendance fees under the Def€oagbensation Plan for Non-Employee
Directors of Principal Financial Group, Inc. Thisu provides four investment options: phantom utiitd to the Company's Common Stock,
the Principal Investors Partners LargeCap BlendefdPred Fund, the Principal Investors Real Eststeurities Preferred Fund, and the
Principal Investors Bond & Mortgage Securities Brefd Fund. All of these funds, except the phantaits, are available to participants in
Principal Life's 401(k) plan.

Directors' Stock Ownership Guidelines

In August of 2006, the Board adopted a glin@ that encourages Directors to accumulate &mim level of Company stock ownership
equal to five times their annual Board cash reta@seof the later of five years of adoption of thedeline or five years after joining the Board.
The following count toward the ownership guideli@mmon Stock, RSUs and phantom stock units oldaim®ugh the Deferred
Compensation Plan for Ndamployee Directors of Principal Financial Groups.lithis program is intended to ensure that Direcémcumulat
a meaningful amount of stock, which fosters comniignaf interest with shareholders. In additione tieceipt of the Common Stock
represented by the RSUs is deferred until the Bir&cretirement or termination of service from Bmard.

Other

Directors are reimbursed for travel anceothecessary business expenses incurred in therpenfice of their services for the Company.
They are also covered under the Company's Busimras®l Accident Insurance Policy and Directors' &fticers' insurance coverage.
Principal Life has a Directors' Charitable Matchf@it Program and it matches the charitable gifisaian annual aggregate amount for each
Director of $6,000 per calendar year. Directorsitdbutions to the United Way are also matchedtau$10,000 per year. These matching
contributions are available during a Director'srtemnd for three years thereafter. Directors whoergiks that Principal Life matches receive
no financial benefit from the matching gifts beaa@sincipal Life receives the charitable contribaottax deductions for the matching gifts.

Perquisites

Some Directors' spouses or partners accoyni@m to the annual Board strategic retreat. Thmpany has paid for their travel expenses
and for some amenities for Directors and their spewor partners at the retreat, such as mealsarad svents. In addition, Directors may
purchase Principal Investors Funds mutual fundetasset value, as may employees. The total wdliiese perquisites is less than $10,000
per Director.
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EXECUTIVE COMPENSATION
Human Resources Committee Report

The Human Resources Committee of the Cosnpaa reviewed and discussed the following Compars®iscussion and Analysis
required by Item 402(b) of Regulation S-K with mgement, and based on such review and discuss®gdmmittee recommended to the
Board that the Compensation Discussion and Anabeisicluded in this Proxy Statement.

William T. Kerr, Chair
Gary C. Costley
Michael T. Dan
Elizabeth E. Tallet

Compensation Discussion and Analysis

This section of the Proxy Statement exgldie Company's compensation goals and how anccarypensation decisions were made for
the Company's "Named Executive Officers":

J. Barry Griswell, Chairman and CEO;

Michael H. Gersie, Executive Vice President ande€Rinancial Officer ("CFQO");
Larry D. Zimpleman, President and COO,;

John E. Aschenbrenner, President — Insurance arah€ial Services; and
James P. McCaughan, President — Global Asset Mamage

Effective May 1, 2008, Mr. Zimpleman will becomeeBident and Chief Executive Officer, and Mr. Griwell continue as Chairman. Furth
details on the processes and procedures for s&tagutive compensation, including the role of @@mmittee's compensation consultant, are
found under the headingluman Resources Committee on pages 12 and 13.

Introduction to 2007 Executive Compensation Decisits and Process

The Human Resources Committee made calgmd@r2007 compensation decisions for the NamedEixe Officers based on the
following key factors that are explained more fuiiglow:

. The Company's strategic and human resources olgscti

. Competitive data for the Peer Group and for a beogdoup of diversified financial services companie

. Corporate and individual performance on key inities;

. The CEO's and COOQO's compensation recommendatiomsifer Executives

. The advice of the Committee's consultant; and

. How each element of compensation stands on itsawrhow that element (and the amount intended paltepursuant to that

element) relates to the other elements (and theiatagayable with respect to those elements) ofpemsation as a package.

Every other year, the Committee commissioosk, its compensation consultant, to conductraprehensive study to assure that the
Company's executive compensation practices contmbe effective in achieving the Company's objexgiand that they remain competitive
with the market and compensation practices of congsan an appropriate peer group. For the yeaesw@ook does not conduct a study, the
Committee reviews its executive compensation pbpby and objectives and makes determinations oa selaries, target levels and actual
awards under incentive compensation plans and athéers the Committee decides should be addreShede determinations are based, in
part, on survey data provided by the Human Ressubepartment staff and such additional informafrom Cook as the Committee requests.
Cook has informed the Committee that the surveg tted Human Resources Department staff providegpsopriate to consider.

A comprehensive study was not undertake@dgk in 2006 and the Committee did not make deshgmges to the Executive
compensation program for 2007. The Committee estadd base salaries and annual and long-term ineeavard opportunities for 2007
using the survey data provided by the Human Ressubepartment staff, Peer Group data from 2008tenthput from Cook it requested. T
Committee used tally sheets to understand eacheelenfi compensation, by Executive and in total.amatters that were not driven
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by a pre-established formula, Committee membersceses their judgment and discretion based on theikgrounds and experience and the
input received from the other independent Board bens The Committee reached a consensus on eanhrelef, and total compensation for,
every Executive by asking questions, challengireyiagptions, requesting needed additional informatml discussing matters in executive
session among themselves, with management, witlk @od with the other independent Board members.

In making compensation decisions based0®Y performance, as explained below, the Committek into account a number of factors,
including:

. The Company achieved all-time highs in 2007 foalt@ompany Operating Earnings, earnings per sbaerating revenues,
return on equity and assets under management 96tgrdwth in earnings, 12% growth in earnings parstand 14% growth in
operating revenues. The Company's assets undeigeraeat increased by 21%; and return on equity &see to 16.4% at year-
end, a 110 basis point improvement from the preary

. There were record Operating Earnings in sevenefhmpany's 11 operating lines and record salesafcn of the Company
three key retirement and investment offerings d&edmdividual Life division. Principal Global Inviess had record third-party
assets under management, which increased 48% ramipBl International had record assets under gament, which
increased 50%, from the prior year.

Overall Design Considerations of Our Executive Comgnsation Program

The principal elements of executive compéing are base salary, annual and long-term ineesiteind benefits. The Company also
provides limited perquisites, severance and chamgentrol benefits as discussed in further deésadr in this section.

Annual compensation — base salary and drrorus — is paid in cash. Long-term incentive cemgation is provided through stock-
based awards. This mix of cash and equity makassisible for the Company to attract highly skileeacutives and ensure the appropriate link
between pay, Company performance and results éoebblders.

To ensure sufficient focus on achievin@finial and strategic objectives and hold senioragament most accountable for changes in
shareholder value, the portion of total compensgtimvided in pay that varies based on performamoeases with the importance of an
Executive's role and responsibility. Because egoétyed compensation creates the strongest aligriveeméen management and shareholder
interests, the Committee believes that it shoultstitute at least as large a portion of total conspéion as annual cash, and for the Named
Executive Officers, equity-based compensationgslzstantially greater component of overall comptoisa

Providing a large portion of compensatisrvariable cash and equity-based incentive comgiensa also financially efficient from
economic and accounting perspectives, as the egpamies based on the extent to which performabjartives are achieved. Half of the
equity awards in the long-term incentive prograe @erformance share awards (the other half is egtialesigned such that the Company's
expense is based on the value of the stock airntieedf grant (.e. , changes in the underlying value of the stock titaur after grant are
generally not required to be recognized in deteimgitthe total expense) and compensation experisetigred only to the extent that
performance goals are achieved. Further, as péd sfudy every other year, Cook performs an aialp ensure that total share dilution and
the economic costs of long-term incentives aresatreasonable and affordable level.

The Committee also considers the tax camseces of each element of compensation. Compensatimancially efficient from a tax
perspective if the Company can deduct the compiemsan its tax returns and avoid any excise taxgseoalties for the Company and its
Executives. Section 162(m) of the Tax Code pladasiaof $1,000,000 on the amount of compensatmreach Named Executive Officer
(other than the CFO) that the Company may deduahynone year. There is an exception to the $10000jmitation for performance-based
compensation that meets certain requirements. Aroasé incentive compensation, stock option awardsperformance share awards are
generally performance-based compensation meetoggtrequirements, and are therefore deductible Coimemittee generally structures
Executive compensation so that it qualifies foulitbx deduction, but it may provide compensatioftxecutives that is not deducible if it
determines that it is in the best interests of@benpany and its shareholders.
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Use of External Compensation Data and Tally Shee

The Committee reviews the group of compgitieses to compare Executive compensation pescfibe "Peer Group") every other year
as part of Cook's comprehensive study. Cook pravia@rmation and analysis and recommends an apptegPeer Group after interviews
with Committee members and management. Cook's meemdations for an appropriate Peer Group of pusililarly-sized, diversified
financial services, insurance and asset managesnerganies take into account the Company's andaimgetitors' strategy, mix of business,
market capitalization, number of employees andamkethree-year financial results. The Committeeandke decision on the companies to be
included in the Peer Group. The 11 companies irPter Group used for 2007 compensation compariserss.

CIGNA Manulife

Franklin Resource MetLife

Genworth Financie Nationwide
Hanover (formerly Allmerica Prudential Financie
Hartford Financial Service Sun Life Financia

Lincoln National

These companies are the major competitoosié or more of the Company's businesses, butmepnesent the same business mix or
emphasis characteristic of the Company. Some sktbempanies have higher market capitalizationreaneinue than the Company and some
have lower market capitalization and revenue thenGompany. For this reason, we target compenstatiche Named Executive Officers at
the median of the compensation of the named execafficers at the Peer Group companies. Cook ges/compensation information on an
executive-byexecutive basis and for the named executive offiokthe Peer Group as a group with respect to basie salaries and annual
long-term incentive compensation. Base salariesamet annual and longrm incentive compensation for our Executives foaynore or les
than the median compensation of the Peer Group Wie@ommittee determines it is warranted by irdiiel and/or Company performance,
the importance of the position or Executive to@wmpany at the current time and other retentiotofacAlso, actual compensation realizec
the Executive fluctuates above or below targetliefa incentive plans based on individual Execeifperformance and the performance of the
Company as measured by operating results and chaémgbareholder value. The Committee reviews thimany's performance against the
performance of Peer Group companies to confirmttifmCompany's compensation is reasonable refatiite financial performance.

In addition to the analysis of compensatigative to the Peer Group, annual data from ghbkli industry surveys produced by third
parties provides additional context for the Comesits discussiort® . Further, every two to three years, the Compamy'scash benefit
programs are compared with over 100 diversifiedritial services companies from across the coufhig.is a larger group than the Peer
Group because the information is used in desigaimjevaluating our broad-based employee benefifranos. Benefit programs are also
compared against those of local employers in Dem&4 lowa, due to the Company's significant emgdéogopulation in that location.

@ The surveys used are the Towers Perrin Diversifisdrance Study of Executive Compensation, The TeWwerrin Financial Servict
Industry Executive Compensation Database and tHealyln Partners Investment Management Survey. Tinesiaf the companies
participating in these surveys are included in Agje A.

Each year, the Committee reviews the taipensation paid to the Executives by reviewingmensation reports, called tally sheets.
tally sheets include the dollar value of base gakmnual and long-term incentive awards earneférasl compensation, outstanding equity
awards, benefits, perquisites and potential paysienttermination scenarios. The information ensithe Committee to analyze the value of
total compensation and compensation actually deltveersus the compensation opportunities origiredtablished by the Committee. This
information is an important part of the analysiediby the Committee in making future compensatiecisions on any element of
compensation and in the design of the incentivaglbenefits and perquisites. The tally sheetslaeused to help the Committee determine
that the Executive compensation program is condistéh the Company's compensation philosophy axirdd positioning relative to market
data.
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Base Salary

Base salary creates a level of compensétioBxecutives that is not dependent on Compamfopeance and enables the Company to
attract and retain highly skilled individuals ataffordable level of fixed expense. Salaries aterided to be competitive with the market for
comparably talented Executives, and individualgai@ry above and below the market median. Whenmetag base salary for each
Executive, the Committee considers the Peer Compwedian for comparable executive positions as agthe survey data referenced above,
the Executive's proficiency in a specific role, Eweecutive's work experience, the importance ofpib&tion to the Company, how difficult it
would be to replace the Executive, and the Exeeld#igerformance. Salary increases, if any, geneiltke effect the first pay period in March
of each year. Salary may also be reviewed whernxac Hive is promoted or has a significant changegponsibilities. Base salary increases
for 2007 were:

Named Executive Officer Percentage Increase
Griswell 0
Gersie 4.C
Zimpleman 4.2
Aschenbrenne 3.€
McCaughar 3.8

Mr. Griswell's base salary did not increfieen 2006 because his salary is $1,000,000, thatgst amount the Company may deduct ir
one year for the Chief Executive Officer (exceptgerformance-based compensation). The base satdribe other Named Executive Officers
were increased based on individual performancdraadcordance with the Company's overall salarjcpdbr 2007, and remained at
approximately the median of the Peer Group.

Annual Incentive Pay

To assist the Committee in its determimmatibthe proper annual incentive payment, targatiahincentive awards are set as a percentage
of each Named Executive Officer's base salary 2B0i7, the Committee approved the following targedrals (if all goals are 100% achieved)
for Named Executive Officers, expressed as a p&agerof base salary. The Committee also approvechtiximum awards for achieving
performance above target.

Named Executive Officer Target Award Maximum Award

Griswell 15C% 45(%
Gersie 75% 225%
Zimpleman 125% 37%
Aschenbrenne 10C% 30(%
McCaughar 250% 75(%

The target awards shown above did not obh&mgn 2006, and were established by the Comniittde at about the median of the Peer
Group. Mr. Griswell's target award opportunity reater than that of Mr. Gersie, Mr. Zimpleman and AMschenbrenner because he has ov
responsibility for the Company and greater resgmlitiés than the other Named Executive OfficerseTarget award opportunity is greater for
Mr. Zimpleman than for Mr. Aschenbrenner as Mr. gleman has responsibility for all operating divisand Mr. Aschenbrenner has
responsibility for only the Life and Health divisioThe award opportunities for Mr. McCaughan westaklished by the Committee to be
competitive with award opportunities of senior extaes within asset management firms.

The annual incentive awards for Named EtteeDfficers are made under the Principal Findn@i@up, Inc. Annual Incentive Plan
("Annual Incentive Plan"), which has been approlbgdur shareholders. The Annual Incentive Planbdistees a maximum annual bonus pool
of 2% of annual income from the Company's contigwaperations, minus net realized and unrealizedsgand losses, as reported in the
Company's financial statements ("Bonus Pool").ddigon, maximum bonuses are established undepldrefor each Named Executive Offir
based on pre-established percentages of the BamulsThe Committee must operate within these marisiurhe Committee uses its
discretion to determine awards which are lower th@mmaximums. One way the Committee has doneshisestablish the target and
maximum amounts shown in the table above.
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The Committee also makes a subjective assms of corporate performance, as well as indaligeerformance, using the broad-based
annual incentive plan for employees (the "PrinPiay'P. The Committee establishes a "Component Stedgich can range from 0 to 200% of
target, based on its assessment of corporate pefme. The Component Score is then multiplied bindividual score, which can be 0 or
range from 50% to 150% of target, based on itssassent of the Named Executive Officer's individeaiformance. As a result, total bonus
opportunities range from 0 to 300% of target, wogxceed the maximum award established under thhe@rncentive Plan.

How We Determined the 2007 PrinPay Corporate Perfanance Measure, Target and Achievement

We have a number of different financialvéms businesses and this diversification has baportant to the Company's success. In a
given year, some of the businesses may performwelyand others may perform less well. For examgdene of our businesses, such as our
asset accumulation businesses, are more heavigndept on how well the stock market performs. Obhusinesses, such as our Life and
Health insurance businesses, are not so direetiytti financial market performance and depend theawily on other performance factors.
This diversification allows the Company to be swsfel in more years than not.

Each of these businesses has its own drihat ultimately determine how well the businesdgrms. For our U. S. Asset Accumulation
businesses, the drivers include account valuess saét cash flows, distribution, market perforngaacd operating efficiency. For Global As
Management, the drivers include assets under marageinvestment performance, fee revenues, neindéasgsmandates, net cash flows,
market performance and operational efficiency.dtorLife and Health insurance businesses, drivegiside sales, premiums, fees, deposits,
number of covered members, mortality and morbiditgerience, distribution and operational efficien&l of these businesses are tied
together by our strategic focus on the small-toiomadousiness market, delivering retirement and eyg® benefit solutions including retail
rollover opportunities, and global asset management

All of our businesses are important to aehng this strategic focus. In order for the Compambe successful, the different businesses
must work together to achieve overall Company gaaltser than competing with each other. For thasoa, we have the PrinPay Plan, a broad-
based annual incentive plan for employees. ThePRsirPlan isunded by the level of Operating Earningshieved for the year®) Operating
Earnings is our key financial benchmark for deteing the overall performance of the Company's ndror&oing operations, year over yeatr.

It is also the financial measure used by Wall $tfieancial analysts in judging our performance. édieve strong growth in Operating
Earnings is the right focus for the PrinPay Placalse, if accomplished year after year, it prodimeg-term value for our shareholders. For
the period from 2001 - 2006, the Company's cumegadinnual average growth rate in Operating Earnvegs11%. Over the same period, the
Company's cumulative annual growth rate in shaieepras 20%. All of the business drivers in eacthefbusinesses, including the focus on
our customers and our employees, roll up into thexall end result of the level of achievement oe@ing Earnings, so that all employees
may understand the specific work efforts needenhftiveir business unit to support the corporate godlto be successful.

®) Operating Earnings is a financial measure commuoséd in the financial services industry. Operaktiagnings are determined by
adjusting GAAP net income available to common shaliders for net realized/unrealized capital gaimd lasses, as adjusted, and other
after-tax adjustments not indicative of overall @timg trends. Operating Earnings, computed inttasiner, provide an indication of
the performance of a company's normal, ongoingatjmers, which is important in understanding andwating financial conditions ar
results of operations on the same basis used lyises analysts. Business unit and individual gglpport the achievement of the
stated level of Operating Earnings as well as dihancial, operational and strategic initiativeslabjectives that are critical to the
Company's success.

The Board of Directors and the Committestricted management to develop a target performamoder that would be a stretch to
achieve in 2007, but that would be attainable, d@se2006 results. Management recommended, anddimemittee approved, target Operating
Earnings achievement for the 2007 PrinPay plarlgd@®.0 million. This was an increase of 10% ov@&Operating Earnings and was
arrived at by reviewing each of the businessestlagid prospects for Operating Earnings achieverime2007. The Board of Directors review
information presented by each business unit onvthri effort required to achieve its stretch OpermgtEarnings goal. Each area presented
projected Operating Earnings increases for the, yelaich totaled the corporate Operating Earningsmemendation. In addition, each area
provided the needed increases in sales, premigas,dr deposits and client retention rates, andresgpgrowth rates necessary to support
achievement
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of the business unit's Operating Earnings goalitauarket performance was assumed to increase&%uarter in arriving at the goals.

In January 2007, the Committee approveddhewing corporate Operating Earnings target gedlich is reflected in the table below
under the heading 100%, and the following overatf@rmance scale for 2007:

Performance Scale

Payout Percentac 50% 75% 100% 150% 200%
Operating Earnings in millior $908.7 $988.8 $1,069.C $1,149.2 $1,229.4

In January 2008, the Committee approvetbeesof 88% on the above performance scale foraratp performance in 2007. The
Company's Operating Earnings for 2007 were $1,088libn. Management recommended, and the Comméttgeed, that extraordinary ite
totaling $29.1 million should be deducted from tBigerating Earnings result in determining the CeaifPrinPay score as they are primarily
accounting true-ups and do not reflect how welllibisinesses are performing. The Committee theneapthle adjusted Operating Earnings of
$1,029.3 million to the above performance scaldclvproduced the corporate score of 88% under th>Ry Plan.

Individual Performance Factors

In February of 2007, the Committee esthklisindividual performance factors for the Namee@diive Officers in the following four
categories: Financial, Customer, Internal and Liegrand Growth. The material individual performaf@etors are discussed below.

Financial. Each of the Named Executive Officers had a ga#in the Financial category of leading the origation in achieving the
corporate Operating Earnings performance goal destabove. Mr. Griswell, as Chairman and CEO, MndZimpleman, as President and
COO, had specific Operating Earnings, sales aneihe growth goals for all of the major operatinggarof the Company. Mr. Griswell had a
goal with respect to the Company's net income aadaging capital losses to a certain level. As ovisieads, Mr. Aschenbrenner and
Mr. McCaughan had Operating Earnings goals assmtiaith each of their businesses that would supgrtevement of the overall corporate
goal, as well as specified sales and revenue grgedls. Mr. McCaughan had specific goals on investnperformance related to asset
management industry performance rankings. As CFO@drsie's goals centered on the effective manageeand utilization of the
organization's capital and development of risk ngen@ent metrics.

Customer. All of the Named Executive Officers had goalghwegard to growing and expanding customer retestiips. Mr. Gersie's
goals were also based on maintaining effectivaioglships with the Company's rating agencies axdstors.

Internal.  Mr. Griswell had goals regarding promotion leé {Company's brand, developing a comprehensivenésiagement platform
for the Company, and furthering the Company's ifiedtretail strategies. Mr. Zimpleman had a go&hwegard to the integration and success
of the WM Advisors acquisition. Mr. Gersie's goadtated to organizational excellence and compréhemisk management efforts.

Learning and Growth. Each of the Named Executive Officers had guatls respect to the Company's diversity efforts araking the
Company a great place to do great work, includirgpaging talent and building leader effectiveness.

Final Annual Incentive Pay Award Determination

In arriving at the final annual incentiwveaxds for the Named Executive Officers, the Comemitibok into account how well the Company
did in achieving its Operating Earnings goal urtther PrinPay Plan and the other factors regardingg2my performance outlined above, as
well as its assessment of each Named Executive
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Officer's performance based on the individual gaalslescribed. The annual incentive award for e&tie Named Executive Officers,
expressed as a percentage of his target awardrfebove, is as follows:

Named Executive Officer Award

Griswell 10C%
Gersie 90%
Zimpleman 10C%
Aschenbrenne 85%
McCaughar 105%

Executives may defer annual cash incerswards into a nonqualified supplemental savings glExcess Plan"), as shown in the Non
Equity Incentive Compansation column of the Sumn@oynpensation table, described on page 27.

Long-term Incentive Compensation

The long-term incentive compensation progisdesigned to ensure that the interests of Exesuare aligned with those of shareholders
so that the compensation actually received by ttexttives reflects both the degree to which mutyfinancial objectives are achieved and
shareholder value is increased. A long-term fosugitical because the Company competes in busiséssvhich long-term performance is
important, such as retirement products, life insoeaand asset management. The long-term incerdgimgensation program also encourages
cooperation among Executives, some of whom repteseious business divisions, in pursuing corporeige goals.

The Committee establishes a target longraward opportunity for each Named Executive Offstated as a percentage of each
Executive's base salary based on Peer Group avelysdata, as referenced above, and the advice obitsultant. The Committee uses the
following factors to adjust the target award oppoity and determine the actual percentage of balseysto be awarded to each Named
Executive Officer ("Adjusted Target Award Opportiyi): current competitive market data, the Execef\past performance, the Executive's
current compensation, any retention issues or coacthe importance of the Executive to the Compargr the long term and the potential
impact that Executive could have on the Compamgslts, and the Executive's performance relatilés@r her peers within the Company.
However, grants are generally administered sudhttigsaggregate grants do not exceed the sum d¢&tpet grants for all participants. The
Targets and Adjusted Target Award Opportunitie2f@d7 were:

Adjusted Target

Named Executive Officer Target Award Opportunity

Griswell 600C% 60C%
Gersie 225% 25(%
Zimpleman 40(% 40(%
Aschenbrenne 275% 27%
McCaughar 27% 300%

Mr. Griswell's award opportunity is greatiean that of the other Named Executive Officersaose he has overall responsibility for the
Company. Mr. Zimpleman's target award opportunigswcreased from 275% in 2006 due to his promdtidresident and COO and
increasing responsibilities for all of the Compamyperations, and was not adjusted. The targetdaggportunity for Mr. Gersie was adjusted
upward from 225% based on market data and his peafioce. Mr. McCaughan's target award opportunity adjusted upward from 275% in
recognition of his performance and the growing intgmace of global asset management to the Compawgtall success.

For Named Executive Officers, one-halftef Adjusted Target Award Opportunity is grantedtimck options and one-half in performance
shares that vest based on both continued servitéharachievement of certain financial objectivesra three-year period (with each three-
year period treated as a "Performance Cycle") dPmdnce share awards entitle the Executive to gfsares of Common Stock if certain lev
of performance are achieved. The Committee use& sfations as part of the long-term incentive pamgbecause options are an effective way
to link an Executive's compensation to change$iameholder value. The weighting is not based gpeaific formula or algorithm, but rather is
intended to create a balance between the achieverhspecific operating performance objectives ahadnges in shareholder value based on
the Committee's judgment, which may change frone timtime. Realized compensation may vary considgifeom the Adjusted Target

Award
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Opportunity based on the Company's performancechadges in share price that occur after the giidr&.number of stock options awarded to
each Named Executive Officer in a given year isuated by dividing the present value of one optidn the portion of the Adjusted Target
Award Opportunity (50%) to be delivered in optioasing the Black-Scholes model (but adjusting fier possibility that some options may be
forfeited because Executives may terminate thepleyment prior to the stock options vesting). Tagget number of performance shares for
each Executive is determined by dividing the averstgck price for the 20 trading days prior to gh@nt into the portion of each Executive's
Adjusted Total Award Opportunity (50%) to be defiee in performance shares.

For the 2007 performance share awardgye¢hfermance requirements are achievement of perdéted return on equity ("ROE") and
earnings per share ("EPS") targets. For this perpbe ROE criteria require attaining a simple agerof an ROE of 10% for the calendar y
during the 2007 - 2009 three-year performance geffdhe ROE objective is not met, the performaskares will not be earned or paid out.
The EPS targets are measured against the cumulER8eduring the same three-year period. To re@etaeget award, the Company must have
a cumulative EPS of $13.34, and a maximum awar@%206f target) will be paid at an aggregate EPS1&$4. The minimum award (25% of
target) will be paid at a cumulative EPS of $1211&he ROE and EPS goals are achievednimaber of performance shares an Executive |
is determined using a scale based on the cumulagingngs per share. Depending on the actual ROERS achieved, Executives may earn
between 0 and 200% of the target number of shhedssere granted at the beginning of the Perform&@ycle. When combined with the
Operating Income measure used in the Annual Ineeitian, use of ROE and EPS for this portion ofiding-term incentive ensures a balan
focus on both short-term and multi-year profitapiind the efficient use of capital.

Executives may defer the receipt of perfamoe share awards that are earned and would offeebeipaid shortly after the performance
period ends.

Timing of Stock Option Awards and Other Equity Incentives

Annual grants of stock options and perfarogashares for the Company's Executives are detediiy the Committee at its February
meeting. The Committee formalized its long-standinactices by adopting a policy regarding gransitagk option and other equity awards.
Under this policy, the grant date for all approgtock options and other stock-based awards shedirriee earlier than the date of approval, and
shall be:

. for all annual awards to Executives, the date pfayal by the Committee;
. for new employees and promotions, the later ofiéite of approval or the employee's hire/promotiate
. in the event of an award connected with an estaddistock program for n-Executives, the later of the date of approval et

grant date established by the stock program; and

. for any other awards, the date of appro

The exercise price for each stock optioaraws determined in accordance with the Prindidaancial Group 2005 Stock Incentive Plan
("2005 Stock Incentive Plan"), which provides tbptions will have an exercise price no less thanfdir market value of a share of Common
Stock on the date on which the option is granted.

Authority of the CEO and the President to Grant Equity Awards

Under the 2005 Stock Incentive Plan, then@ittee has delegated authority to the CEO andPthsident to make certain equity awards to
sales agents and non-Executive employees for n@s,lpromotions, retention and recognizing supgrsformance. The CEO and the
President report on these grants at the next re@dmmittee meeting. The total awards granted byGBO and the President may not exceed
250,000 shares per year.
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Stock Ownership Guidelines

Executives are required to own stock inGleenpany to ensure their interests are aligned thigrshareholders' interests. This requirement
is based on multiples of base salary and job léwetcutives must obtain the required level of stowkership within five years of attaining
their job level. The amount of stock ownershipasedimined by multiplying the shares or interestei@gvby the stock price at any given poir
time. The following count toward the ownership glide: Common Stock; deferred stock-based uniterésts in Common Stock held in
Principal Life's 401(k) Plan; RSUs; performancershanits earned, whether paid in stock or deferaed; phantom stock units under the Ex
Plan. The guidelines are:

Ownership Value as ¢

Executive Level Multiple of Base Salary
CEO 5 times
President and COr 4 times
Division Presidents and Executive Vice Presid 3 times

All of the Named Executive Officers arecompliance with these guidelines.

Benefits

The Named Executive Officers participat®imcipal Life's broad-based employee benefitgmm, including a qualified pension plan, a
401(k) plan, group health and disability coveragreup life insurance, a discounted employee statkhmse plan, paid time off, and flexible
spending account plans. Principal Life also offerson-qualified supplemental pension plan (the "BE&hd the Excess Plan). These benefits
are offered to attract and retain talent within dhganization and provide long-term financial séguo employees. The SERP helps the
Company attract mid-career Executives and retagchtves by providing competitive retirement betseffhe SERP is coordinated with the
qualified pension plan and is designed to restereefits that otherwise would accrue to Executivethé absence of Tax Code limitations on
qualified pension plans and to target a replacematitt of approximately 65% of average cash comaigms, including Social Security benefits
and the qualified and non-qualified pension pléefer to the narrative to the Pension Benefits @abl page 31 for additional information
about the SERP and the qualified pension plancihLife maintains the Excess Plan to help attaad retain Executives by allowing
executives to save for retirement and to providechiag contributions on those savings, without rdga the limitations imposed by the Tax
Code on qualified defined contribution plans. Refethe narrative to the Non-Qualified Defined Gdnition and Other Deferred
Compensation Plans Table on page 33 for additiofiaimation about the Excess Plan.

Effective January 1, 2006, Principal Lifade several changes to the broad-based employesment program that affected all
employees, and similar changes were also madetoattiesponding Excess Plan and SERP. In genleegbension and SERP benefit formulas
(both traditional and cash balance) were reducedfam 401 (k) matching contribution was increasedpByees who were age 47 or older with
at least ten years of service on December 31, 28d elect to retain the prior benefit provisioBsmployees who elected to retain the prior
benefits are referred to as "Grandfathered Choégédipants.” These changes were made to betgar Hie pension and 401(k) plans with
current market practice, while not adversely impacimore tenured employees.

The value of the retirement and savingapkre targeted to be, in the aggregate, sligbthyathe median of diversified financial services
companies because a large portion of the Comphuogisess centers on the sale of retirement prodilestraditional pension plan benefit for
Grandfathered Choice Participants has a markeewaill above the median and the 401(k) plan maicifandfathered Choice Participant
below market median. These benefits, too, werdaraily designed to be slightly above market med@attract and retain employees. As
retirement plans evolved in the marketplace, thaine has changed, leading to the realignment métket in 2006.

All other benefits are targeted at marketlian in the aggregate, which supports the Compdmeyiefit strategy and aids in attracting and
retaining talent.
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Change of Control and Separation Pa

The Committee believes it is in the bestriests of the Company and its shareholders to:

. assure that the Company will have the continuedepf its Executives;

. reduce the distraction of these Executives thatidvaesult from the personal uncertainties caused pgnding or threaten:
Change of Control;

. encourage the Executives' full attention and deidindgo the Company; and

. provide the Executives with compensation and b&nafion a Change of Control that ensure that theorgable expectations

the Executives will be satisfied and arrangemergsampetitive with those of similar businesses.

For these reasons, the Company has entgetChange of Control" employment agreements wibh of the Named Executive Officers.
These agreements would help the Executives matlg &ialuate a potential acquisition of the Compargrticularly when the acquisition
would result in termination of the Executive's eayphent. The terms of and benefits provided undesa¢lChange of Control employment
agreements are based on market practice and dmpatt the decisions made regarding other compsr#rthe Named Executive Officers'
compensation. When entering into these agreemthiet&,ommittee reviewed survey data and the Chah@emtrol practices of other public
insurance and financial services companies. Therflitiee continues to review market practices in #nea for potential future changes in tt
agreements.

All benefits provided to the Executives nmChange of Control are paid after both a Chafiggontrol and qualifying termination of
employment have occurred (sometimes referred &"dsuble-trigger"), except the then current valfithe Executive's Excess Plan and SERP
will be paid upon a Change of Control to ensur¢ tihe value of those plans does not erode uposaleeof the Company or other transaction
resulting in a Change of Control.

The Company's severance plans cover emgdowbose employment is terminated by the Compaeytala reorganization or reduction in
the workforce. Additional payments may be permiitedome circumstances as a result of negotiatiotisExecutives, particularly when the
Company requests additional covenants from the lkexs. Terms of the severance provisions for Mis@ell and Mr. Zimpleman were
based on market practice, and did not impact teesides made regarding other components of thenpemsation.

Perquisites

The Company has few perquisites for Exeestihat are not offered to all employees. Mr. @eis uses corporate aircraft for personal and
business travel, and his family sometimes accongsdmnim. Mr. Griswell is responsible for income tsua® the amounts related to imputed
income for personal use of the aircraft. This p&siteihelps maximize Mr. Griswell's efficiency aselcurity. The Company allows spouses to
travel with employees when using the Company pfanbusiness purposes when space is otherwiseadlailThis results in no incremental
cost to the Company, and income is imputed to thpl@yee. Executives receive limited financial plengnassistance and one physical
examination per year. We provide these benefitetp our Executives efficiently manage their tinmel financial affairs and to allow them to
minimize their distractions from business issuehe®than these perquisites, Executives have the senenities as all other employees, such
as tuition and industry education reimbursementandite fithess center facilities.

The Principal Financial Group Foundatiorg.Imatches charitable gifts made by employeesio€ipal Life, its domestic subsidiaries and
affiliates to institutions of higher learning wigéim annual maximum of $3,500, public and privateXsthools (annual maximum of $500) and
United Way (no maximum). Principal Life matches I@riswell's charitable gifts to institutions of higr learning and entities organized under
Tax Code Section 501(c)(3) up to $100,000 per yHae.higher match amount for Mr. Griswell reflebts position as a community leader and
his strong interest in philanthropy, and is tak&o iaccount in the Company's good works budgetjeuto the limitations contained in the T
Code, Principal Life receives charitable contribottax deductions for these matching gifts.
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Summary Compensation Table

The following table sets forth the compeimsapaid to the Named Executive Officers for seegi provided to the Company and its

subsidiaries during 2007.

Change in Pension
Value and Non-

Non Equity qualified Deferred All Other

Salary Bonus Incentive Stock Awards  Option Awards Compensation Compensation Total
Name Year $(1) $ Compensation(2) $(3)(4) $(3) Earnings(5) $(6) $(7)
Griswell 2007 $ 1,000,000 $ 0% 1,320,000 $ 2,821,06° $ 4,290,70° $ 2,190,77: $ 214,97¢ $ 11,837,52
Chairman and CEC ~ 200€ $ 1,000,000 $ 0% 2,500,000 $ 7,184,12. $ 4,242,441 $ 1,733,531 $ 188,82( $

16,848,92

Gersie 2007 $ 485,18! $ 0% 287,47. $ 552,07 $ 756,64. $ 776,600 $ 29,52: $ 2,887,50:
Executive Vice 200¢€ $ 465,19 $ 0% 498,91¢ $ 1,369,52 $ 845,32 $ 660,48: $ 29,06: $ 3,868,50
President and CF
Zimpleman 2007 $ 620,35 $ 0% 682,38¢ $ 1,332,55 $ 1,220,46' $ 1,39155 $ 65,84¢ $ 5,313,17
President and CO! 200€ $ 582,90: $ 0% 1,092,94! $ 873,57( $ 978,75¢ $ 924,35. $ 53,73¢ $ 4,506,26'
Aschenbrenner 2007 $ 571,15: $ 03 428,36 $ 741,68t $ 1,135,63 $ 979,45 $ 40,97 $ 3,897,26
President — 200€ $ 550,19: $ 03 632,72: $ 1,965,39 $ 1,130,93 $ 1,008,85 $ 43,63: $ 5,331,73
Insurance and
Financial Service
McCaughan 2007 $ 541,15 $ 0% 1,244,65. $ 882,34( $ 821,31¢ $ 215.24: $ 153,13° $ 3,857,84
President — Globa  200¢ $ 522,11 $ 0% 1,984,03' $ 699,43 $ 808,24¢ $ 146,60 $ 161,15. $ 4,321,58

Asset Managemel

@

statement):

Name

Excess Plan Employe

401(k) Employee

Contributions

Total Employee

Contributions

Contributions

Griswell
Gersie

Zimpleman
Aschenbrenne
McCaughar

(@)

BB B P

18,26¢
11,731
14,03¢
12,471
13,075

LR R

Excess Plan (information detailing deferrals fob@@vas included in last year's proxy statement):

©)

Name

48,46:
31,58¢
50,49}
32,51(
35,21¢

BB BB P

66,73
43,31¢
64,53¢
44,98
48,29:

Employee Contributions

on Incentive Pay

Griswell
Gersie
Zimpleman

Aschenbrenne

McCaughar

BB B P

79,39:
23,49¢
66,96
29,98¢
100,02

Includes 2007 salary deferred into the qualified(#pPplan and the Excess Plan, as shown belowr(irdition detailing deferrals for 2006 was includedaist year's proxy

The amounts shown represent annual incentive cosagien awards earned in 2007 and paid in 2008jrarhalde the following amounts deferred into theldigal 401(k) Plan and

Amounts reported are the aggregate amounts of sepeicorded in 2007 for financial accounting puesads respect of stock awards and stock optiorstanding in 2007,

including awards and options granted prior to 200% assumptions for the valuation of stock andopawards under SFAS 123R for awards includetiénSummary

Compensation Table:

Risk-Free

Grant Date Exercise Price  Volatility Expected Ternr Dividend Yield Interest Rate

February 25, 200 $ 27.51 38.6( 6 year: 0.901% 3.15%
February 24, 200 $ 36.3( 39.2( 6 year: 1.24% 3.21%
February 28, 200 $ 39.0z 16.5¢ 6 year: 1.41% 4.0%
February 27, 200 $ 49.2¢ 16.1¢ 6 year: 1.32(% 4.64%
June 1, 200! $ 54.4¢ 15.5¢ 6 year: 1.19% 5.04%
February 26, 200 $ 62.6° 23.6¢ 6 year: 1.27% 4.62%

The exercise price also represents the grant datedlue of each RSU or performance share gramteslich date.
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(4) Performance shares will be earned and paid in sttir€ommon Stock only if performance requirememesmet or exceeded. The performance shares gifelefor dividenc
equivalents. The dividend equivalents are alsoesldp the same performance requirements as tfherpamnce share awards and are only earned if tHerpeance measures are
met or exceeded.

In addition, RSUs have been awarded to the NamedEive Officers in prior years as a form of loegrt incentive compensation.

(5) Assumptions underlying the determination of the am®f increase in actuarial value for both thelifjed and non-qualified pension plans are illugtthon page 31. Changes in
these assumptions and compensation changes walintipis value annually. There are no above mar&etings.
(6) All Other Compensation for the Named Executive € consists of the following:
Principal Life
Contributions to
Perquisites anc Defined
Other Personal Tax Contribution
Benefits Reimbursements/ Plans Total
Name (@) Gross-Ups (c) $
Griswell $ 109,97¢b)$ 0 $ 105,000 $ 214,97t
Gersie $ 0 $ 0 $ 29,52¢ $ 29,52«
Zimpleman $ 14,44¢ $ 0 $ 51,40C $ 65,84¢
Aschenbrenne $ 485¢ $ 0 $ 36,11¢ $ 40,97(
McCaughar $ 1,628 $ 0 $ 151,510 $ 153,13
(@) Represents the incremental aggregate cost to thgo@uy for all perquisites provided during the yéeluding personal financial planning servicesygibal
examinations, and Mr. Griswell's personal use opcomate aircraft.
(b) Amounts for personal use of corporate aircraft by Griswell and his family members included in thble represent the aggregate incremental cobet@ompany of

$102,567. The aggregate incremental cost inclugiels landing fees, and expenses for pilot mealdaaging. Mr. Griswell pays income taxes on the amtof income
imputed to him for personal use of the aircraft] &e is not reimbursed for these taxes.

(c) The amounts shown below are Principal Life's matgltiontributions to the 401(k) Plan and the Exédas. The Excess Plan matching contributions @& iakluded in
Principal Life's Contributions in the Non-Qualifi€bferred Compensation and Other Deferred Compiens@tan table on page 33.

401(k) Matching Excess Plan Matching
Contributions Made by Contributions Made by
Name Principal Life Principal Life Total
Griswell $ 6,75C $ 98,25( $ 105,00!
Gersie $ 581: $ 23,71 $ 29,52:
Zimpleman $ 581: $ 45587 $ 51,40(
Aschenbrenne $ 3,54¢ $ 3257C $ 36,11¢
McCaughar $ 11,62 $ 139,88 $ 151,51:
(7) Sum of the total dollar value of the other colurimthis table.
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Grants of Plan-Based Awards for Fiscal Year End December 31, 20(

All Other
Estimated Future Payouts Under Estimated Future Payouts Under Option
Non-Equity Incentive Plan Awards Equity Incentive Plan Awards(3) Awards: Grant Date
Number of  Exercise or  Fair Value
Securities  Base Price of of
Underlying Option Stock and
Approval Threshold Target Maximum Threshold Target Maximum Options Awards Option
Name Grant Date Date (%) ($)(1) $)(2) #) #) #) #)(4) ($/Sh)(5) Awards
Griswell $ 375,00 $ 1,500,000 $ 11,000,00
2/26/200° 2/26/200° 11,96¢  47,87: 95,75¢ $ 2,866,60
2/26/200° 2/26/200° 179,78 $ 62.6: $
3,234,33
Gersie $ 90,97: $ 363,88t $ 1,091,66!
2/26/200° 2/26/200° 2,43¢ 9,751 19,50: $ 583,83
2/26/200° 2/26/200° 36,61 $ 62.6: $ 658,70«
Zimpleman $ 193,86. $ 775,44: $ 5,500,001
2/26/200° 2/26/200° 4,98¢  19,95¢ 39,91( $ 1,142,221
2/26/200° 2/26/200° 74,93t $ 62.6: $
1,250,96
Aschenbrenner $ 142,78¢ $ 571,15: $ 3,700,001
2/26/200° 2/26/200° 3,15¢  12,61¢ 25,23¢ $ 755,49
2/26/200° 2/26/200° 47,38( $ 62.6: $ 852,36t
McCaughan $ 338,22: $ 1,352,88! $ 3,700,001
2/26/200° 2/26/200° 3,26z 13,047 26,09: $ 713,94
2/26/200° 2/26/200° 48,99( $ 62.6: $ 806,02
1) The target award shown is the maximum aggregatedamayable under the Annual Incentive Pay PlartferNamed Executive Officers, based on the Bonas. Fbe maximum

amount payable to each Named Executive Officemisraentage of the Bonus Pool: 40% for the CEO; &fl%he second highest paid Named Executive Qffiaed 13% for each
other Named Executive Officer. In determining ticual annual incentive award payable, the Humaro&es Committee exercises negative discretiondaae the amount
payable from the maximum award determined undeAtireial Incentive Pay Plan. As described on pa@e83 the factors used in determining the actualarhpayable were
bonus targets established as a multiple of baseysahe extent to which the goals that were eistaddl for PrinPay were achieved, the Committee'ssssnent of certain corporate
goals and the individual performance of each NaBEwetutive Officer.

) This table reflects performance shares grantedetmuary 26, 2007.

?3) The options vest in three equal annual installmbatgnning on the first anniversary of the grarted@he options are not eligible for dividend eglénts. The number of stock
options awarded to each Named Executive Officer given year is calculated by dividing the preseiie of one option into the portion of the AdjubBarget Award Opportunity
(50%) to be delivered in options, using the Black®es model (but adjusting for the possibilitytteame options may be forfeited because Executhasterminate their
employment prior to the stock options vesting).

(4) The per-share option exercise price is the clopige of the Common Stock on the date of grant.

(5) Represents the grant date fair value of the awziarget.
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Outstanding Equity Awards At Fiscal Year-End December 31, 200

Option Awards Stock Awards
Equity
Incentive Equity
Plan Incentive Plan
Awards: Awards:
Number of Market or
Number of Unearned Payout Value of
Securities Number of Shares. Unearned
Underlying Securities Number of Units or Shares
Unexercised Underlying Shares or Market Value of Other Units or Other
Options Unexercised Option Units of Stock Shares or Units 0 Rights That Rights That
#) Options Exercise Price Option That Have not Stock That Have  Have not  Have not Vester
Grant Exercisable #) Expiration Vested not Vested Vested
Name Date 1) Unexercisable (%) Date #(2) #(3) #(4) $)?3)
Griswell 2/24/200: 200,00( 0% 36.3( 2/24/201-
2/28/200! 272,15¢ 136,07¢ $ 39.0: 2/28/201! 39,05: $ 2,688,341
2/27/200t 80,96 161,92° $ 49.2¢ 2/27/2011 16,14« $ 1,111,371
2/26/200° 0 179,781 $ 62.6% 2/26/201 12,13 $ 835,09t
Gersie 2/25/200: 5,62( 0% 27.57 2/25/201:
2/24/200- 50,85( 0s 36.3( 2/24/201-
2/28/200! 45,41¢ 22,70¢ $ 39.0: 2/28/201! 6,517 $ 448,63(
2/27/200t 15,85¢ 3L,71C $ 49.2¢ 2/27/2011 3,162 $ 217,63t
2/26/200° 0 36,61t $ 62.6% 2/26/201 2471 $ 170,08t
Zimpleman(5) 4/29/200: 41,09t 0% 27.4¢ 4/29/201.:
2/25/200: 48,35: 0% 27.51 2/25/201:
2/24/200- 77,79 0% 36.3( 2/24/201-
2/28/200! 72,12: 36,06: $ 39.02 2/28/201! 10,34¢ $ 712,35¢
2/27/200t 27,62¢ 55,257 $ 49.2¢ 2/27/2011 5,50¢ $ 379,25
6/1/200¢ 373 747 $ 54.4¢ 6/1/201¢ 7% $ 5,12¢
2/26/200° 0 74,93t $ 62.6% 2/26/201 5,05¢ $ 348,07:
Aschenbrenner 2/25/200: 27,29( 0% 27.51 2/25/201:
2/24/200- 79,34¢ 0s 36.3( 2/24/201-
2/28/200! 72,12: 36,06: $ 39.0: 2/28/201! 10,34¢ $ 712,35¢
2/27/200t 22,46¢ 4493 $ 49.2¢ 2/27/2011 4,480 $ 308,40:
2/26/200° 0 47,380 $ 62.6% 2/26/201 3,197 $ 220,09¢
McCaughan 4/29/200: 79,03( 0% 27.4¢ 4/29/201.:
2/25/200: 80,95( 0% 27.51 2/25/201:
2/24/200- 74,96( 0% 36.3( 2/24/201.
2/28/200! 61,30: 30,65: $ 39.02 2/28/201! 8,79¢ $ 605,51
2/27/200t 21,25 42,507 $ 49.2¢ 2/27/2011 4,23t $ 291,72
2/26/200° 0 48,99( $ 62.6% 2/26/201 3,30¢ $ 227,56¢
1) Of the options granted on February 24, 2004, oivd-ttested on February 24, 2005, one-third vesteBebruary 24, 2006, and the remaining tried vested on February 24, 20

Of the options granted on February 28, 2005, oird-tlested on February 28, 2006, one-third vesteBebruary 28, 2007, and the remaining tried vested on February 28, 20
Of the options granted on February 27, 2006, oivd-tlested on February 27, 2007, one-third vesteBebruary 27, 2008, and the remaining one-thied @a February 27, 2009.
Of the options granted on February 26, 2007, oird-tlested on February 26, 2008, one-third veste@oruary 26, 2009, and the remaining one-third eegtebruary 26, 2010.

) The RSUs vest on the third anniversary of the gdate.

?3) Assumes a stock price of $68.84 per share, whichthe closing price of a share of Common Stockherdst trading day of the year, December 31, 2t#pgrted for the New
York Stock Exchange-Composite Transactions on Déeerdl, 2007.

4) The Performance Share Awards granted in 2006 w#t wn December 31, 2008 and Awards granted in 2d0Vest on December 31, 2009 if the target thodd performance
measures have been met.

(5) Mr. Zimpleman received additional options and perfance shares on June 1, 2006, when he was proneordsident and COO.

Executives may defer performance share dswduat are earned and would otherwise be paidlgladter the performance period. Annual

cash incentive awards, as shown in the Non-Equnitgritive Compensation column of the Summary CongiemsTable, may also be deferred
into the Excess Plan.
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Option Exercises and Stock Vestin

The following table provides informationma@rning the exercise of stock options and thengsif RSUs during calendar year 2007 for
each Named Executive Officer on an aggregated .basis

Option Awards Stock Awards
Number of Shares Value Realized Upon Number of Shares

Acquired on Exercise Exercise Acquired on Vesting Value Realized on Vesting
Name ) @ Gl ®@
Griswell(3) 139,43¢ $ 3,920,24. 43,45: $ 2,732,759.1
Gersie 20,00C $ 698,75: 6,50¢ $ 409,351.0
Zimpleman 24177 $ 780,07¢ 9,95¢ $ 626,321.5
Aschenbrenner(4 45,10C $ 1,729,35! 10,15¢ % 627,130.0
McCaughar 0 N/A 9,5% $ 603,492.4
(D) Represents the difference between the market pfitee underlying shares of Common Stock on the daexercise and the exercise

price of the exercised option.

(2) Represents the market value of RSUs granted in a@f4/ested on February 24, 2007 at $62.89, tlengjqrice per share for tl
trading day preceding the vesting date, which wasartrading day.
(3)  Although vested, Mr. Griswell elected to deferlgatient of his RSUs to the earlier of April 1, 2G8%his termination of employment.
(4)  Although vested, Mr. Aschenbrenner elected to deé¢tfement of his RSUs to the earlier of Janua®035 or his termination
employment.
Pension Benefits
Present Value of Accumulatec Payments
Number of Years Benefit at Normal Retirement During Last
Name Plan Name Credited Service(1) Age(2) Fiscal Year
Griswell Qualified pensiot 18 3 706,96 0
SERP 19 % 10,257,94 0
Gersie Qualified pensior 37 % 1,114,77. 0
SERP 37 $ 4,034,05! 0
Zimpleman Qualified pensior 34 $ 842,79 0
SERP 34 $ 4,545,73: 0
Aschenbrenne Qualified pensiot 3 % 1,012,98: 0
SERP 3 3 4,991,60: 0
McCaughar Qualified pensiol 5 % 97,85( 0
SERP 5 % 869,57( 0
(1)  As of December 31, 200
2) Benefit calculations have been made using theviatig assumptions:
. Discount Rate: 6.15% for December 31, 2006 and 63%he December 31, 2007 benefits;

. Mortality: UP94 projected to 2008 with Scale AA footh December 31, 2006 and December 31, 2007 iker

. Cost of living increase: 1.875% for both DecembkrZ)06 and December 31, 2007 bene

. No disability;

. Assumes retirement age of 62 for Mr. Griswell, Bersie, Mr. Aschenbrenner and Mr. Zimpleman, edakhmm is currently
eligible for early retirement under the plans, are could retire at such age and receive unredbeaedfits under the terms of
the plans. Assumes a retirement age of 65 for MiCCRughan, who is not eligible for early retirement;

. Assumes a spouse 3 years younger; and

. Cash balance interest crediting rate: 5% annualypecember 31, 2006 and 5.5% for December 31, ..
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Retirement Plan Information

Principal Life has a qualified defined bfinhestirement plan ("DB Plan") and a SERP. The BRn vests in five years. The SERP vests
later of one year of plan participation or five yeaf service. The SERP is coordinated with thdifies pension plan and is designed to restore
benefits that otherwise would accrue to Executingbe absence of Tax Code limitations on qualifiedision plans and to target a replacement
ratio of approximately 65% of average cash comp@rsancluding Social Security benefits and thalified and non-qualified pension plans.
On January 1, 2002, Principal Life amended the ¥ B include a cash balance pension formulaStERP was amended similarly in 2003.
The impact of these changes is:

. Employees hired before January 1, 2002, will reeéhe greater of the benefit based on (i) the tiadil benefit formula or
(ii) the cash balance formula; and

. Employees hired after January 1, 2002, will recélnecash balance formu
The SERP benefit formula for employeescirefore January 1, 2002 who are also Grandfati@heite Participantd) is the greater of:

. 65% of the employee's Average Compensdfibroffset by the benefits received from Social Sigand the DB Plan; and

. The traditional or cash balance pension plan befafiGrandfathered Choice Participants (whichéseyreater) without regai
to Tax Code limits, offset by the benefit that denprovided under the DB Plan.

Benefits for participants eligible for tH@mula have a cost of living adjustment applifiéraretirement.

Mr. Griswell, Mr. Gersie, Mr. Aschenbrenrgerd Mr. Zimpleman were hired before January 12280 are Grandfathered Choice
Participants. Mr. McCaughan was hired after JanaaB002, and is not a Grandfathered Choice Ppatnti He will receive the cash balance
benefit when he retires.

The pension plan and SERP formulas arstitiled below and reflect the above referencedgdsathat were effective January 1, 2006.

Plan Provision Traditional Benefit Formula for Grandfathered Choice Participants

Benefit Formula 39.2% of Average Compensation below the Integratievel ® plus 61.25% of Average
Compensation above the Integration level.

This benefit receives a Cost of Liviffg adjustment after retirement benefits commence.

Reduction if payments start earlier The Company subsidizes early retirement if the Htiee remains employed until Early Retirem
than Normal Retirement Age Age (age 57 with 10 years of service), which isebdiest date an employee may begin receiving
retirement benefits.

If the Executive retires after Early Retirement Angg before Normal Retirement Age (age 65),
those benefits received by the Executive priorg® @2 are reduced to reflect payments are
beginning at an earlier age. The early retiremenefits range from 75% at age 57 to 95% at
age 61.

If the Executive terminates employment before reagkarly Retirement Age, Principal Life does
not subsidize early retirement. The early retirenbemefits range from 58.6 at age 57 to 92.8% at
age 64

“) Grandfathered Choice Participants are employeeswelie age 47 or older with at least ten years fige on December 31, 2005, and
who elected to retain the prior benefit provisiomsler the qualified pension plan and the SERP aifarégo receipt of the additional
matching contributions offered under the 401(k) Bxdess Plans.

®) The highest five consecutive years' total pay éthe past ten years of Pay. "Pay" is the Namecdt&ixee Officer's base salary a
bonus under the Annual Incentive Plan.

®  The Social Security Covered Compensation Table.

Q) Seventy-Five percent of the Consumer Price Indexayerage is taken for October, November and Deeemniid applied to the
following year.
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Cash Balance Benefit Formula for No-Grandfathered Choice Participants

The Annual Pay Credits are calculated utiegable below.

Points Annual Pay Credit

Contribution on all Contribution on Pay above
(age + service yrs Pay(1) Integration Level(2)
<40 3.0(% 1.5(%
40-59 4.0(% 2.0(%
60-79 5.5(% 2.7%%
80 or more 7.0(% 3.5(%

Q) "Pay" is the Named Executive Officer's base sadauy bonus under the Annual Incentive Plan.

(2)  The Social Security Taxable Wage Be
Distributions

Participants receive an annuity under thditional benefit formula in the qualified pensiplan. The earliest this benefit may be received
is at age 57 with ten years of service. The qualifiash balance benefit formula in the pension gllaws for benefits in the form of an annuity
or as a lump sum (payable immediately upon terrdnaetirement or deferred to a later date).

SERP benefits may be paid as a lump suermination/retirement, or as an annuity at therlaf age 57 or termination/retirement. All
benefit payments for key employees, including tlzendd Executive Officers, will be made no earli@ntlsix months after termination, as
required by Section 409A of the Tax Code.

Non-Qualified Defined Contribution and Other Deferred Compensation Plans

Executive Principal Life Aggregate Aggregate Aggregate Balance a
Contributions in last Contributions in last Earnings in last Withdrawals/ last Fiscal Year End

Name Fiscal Year ($)(1) Fiscal Year ($)(2) Fiscal Year ($) Distributions ($) $)(3)
Griswell $ 196,50( $ 98,25( $ 131,97( 0 $ 2,644,08!
Gersie $ 63,22¢ $ 23,71.  $ 51,17¢ 0 $ 840,57:
Zimpleman $ 131,66: $ 45587 $ 150,39: 0 $ 1,528,18:
Aschenbrenne $ 75,997 $ 32,57 $ 141,60° 0 $ 1,835,71
McCaughar $ 186,51 $ 139,88 $ 469,55! 0 $ 2,435,77!

(1)  The amounts shown as "Executive Contributions" heitreer been included in the Salary column of them&ary Compensation Tak
on page 27 or represent annual incentive paymdaetradés earned in 2006 and credited to the Exeestiaccounts during 2007.

2) The amounts shown as "Principal Life Contributioass included in the "All Other Compensation Colurahthe Summary
Compensation table on page 27.

(3) The end of year 2007 "Aggregate Balances" inclheefollowing deferrals and matching contributionsnfi years prior to 2007:

Employee Deferral Employer Match
Name Prior To 1/1/2007 Prior To 1/1/2007 Total
Griswell $ 1,141,47 $ 447,38. $ 1,588,8
Gersie $ 335,29t $ 129,00: $ 464,3(
Zimpleman $ 718,620 $ 135,74t $ 854,3
Aschenbrenne $ 949,48t $ 163,48t $ 1,112,9
McCaughar $ 641,28¢ $ 313,77¢ $ 955,01
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Qualified 401(k) Plan and Excess Pla

The qualified 401(k) plan allows for defdrof one to 15% of base salary and one to 1008wairds under the Annual Incentive Plan L
the limits imposed by the Tax Code. Principal Lpfevides matching cash contributions of (i) 50%leferrals, with a maximum deferral of six
percent for Grandfathered Choice Participants and5% of deferrals, with a maximum of eight pantéor all other participants.

The Plan offers 20 investment options (idalg the Company's Common Stock) and investmeuatrrés based on the participant's
investment direction. Distributions from the plae allowed at various times including at terminatad employment, death and disability. The
vesting in the qualified plan before January 1,82130a five-year graded schedule and is a threeglgaschedule after this date.

The Excess Plan allows for deferral of tm&5% of base salary and deferral of one to 1008twards under the Annual Incentive Plan.
Principal Life provides matching cash contributigantical to those in the 401(k) Plan, but withcegard to the limitations on such
contributions imposed under the Tax Code. Nineteeastment options (set out below) are availableliich plan participants can direct their
investments, and the participants' investment meitibased on their investment selections. Defeaatl matching contributions in the Excess
Plan are immediately vested. Distributions fromExeess Plan are allowed at various times, inclyiténmination of employment, death,
specified date, disability, change of control am¢hie event of an unforeseeable emergency.

The following funds are the investment ops available to all participants in the ExcessiPla

1 Year Rate Of Return

Investment Option (12/31/2007)
Principal Investors LargeCap Value Preferred F 0.01%
Principal Investors Partners LargeCap Value PrefeRunc -3.9%
Principal Investors Partners LargeCap Blend | PreeFunc 2.01%
Principal Investors LargeCap S&P 500 Index PreteFend 5.11%
Principal Investors LargeCap Growth Preferred F 22.7%
Principal Investors Partners LargeCap Growth | &trefl Func 8.0¢%
Principal Investors MidCap Blend Preferred Fi 9.1€6%
Principal Investors Partners MidCap Growth Preféffand 24.31%
Principal Investors Partners SmallCap Value PreteRunc -7.64%
Principal Investors SmallCap S & P 600 Index PreféiFunc -0.5%
Principal Investors Partners SmallCap Growth Iiféred Func 5.571%
Principal Investors International Emerging Markieteferred Funi 41.47%
Principal Investors Diversified International Preésl Func 15.3%
Principal Investors Real Estate Securities Prefieffitend -17.7%
Principal Investors LifeTime Serit

Principal Investors LifeTime Strategic Income Prefd Func 1.55%
Principal Investors LifeTime 2010 Preferred Fu 3.35%
Principal Investors LifeTime 2020 Preferred Ft 4.92%
Principal Investors LifeTime 2030 Preferred Ft 5.97%
Principal Investors LifeTime 2040 Preferred Fu 6.71%
Principal Investors LifeTime 2050 Preferred Ft 6.8(%
Principal Investors Money Market Preferred Fi 4.7¢%
Principal Investors Government & High Quality BoRceferred Fun 4.4%
Principal Investors Bond & Mortgage Securities Briefd Func 2.86%
Principal Financial Group Employer Stock Ft 18.8%%

Payments Upon Termination
Employment Agreements

The Company has an employment agreemeed dgdril 1, 2004, with J. Barry Griswell for hisrgie as the Company's Chairman and
CEO. The employment agreement had an initial témough March 31, 2007, but starting on April 1, 20the term of the agreement
automatically extends each day by one day to cieataw two-year term unless either Mr. Grisweltter Company notifies the other of the
intention not to extend the agreement. The agreemas amended on March 20, 2008 to recognize Msweitl's departure from the role of
CEO on May 1, 2008, and his announced retiremeetafaDecember 31, 2008. Mr. Griswell's base sakafi,000,000, subject to periodic
adjustment pursuant to Company policy.

34




The Company has an employment agreemead daine 1, 2006, with Larry D. Zimpleman for his/8e as the Company's President and
COO. The employment agreement has an initial thnough May 31, 2009, but starting on June 1, 2€@8term of the agreement
automatically extends each day by one day to ceeatw two-year term unless either Mr. ZimplematherCompany notifies the other of the
intention not to extend the agreement. Mr. Zimplelsdase salary is $600,000, but it will be pedatly adjusted pursuant to Company policy.

Under their employment agreements, Mr.\@lsand Mr. Zimpleman are entitled to certain Haeéf their employment involuntarily
terminates under certain circumstances other tpan a Change of Control. The following table ilhasés the amounts that would have been
payable had each been involuntarily terminated eodinber 31, 2007.

Lump Sum Benefits Following Value of Retirement
Name Payment Termination Enhancement Outplacement Total
Griswell(a) $ 7,500,000 $ 28,00: 0 $ 10,00 $ 7,538,00:
Zimpleman(b) $ 2,110,050 $ 47541¢ $ 1,341,200 $ 10,00 $ 3,936,67

(a) The lump sum amount is three times Mr. GrisweliBual base salary and target annual bonus. He weaddve life, medical insuran
and dental benefits for 24 months following terntima (cost to the Company is illustrated, minus ¢batribution that Mr. Griswell
would pay).

(b) The lump sum amount is one and -half times Mr. Zimpleman's annual base salary anget annual bonus as well as life insurg
following termination (cost to the Company is iliieged). He would also receive benefits equivalerithose payable under the Principal
Welfare Benefit Plan for Employees calculated dwihad reached age 57 (illustrated as a lump-suue yusing mortality and interest
as defined under the SERP), and additional retirtinenefits payable under the SERP as though hedaatied age 57 (illustrated as a
lump-sum value, using mortality and interest asnaef for lump-sum payments under the SERP).

Severance Plans

All Named Executives Officers (except Mrigsvell and Mr. Zimpleman who have employment cacats that provide for severance
benefits that were described above) are eliginleséverance under The Principal Senior Executivei@®ace Pay Plan if they are terminated as
a result of lay-offs, position elimination and sianireasons. Executives are disqualified from ngngiseverance benefits if they take another
job with Principal Life, fail to sign a release d&ims against Principal Life, and or other specifieasons

The benefit payable under the severanaeiplthe greater of one week of base salary fdan gaar the Executive worked for Principal
Life; and two weeks of base salary for each $104fG8ie Executive's annual base salary (roundébdemearest $10,000). The plan has a
minimum benefit of six weeks of base salary andaaimum benefit of 52 weeks of base pay. The seeeratan also provides for three mor
of reimbursement of premium for continuation of ricatl dental and vision insurance under COBRA. Bidamed Executive Officers who do
not have employment agreements providing for arsexee benefit would receive the following benefitgler the severance plan if they
otherwise qualify. This table assumes that severdeoefits are payable on December 31, 2007.

Name Severance Outplacement Service COBRA Reimbursement Total

Gersie $ 488,80( $ 9,50C $ 1,066 $ 499,36
Aschenbrenne $ 575,000 $ 9,50 $ 3,200 $ 587,70°
McCaughar $ 545,000 $ 9,50C $ 2,06¢ $ 556,56

In circumstances in which The Principal iBeixecutive Severance Pay Plan does not apgyttiman Resources Committee would
determine any severance benefits paid to the Nafmedutive Officers, in its discretion.

Change of Control Employment Agreements

The Company has entered into Change ofrGloBmployment Agreements with each of the Nameedative Officers. These Change of
Control Employment Agreements have a term of twarg@and will automatically renew for successive-pear periods unless the Company
provides a notice electing not to extend
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the term. If during the term of these agreemerifg@change of control event” or a "change of aghtccurs, the term of the agreements will
extend until the second anniversary of a Chandgeowitrol.

The severance and other benefits provideltuthese agreements will be available to covEsetutives upon a change of control, if their
employment is terminated following or in connectigith a pre-change of control event, or if anydhparty ends or adversely changes the
terms and conditions of the Executive's employm8unth termination or change in employment is deetmédhve occurred immediately
following the date on which a Change of Controlwsg rather than at the time the termination ongean employment actually occurs. Under
these Change of Control Employment Agreementsre¢pange of control event" meaff:

®) Due to Tax Code Section 409A, the definition ofdge of control" in the SERP and Excess Plansrdiffiightly from the definition i
the Change of Control Employment Agreements.

. an offer that would result in a third party ownii@% or more of the Company's voting securities;
. a proxy solicitation or contest for the electionooe or more members of the Company's Boar
. an agreement that would result in Change of Cor

Under these Change of Control Employmermeagients, a Change of Control means:

. any person becoming an owner of 40% or more o@pany's Common Stock;
. the directors on the Board on the date of the agee¢s are no longer a majority of the Boz
. a merger, reorganization, consolidation or similansaction in which the shareholders of the Comgnnot continue to ow

more than 60% of the voting securities of the sung corporation or its ultimate parent corporation

. approval by the shareholders of the Company ofeacfdts assets or a plan of liquidatic
These Change of Control Employment Agreemalso:

. provide that the Executives receive specified gakamnual incentive compensation and benefits foeréod of two year
following a Change of Control if the Executive'sgayment continues after the change of control,

. provide that if the successor to the Company agessue equity to replace the equity awards tkechtives received from tt
Company, the Executive's outstanding equity awaiti€ontinue or will become equity related to tbemmon stock of the
successor company ("Successor"). Any outstandinfgimeance-based equity awards will be converted fime-vesting
restricted stock or RSUs for Company stock (orstioek of the Successor). If a conversion into thec8ssor's equity is
necessary or appropriate, and the Successor dbagme to such substitution, then any such awthedsare not converted will
become fully vested, exercisable and/or distriblgtalpon the change of control. In addition, the i@feaof Control Employment
Agreements and equity award agreements specifytthdiuman Resources Committee (as made up imregdgator to the
change of control) determines whether awards wilséttled in cash;

. provide for severance and other benefits if thechkee's employment is terminated without "causebythe Executives
voluntarily for "good reason." A termination withocause or by the Executive for good reason igmedeto as "qualifying
termination;" and

. provide that the Executives will vest in all betefireviously accrued under the SERP and Excess Riad these benefits will
be paid in accordance with these plans.

The benefits the Executive receives up@tange of Control, without termination of employmenclude the current vested account
balance in the Excess Plan and the current vesteefibin the SERP, according to change of comtisttribution elections on file for these
plans.

For purposes of the Change of Control Egmplent Agreements, "Good Reason" means negativegekan the terms and conditions of
the Executive's employment, consisting of:

. failure to pay base salary or any required incréasalary;
. failure to pay the annual bonus or a reductiominual bonus opportunity;

. material adverse change in position, authorityudied;
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. material reduction in the aggregate compensatidrbanefits:

. relocation to any office or location other than wehthe Executive worked before the Change of Car

. any material breach of the Change of Control Emplegt Agreement;

. any termination the Company claims is for procebgquirements pursuant to the Change of Contrgblegyment Agreements;
or

the failure of the Company's successor to be béyrttie Change of Control Employment Agreements.

"Cause" means any one or more of the folgw

. commission of certain crimes;
. the Executive's misconduct or habitual neglectutfas; or
. the Executive's willful or intentional breach o&thange of Control Agreements.

The benefits to be paid or provided untier@hange of Control Employment Agreements if taation occurs for Good Reason or
without Cause consisting of:

. For the CEO, President and COO and Executive Viesiéents, a lurr-sum severance benefit equal to three times theos!
the annual base salary and target annual bonus;

. immediate vesting of all stock options, stock apjaton rights, shares of restricted stock, perfamoe shares, RSUs and
deferred stock units;

. a pro-rated annual bonus for the year of termimationus the amount paid for the bonus at the titbeoChange of Control;

. an increase in retirement benefits as though thleelive (i) was fully vested in, (ii) had three &uichal years of service and w
three years older and (iii) received the lump-sewesance benefits described above (excluding thig-term incentive plan
bonuses) as covered compensation during such adsagidéional years of service;

. an additional payment to offset any excise taxgmiged under Section 4999 of the Tax Code, if thypeagte amount of
"parachute payments” (as defined in Section 280tBefTax Code) to the executive exceeds 110% db#ie Harbor amount (
described in footnote 6 on the following page, $fade Harbor amount is the amount not subject t@xoése tax) subject to
certain limits contained in the agreements; and

. the reimbursement for legal fees and other reletgenses to enforce the agreeme

In addition, until the third anniversarytbg date of the Executive's termination, the Exeewand his or her eligible family members will
receive medical, prescription drugs, dental, visgnoup term life insurance, and accidental deathdismemberment coverage comparable to
those received by Executives whose employment moesi.

Pursuant to these Change of Control Empéntrdgreements, Mr. Griswell has agreed that fogdtyears, Mr. Zimpleman for 18 months,
and the other Named Executive Officers for one ykdiowing a termination of employment that resuh the Executive receiving the
severance benefits described above, the Executiveatwork for a competing business, solicit emy#es or customers, or interfere with the
relationships of the Company, its affiliates antisidiaries with their employees or customers.

37




Potential Payments Upon Termination Related to a Céinge of Control

The following table describes the potenp@yments upon involuntary termination without Gaas voluntary termination for Good

Reason following a Change of Control:

The calculations assume:

. Termination occurred on December 31, 2007,

. Per share price of the Company's Common Stock %884, which was the closing price as of Decemlie2807, the last
trading day of the year.

Griswell Gersie Zimpleman Aschenbrenner McCaughan

Cash Severance( $ 7,500,000 $ 2,566,200 $ 4,220,100 $ 3,450,000 $ 5,722,50!
Spread on Previously Unvested Options  $ 8,346,49. $ 1,525,761 $ 2,633,94 % 2,249,851 $ 2,050,98
Value of Previously Unvested Restricte(

Stock and Performance Shares $ 14919,72 $ 2,870,11. $ 5,179,72. $ 4,059,98" $ 3,849,69
Benefits Continuation(4 $ 112,84: $ 57,46¢ $ 71,45 $ 87,28¢ $ 95,36¢
Accelerated Pension Benefit( $ 5,653,621 $ 1,236,36- $  4,039,17. $ 2,305,26° $ 651,51:
Golden Parachute Excise Tax G-Up(6) $ 11,489,21 $ 2,684,26. $ 6,427,01 4,227,54. $ 4,359,39!
Total Termination Benefits (before taxe $ 48,021,89 $ 10,940,166 $ 2557141 $ 16,379,93 $ 16,729,45

(1)

)

®3)

(4)

(5)

(6)

Cash severance equals three times the sum of eacluttve's base salary and target annual bonusldition, the Executives would |
entitled to a pro-rata bonus for the year of teation. However, because we assume the terminasitenisl December 31, 2007, any
bonus for 2007 would already be earned, and therefo pro-rata bonus would be included in the Goarachute Excise Tax Gross-
Up calculation.

Equals the difference between the year-end stack pf $68.84 and the exercise price of unvestemep as of December 31, 2007,
where vesting would be accelerated.

Equals the full value of unvested restricted sharesunearned performance shares as of Decemb20@1, where vesting would |
accelerated, at a stock price of $68.84. Performahares granted in 2006 are valued at 200% dathet number of shares, and
performance shares granted in 2007 are valued 48i0% of the target number of shares.

Includes the estimated cost of continued mediaaital, vision, and life insurance for three yedtsrahe Executive's termination a
outplacement services.

Represents the lump-sum present value of the aatetevesting of unvested retirement benefitsuiicly three additional years of
service and age and including the cash severameitseas covered compensation during such additipears of service.

Under the Change of Control Employment Agreemeh#s) Executive incurs an excise tax under Secti@®9 of the Tax Code as
result of an "excess parachute payment" arising severance payments, the accelerated vestinguafepmpensation awards, and
other benefits, the Executive's total payments eiilier be reduced or the Executive will be erditie an additional payment (an "exc
tax gross-up”) to offset any excise tax, so thergfayment of the excise tax and all income arvisextaxes applicable to the gross-up
payment, the Executive would receive the same atrmfiseverance had the excise tax not applietheltotal parachute payment
exceeds the Tax Code Section 280G safe harbor by than 10%, the Executive will receive the extésegross-up. If the total
parachute payment exceeds the safe harbor byhias< 0%, the total parachute payment will be reducdhe safe harbor, so as not to
incur any excise taxes.

To calculate the excise tax gross-up lighithe following assumptions were used:

. The Tax Code Section 280G safe harbor is 2.99 teaeh Executive's "base amount." Each Executiass hmount we
calculated by taking the average W-2 income (bofkdih the past five years.

. Excise tax rate of 20% and combined state and &g@ersonal income tax rates of 42.585% for Mrs@eill, 43.125% fo
Mr. McCaughan, and 42.45% for Mr. Gersie, Mr. Asahvenner and Mr. Zimpleman.

. The stock award parachute calculations for purpos@six Code Section 280G were based on the safehBlack-Scholes
valuation methodology in Rev. Proc. 2003-68, usirgmost recent GAAP FAS 123R option valuation agsions: volatility
23.6%, risk-free interest rate 4.6%, dividend yi&ld8%, expected term 90 days (options expire 98 (far the remaining term,
if less) from the date of termination for any witliacause termination).
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PROPOSAL TWO — RATIFICATION OF
APPOINTMENT OF INDEPENDENT AUDITORS

Subject to shareholder ratification, thedA@ommittee has appointed the firm of Ernst & YiglLLP to audit the consolidated financial
statements of the Company for the fiscal year epBiacember 31, 2008. The Company or Principal hife used Ernst & Young LLP as its
independent auditor for several years. Ratificatibthe appointment of auditors requires the aféitive vote of a majority of the shares
represented at the meeting and voting on the mitttdwe shareholders do not ratify this appointinéme Audit Committee will consider the
matter of the appointment of independent auditors.

The Board of Directors recommends that shareholdersote "for" such ratification.

Representatives of Ernst & Young LLP w#l present at the Annual Meeting, will be given ppartunity to make a statement if they so
desire and will be available to respond to appaiprguestions relating to the audit of the Coma2@07 consolidated financial statements.

Audit Fees

The Company estimates that the aggregatelfdled by its independent registered public antiog firm in 2007 and 2006 for
professional services rendered in connection vetfulatory audits in accordance with US GAAP, statytor foreign accounting principles;
consultation on matters addressed during thes¢sawelview of documents filed with regulators irdihg the SEC; other engagements required
by statute; or engagements that generally onlYCihapany's independent registered public accouffitimgcan reasonably provide, such as
comfort letters or consents, were approximatelp&6,000 and $6,826,000, respectively.

The Company estimates that the aggregatelfdled by its independent registered public antiog firm in 2007 and 2006 for
professional services rendered in connection witliterelated services such as financial statemedit@of employee benefit plans, financial
statement audits not required by statute or reigmaaccounting consultations in connection witbgwsed transactions or emerging accounting
standards, and other attest and related advisoricee not required by statute or regulation, wagrproximately $1,365,000 and $1,325,000,
respectively.

Tax Fees

The Company estimates that the fees hiilleils independent registered public accounting fior professional services rendered in
connection with tax services consisting of tax ediasions and compliance totaled approximately 830,all related to tax compliance
activities in 2007, and $100,000 (approximately ,$80 of which was for tax compliance and $18,00@/ich was for tax consultation) in
2006. Tax compliance generally involves preparati@sistance or attestation related to tax filinggarious domestic and non domestic
jurisdictions. Tax consultation generally invohessistance in connection with tax audits, filingegls, and developing t-efficient structures
for subsidiary operations.

All Other Fees

The Company paid no fees to its independagistered public accounting firm in 2007 and 26@6any other services not described in the
three categories listed immediately above.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Except as otherwise indicated below, thiefang table shows, as of March 3, 2008, benefioignership of shares of Common Stock by
(i) the only shareholders known to the Companyewdificially own more than 5% of the outstandingrekaf Common Stock, (ii) each
Director, (iii) each Named Executive Officer and) @Il current Directors and executive officersaagroup. Except as otherwise indicated
below, each of the individuals named in the talsle $ole voting and investment power, or shares gowlers with his or her spouse, with
respect to the shares set forth opposite his ondere.

Number of Shares Percent of Common
Name Beneficially Owned(1) Stock Outstanding
FMR LLC(2) 14,856,17 5.6&%
82 Devonshire Street
Boston, Massachusetts 021
Nippon Life Insurance Company/( 18,137,00 7.C%
3-5-12 Imabashi
Chuo-ku
Osaka, 54-8501, Japa
Northern Trust Corporation( 14,297,57 5.4€%
50 South LaSalle Street
Chicago, lllinois 6060:
Betsy J. Bernar 12,97: *
Jocelyn Carte-Miller 13,10¢ *
Gary E. Costle 15,62¢ *
Michael T. Dar 1,48¢ *
David J. Drury(5 84,29: *
C. Daniel Gelatt(6 136,94( *
Sandra L. Heltol 15,24¢ *
William T. Kerr 25,057 *
Richard L. Keyse 15,567 *
Arjun K. Mathrani 11,04% *
Elizabeth E. Tallet 16,46: *
Therese M. Vaugha 2,251 *
John E. Aschenbrenn 311,51¢ *
Michael H. Gersie(5 208,83 *
J. Barry Griswell(5 996,74 *
James P. McCaughi 409,52! *
Larry D. Zimplemar 404,25! *
All Directors and executive officers as a group f2ssons 3,485,96. 1.35%
* The number of shares represents less than onenpefddie number of shares of Common Stock outstand

1) Includes beneficial ownership of shares which gzeison named in this table has the right to acarirer before May 2, 2008 pursu:
to previously awarded stock options, RSUs, andoperénce units that, although scheduled to be pasthares in more than 60 days,
would be paid immediately upon termination of segyias follows: Ms. Bernard, 11,322; Ms. Caltller, 12,939; Dr. Costley, 11,32
Mr. Dan, 1,485; Mr. Drury, 33,246; Dr. Gelatt, 132 Ms. Helton, 11,322; Mr. Kerr, 12,939; Mr. Keys&4,830; Mr. Mathrani, 10,02
Ms. Tallett, 14,830; Dr. Vaughan, 2,251; Mr. Aschemner, 296,189; Mr. Gersie, 180,788; Mr. Grisyn@1l3,181;
Mr. McCaughan, 385,731; Mr. Zimpleman, 390,555; alidther executive officers as a group, 727,986.

(2) The information regarding beneficial ownership IR LLC is based solely on a Schedule 13G filedthyith the SEC o1
February 14, 2008, which provided information aPetember 31, 2007. According to the Schedule BR, its wholly-owned
subsidiary Fidelity Management and Research Compemghairman and affiliated investment adviséFRVR") have sole voting
power with respect to 1,848,158 shares; sharedg@bdwer with respect to 0 shares; sole investmpewer with respect to
14,856,175 shares; and shared investment power@stiect to 0 shares.
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(3) The information regarding beneficial ownership bippon Life Insurance Company is based solely oclse8ule 13G filed by it witl
the SEC on February 28, 2008, which provided inftiam as of February 21, 2008. According to thee8icte 13G, Nippon Life has
sole voting power with respect to 18,137,000 shatesred voting power with respect to 0 share gnlestment power with respect to
18,137,000 shares; and shared investment power@sfiect to 0 shares.

4) The information regarding beneficial ownership byrtern Trust Corporation is based solely on anrateé Schedule 13G filed by
with the SEC on February 13, 2008, which providddrimation as of December 31, 2007. According ®3lchedule 13G, Northern
Trust has sole voting power with respect to 12,682 shares; shared voting power with respect 101125 shares; sole investment
power with respect to 13,547,112 shares; and shiavedtment power with respect to 545,796 sharesthérn Trust Investments, Inc.,
a subsidiary of Northern Trust Corporation, semggportfolio manager of Principal Life separatecaictt established in connection with
the Demutualization. As of December 31, 2007, teenDtualization separate account held 10,526,082slw Common Stock.

(5) Includes the following shares held in the Demutzgion separate account for the benefit of eackopeindicated, as to which none of
such persons has voting power: Mr. Drury, 721; Gersie, 460; and Mr. Griswell, 388.

(6) Includes 121,506 shares held by The Gelatt Corjporaf which Dr. Gelatt is a controlling sharehalddirector and executive office

In addition to beneficial ownership of CommStock, the Company's Directors and executiviear also hold different forms of "stock
units” that are not reported in the security owhigrsable but represent additional financial ing¢sehat are subject to the same market risk as
Common Stock. These units include shares that reacquired after May 3, 2008 pursuant to previoasgarded stock options, RSUSs,
performance share units and non-transferable atioguentry units such as phantom stock units isguaduant to Company stock-based
compensation and benefit plans. The value of sail is the same as the value of the correspondingber of shares of Common Stock.

See "Directors’ Compensation” for a dismrssf the options and RSUs granted to non-empl®jeectors under the Principal Financial
Group, Inc. 2005 Directors Stock Plan and the pirargtock units credited to Directors who partiogiat the Deferred Compensation Plan for
Non-Employee Directors of Principal Financial Groupc.|See "Compensation Disclosure and Analysisafdiscussion of the performance
units credited to officers who defer receipt of adgaunder a long-term performance plan, the optiosRSUs granted under the 2005 Stock
Incentive Plan, and phantom stock units crediteafficers that defer salary into an employer sthokd available under the Excess Plan.

As of March 3, 2008, the Directors and exiee officers named in the security ownershipedibld a pecuniary interest in the following
number of units: Ms. Bernard, 1,390; Ms. Cartertil 1,390; Dr. Costley, 7,374; Mr. Dan, 1,390; Ndrury, 571; Dr. Gelatt, 1,390;
Ms. Helton, 1,390; Mr. Kerr, 3,915; Mr. Keyser, 908 Mr. Mathrani, 10,793; Ms. Tallett, 3,493; Dradghan, 1,411;
Mr. Aschenbrenner, 112,166; Mr. Gersie, 85,887; Ghiswell, 481,499; Mr. McCaughan, 130,208; and Kimpleman, 239,058.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities ExchangeoAd 934 requires the Company's officers and Dinex; and persons who own more than ten
percent of a registered class of the Company'dyegecurities, to file with the SEC and the New K &tock Exchange reports of ownership of
Company securities and changes in reported owmperGifficers, Directors and greater than ten-perseateholders are required by SEC rules
to furnish the Company with copies of all Secti@{a) reports they file.

Based solely on a review of the reportsigited to the Company, or written representatioos freporting persons that all reportable
transaction were reported, the Company believdagiiiréng the fiscal year ended December 31, 208 Ctompany's officers, Directors and
greater than ten-percent owners timely filed gllomts they were required to file under Section L6(a
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APPENDIX A

Companies in the Towers Perrin Diversifiesurance Study of Executive Compensation

Aegon USA CIGNA MetLife Prudential Financie
Aetna Genworth Financie Mutual of Omah: Securian Financiz
AFLAC Guardian Life Nationwide Sun Life Financia
AlIG Hartford Financial Service New York Life Thrivent Financia
Allianz ING Northwestern Mutuz TIAA -CREF
Allstate John Hancocl Pacific Life Unum Groug
American United Life Lincoln Financial Phoenix Companie USAA

AXA Equitable Massachusetts Mutu Principal Financia

Companies in the Towers Perrin Financial/i8es Industry Executive Compensation Database

Advanta
Aegon USA
Aetna

AFLAC

AlIG

Alliance Data System
Allianz

Allstate

American Expres
American Family Insuranc
American United Life
Ameriprise Financia
Ameritrade

Associated Bar-Corp
Auto Club Groug

AXA Equitable

Bank of Americe

Bank of N.T. Butterfield

& Son Limited

Bank of the Wes

BB&T

Blue Cross Blue Shield of Floric
Bunge

California Automobile Associatio
Capital One Financit

CB Richard Ellis
CheckFree Holding
Chicago Mercantile Exchang
CIGNA

Citigroup

CitiStreet

CAN

Cobank

Comerica

Commerce Bancor
Commerce Grou
Compass Bancshar
Countrywide Financie
Cullen/Frost Banker
CUNA Mutual

Discover Financial Service
E*Trade

Eastern Banl

Equifax

Erie Insuranct

Experian America

Fannie Mae

Farmers Grou

Federal Home Loan Bank
of Pittsburgt

Federal Reserve Bank of Dall

Federal Reserve Bank of New Yc

Federal Reserve Bank of San
Franciscc

Federal Reserve Bank St. Lol
Fidelity Investment:

Fifth Third Bancorg

FINRA

Fireman's Fund Insuran

First Data

First Horizon Nationa
Franklin Resource

Freddie Mac

Genworth Financie

GMAC ResCag

Guardian Life

H&R Block

Hanover Insurance Grol
Harris Bank

Hartford Financial Service

Health Care Service

Horizon Blue Cross Blue Shield
New Jerse

HSBC North Americe

Humana

Huntington Bancshare

Independence Blue Cro

IndyMac

ING

Irwin Financial

John Hancocl

KeyCorp

Liberty Mutual

Lincoln Financial

Loews

M&T Bank

Marsh

Marshall & llsley

Massachusetts Mutu

MasterCarc

Mellon Financial

Mercury Insuranci

Merrill Lynch Private Clien

Metavante

MetLife

MoneyGram Internation:

Moody's

Munich Re Americs

Mutual of Omaha

NCCI Holdings
New York Life
Northwestern Mutue

Ohio Casualty
Ohio National Financial Servict
OneBeacon Insurant
Orange County Teacher's Fed¢
Credit Unior
Pacific Life
People's Ban
Phoenix Companie
PlainsCapita
Plymouth Rock Assuranc
PNC Financial Service
Principal Financia
Progressive
Prudential Financie
RBC Centura

RBC Dain Rausche
Regions Financie
Reinsurance Group of Ameri
SAFECO
Securian Financial Grot
Security Benefit Grou
SLM
Sovereign Bancor
State Farm Insuranc
State Stree
Sterling Bancshare
Sun Life Financia
SunTrust Bank
SVB Financial
TD Banknorth
Thrivent Financial for Lutherar
TIAA -CREF
Trans Unior
Travelers
U.S. Bancory
Union Bank of Californie
UnitedHealth
Unum Groug
USAA
Vanguarc
Visa USA
Wachovia
Washington Mutua
Webster Banl

Wellpoint



Federal Home Loan Bank National City Wells Fargo
of San Francisc
Federal Reserve Bank of Clevele Nationwide Zurich North Americe

42




Companies in the McLagan Partners Investiitamagement Survey

40/86 Advisors, Inc

Advantus Capita
Management, Inc
AEGON USA Realty
Advisors, Inc.

Aetna, Inc.

AlG Global Investment Grou
Allianz of America, Inc.
Allianz Life Insurance

of North America
Allstate Investments, LL(
Assurant, Inc

AVIVA USA

(formerly AmerUs
Capital Managemen
AXA Equitable

Chubb Corporation, The

CIGNA Investmen
Managemen

Country Insurance & Financi
Services

CUNA Mutual Groug

FBL Financial Groug

Fort Washington Investment
Advisors, Inc.

Genworth Financie

Guardian Life Insurance Compa

Hartford Investment Management Comp

ING Investment Manageme
Liberty Mutual Groug
MBIA Asset Managemer

MEAG New York Corporation (Munich

RE)

MetLife Investment:

MFC Global Investment Manageme
Modern Woodmen of Americ
Mutual of Omaha

Nationwide Insuranc
New York Life Investmen
Management LLC

Northwestern Mutual Life Insurance C

OneAmerica Financial Partne

Opus Investment Management (Hanc

Insurance
Pacific Life Insurance Company
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PartnerRe Asset Managem
Company
PPM America, Inc

Principal Global Investors

Progressive Corporatic
Prudential Financie
Security Benefit Corporatio
Selective Insurance

Sentinel Asset Management, |i
Sentry Insuranc

Standard Life Investmen
(USA) Limited

State Farm Insurance Compar
Sun Life Financial

Swiss Re
Thrivent Financial for Lutherar
TIAA-CREF

The Travelers Companies, Ir
USAA Investmbfainagement Co.




2008 Annual Meeting Proxy Card

Electronic Voting Instructions
You can vote by Internet or telephone!
Available 24 hours a day, 7 days a week!
Instead of mailing your proxy, you may choose ofh#e two voting
methods outlined below to vote your proxy.
VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE
BAR.
Proxies submitted by the Internet or telephone musbe received by
1:00 a.m., Central Daylight Time, on May 20, 2008.
Vote by Internet
 Log on to the Internet and go to
www.investorvote.com
* Follow the steps outlined on the secured website.
Vote by telephone
« Call toll free 1-800-652-VOTE (8683) within the Wed
States, Canada & Puerto Rico any time on a toun to
telephone. There MO CHARGE to you for the call.
* Follow the instructions provided by the recordedssage.

Using ablack ink pen, mark your votes with ¢&X as shown it
this example. Please do not write outside the deségl area:

Annual Meeting Proxy Card

IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

A Election of Directors B Proposal
1. The Board of Directors recommends a vote FORisted nominees The Board of Directors recommends a vote FOR tHevitng proposal
For Against Abstain For Against Abstain
01- Betsy J. Bernar O O O 2. Ratification of Independent Audito m} m} m}
For Against Abstain
02 - Jocelyn Carte-Miller O O O
For Against Abstain
03- Gary E. Costle! (| (| (|
For Against Abstain
04 - William T. Kerr O O O

C Change of Address

Change of Address— Please print your new address below.

D Authorized Signatures — This section must be congted for your vote to be counted. — Date and SigBelow
Please sign exactly as name(s) appears hereohodwiers should each sign. When signing as attomwecutor, administrator, corporate officer, teestguardian, or custodian, please give full title.

Date (mm/dd/yyyy— Please print date beloy Signature 1 Please keep signature within the t Signature Z- Please keep signature within the |




2008 Annual Meeting

2008 Annual Meeting of Principal Financial Groupc.| Shareholders

Tuesday, May 20, 2008, 9:00 a.m. Local Time
Principal Auditorium
711 High Street, Des Moines, lowa

10TH STREET
$TH STREET

TTH STREET
BTH STREET

Upon arrival, please present this admission tielet photo identification at
the registration desk.

You do not need to attend the Annual Meeting t@vot

A

IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

Proxy — Principal Financial Group, Inc.

This proxy is solicited on behalf of the Board of Dectors of Principal Financial Group, Inc. for the annual meeting of shareholders to
be held at 9:00 a.m. local time, May 20, 2008, ihe¢ auditorium at the corporate headquarters.

The shareholder signator(s) on this form hereby#e Michael H. Gersie, Joyce N. Hoffman and Kaeeishaff, and each of them, proxies
with full power of substitution, to vote all sharesPrincipal Financial Group, Inc. common stockdhia the name of the shareholder(s) at the
2008 annual meeting of shareholders and at anyiadjeent thereof, upon all subjects that may pregpesime before the meeting, including
matters described in the Proxy Statement, sulgeahy directions indicated on the reverse sideolflirections are given, the proxies will vote
for the election of all listed nominees and in ademce with the Board of Directors recommendatmmshe matters listed on the reverse side,
and at their discretion, on any other matter thay properly come before the meetifidns proxy will be voted as directed, or if no diretion

is indicated, will be voted in accordance with th&oard of Directors recommendations.

SEE REVERSE SIDE FOR IMPORTANT INFORMATION ABOUT VO TING BY INTERNET OR TELEPHONE.

You can vote by Internet or telephone

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose ofh#e two voting
methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE



Using ablack ink pen, mark your votes with & as shown in
this example. Please do not write outside the desigl areas

BAR.

Proxies submitted by the Internet or telephone musbe received by

1:00 a.m., Central Daylight Time, on May 16, 2008.

Vote by Internet

 Log on to the Internet and govwavw.investorvote.com

* Follow the steps outlined on the secured website.

Vote by telephone

« Call toll free 1-800-652-VOTE (8683) within the Wed States,
Canada & Puerto Rico any time on a touch tone lelep. There iNO
CHARGE to you for the call.

* Follow the instructions provided by the recordedssage.

Annual Meeting Voting Instruction Card

IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

A Election of Directors

1. The Board of Directors recommends a vote FORisted nominees

For
01- Betsy J. Bernar O
For
02 - Jocelyn Carte-Miller O
For
03 - Gary E. Costle O
For
04 - William T. Kerr O

C Change of Address

Change of Address— Please print your new address below.

Against
O

Against
O

Against
O

Against
O

Abstain
O

Abstain
O

Abstain
O

Abstain
O

B Proposal
The Board of Directors recommends a vote FOR tHevitng proposal

For Against Abstain
2. Ratification of Independent Audito [m} [m} [m}

D Authorized Signatures — This section must be congted for your vote to be counted. — Date and SigBelow

Please sign exactly as name(s) appears hereohodaiers should each sign. When signing as attomeeycutor, administrator, corporate officer, teestguardian, or custodian, please give full title.

Date (mm/dd/yyyy— Please print date belo

Signature - Please keep signature within the t Signature - Please keep signature within the t




IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

Voting Instruction Card — Principal Financial Group, Inc.

By signing this voting instruction card, you heredthorize Bankers Trust Company, NA of Des Moinesa, the Trustee for The Principal
Select Savings Plan for Employees and The Prin@p#dct Savings Plan for Individual Field (“401(k)as holder of plan assets invested in
Principal Financial Group, Inc. common stock toeviot person or by proxy, all shares credited torymecount as of March 25, 2008, the record
date, at the 2008 annual meeting of shareholddre teeld on May 20, 2008 or at any adjournmentostgonement thereof.

Indicate how the underlying Principal Financial GpoInc. shares allocated to your plan accountabe voted by the trustee by marking the
boxes on the reverse sideyou sign the voting instruction card but give nodirections, the trustee will vote your shares fothe election of
all listed nominees and in accordance with the Bodrof Directors recommendations on the matters listkon the reverse side. If you do
not complete the voting instruction card, the trusee will vote your shares as the trustee determinés its discretion.

SEE REVERSE SIDE FOR IMPORTANT INFORMATION ABOUT VO TING BY INTERNET OR TELEPHONE.

You can vote by Internet or telephone

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose ofthe two voting

methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE

BAR.

Proxies submitted by the Internet or telephone musbe received by

1:00 a.m., Central Daylight Time, on May 16, 2008.

Vote by Internet

* Log on to the Internet and gowww.investorvote.com

* Follow the steps outlined on the secured website.

Vote by telephone

« Call toll free 1-800-652-VOTE (8683) within the Wed States,
Canada & Puerto Rico any time on a touch tone lelep. There iNO
CHARGE to you for the call.

« Follow the instructions provided by the recordedssage.

Using ablack ink pen, mark your votes with a&as shown in

this example. Please do not write outside the deségl area: x]
Annual Meeting Voting Instruction Card
IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.
A Election of Directors B Proposal
1. The Board of Directors recommends a vote FORistesd nominees The Board of Directors recommends a vote FOR tHeviing proposal
For Against Abstain For Against Abstain
01- Betsy J. Bernar O O O 2. Ratification of Independent Audito m} m} m}

For Against Abstain
02 - Jocelyn Carte-Miller O O O

For Against Abstain
03- Gary E. Costle! (| (| (|



For Against Abstain
04 - William T. Kerr O O O

C Change of Address

Change of Address— Please print your new address below.

D Authorized Signatures — This section must be congted for your vote to be counted. — Date and SigBelow
Please sign exactly as name(s) appears hereohodwiers should each sign. When signing as attomecutor, administrator, corporate officer, teestguardian, or custodian, please give full title.

Date (mm/dd/yyyy— Please print date beloy Signature 1 Please keep signature within the | Signature Z- Please keep signature within the |




IF YOU HAVE NOT VOTED VIA THE INTERNET OR__ TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

Voting Instruction Card — Principal Financial Group, Inc.

By signing this voting instruction card, you heretaythorize Northern Trust Investments, Inc., PdidfManager of The Principal Financial
Group, Inc. Stock Separate Account, to vote astagerPrincipal Life Insurance Company, in persarbp proxy, all shares attributable to ut
credited to your plan account as of March 25, 2808 record date, at the 2008 annual meeting okbloéders to be held on May 20, 2008 or at
any adjournment or postponement thereof.

Indicate how your interests are to be voted byRbefolio Manager by marking the boxes on the regeidelf you sign the voting
instruction card but give no directions, Northern Trust will vote your interests in accordance with tie Board of Directors
recommendations. If you do not complete the votingstruction card, Northern Trust will vote your int erests in the same proportion as
the shares held in the Separate Account as to whidthorthern Trust has received voting instructions.

SEE REVERSE SIDE FOR IMPORTANT INFORMATION ABOUT VO TING BY INTERNET OR TELEPHONE.
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