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PRINCIPAL FINANCIAL GROUP, INC. REPORTSFOURTH QUARTER 2003 RESULTS

Des Moines, IA (February 2, 2004)R¥incipal Financial Group, Inc. (NYSE: PFG) todayounced quarterly net income for the three mc
ended December 31, 2003, of $203.9 million, or $@ér diluted share compared to net income of $dtillion, or $0.64 per diluted share
for the three months ended December 31, 2002. dimpany reported operating earnings of $148.5 milfar fourth quarter 2003, compared
to $177.9 million for fourth quarter 2002. Operagtisarnings per diluted share for fourth quarter3@@re $0.46 compared to $0.53 for the
same period in 2002. Operating revenues for foguirter 2003 were $2,452.6 million, compared t@%$2,7 million for the same period last
year.1

"2003 was a very strong year for The Principal, fiftht consecutive year of record operating earsjhgaid J. Barry Griswell, chairman,
president and chief executive officer. "In spitalu# fourth quarter write-down of our mortgage &&@ng rights, we still delivered seven
percent earnings per share growth in 2003, lardeWen by record earnings in the U.S. Asset Managdrand Accumulation segment, which
improved 17 percent for the year and 41 percetitérfourth quarter.”

Highlights for the fourth quarter and full year 0idclude: o Record net income of $746.3 millior2B03.

o Record operating earnings of $750.6 million i®20ncluding record operating earnings in threéhefcompany's four operating segments -
U.S. Asset Management and Accumulation, Internatiéisset Management and Accumulation, and Life ldedlth Insurance.

o Record quarterly operating earnings in the foqrtarter for two segments
- $117.6 million for U.S. Asset Management and Analation, and $66.4 million for Life and Health Umance.

o Record sales of the company's key retiremenirarestment products in 2003, including $6.4 billfon pension full service accumulation
($1.8 billion in the fourth quarter), $1.8 billidar mutual funds and $1.4 billion for individual rmuities.
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o Record assets under management of $144.9 billpB0 percent from a year ago, including 31 pdrgeswth for U.S. Asset Management
and Accumulation, and 70 percent growth for Intéomal Asset Management and Accumulation.

"As we had anticipated, even stronger earnings g@eagirom our retirement businesses, as equity regge the economy improved. U.S.
Asset Management and Accumulation was our key dralsiver in 2003, delivering $434 million in eargs) an additional $63 million
contribution to the bottom line," said Griswell.0lrth quarter marked the segment's third straighttgr of record earnings, reflecting our
continued success in growing account values aretsagader management. Principal International predwstrong earnings growth as well,
up 58 percent for the year, the result of organievgh, prudent expense management and strategigséemn activity.

"A number of other leading indicators point to #teength of our position going forward," said Grislw"Pension full service accumulation
account values increased $13 billion, or 30 perzef003, to a record $56 billion, driven by impeavinvestment performance, as well as
strong customer net cash flow, which increasedeé®gnt compared to 2002. Full service accumulatitrcash flow grew to more than 11
percent of beginning of year account values, ndailge our long-term expectations, reflecting sgateposits from existing customers,
excellent retention, and record sales.

"Our performance reflects an uncompromising foausneeting the needs of our customers, the stresfgibr people, and their ability to
execute, even under difficult conditions. In 20841l continue to provide innovative retirement ardployee benefit solutions, responsive
service, and exceptional convenience and choicihwire believe is the key to delivering sustainaplefitable growth, and to building long-
term value for our shareholders."

Assets under management were $144.9 billion aseoeber 31, 2003, an increase of $10.1 billior7, percent compared to September 30,
2003, and an increase of $33.8 billion, or 30 pgrcempared to December 31, 2002.

For the twelve months ended December 31, 2003:

o Net income increased to $746.3 million, or $2028 diluted share, compared to net income of $1dRl®n, or $0.41 per diluted share,
during the same period a year ago. Net incomehfoptior year period includes an after-tax goodwiite-down of $280.9 million ($255.4
million related to BT Financial Group), a loss asabntinued operations of BT Financial Group ($X98illion), partially offset by a
favorable tax benefit from an IRS audit issue d3&D million.

o0 Operating earnings increased to $750.6 milliemgared to $749.4 million in the year earlier perio Operating earnings per diluted share
increased 7 percent to $2.30 per diluted share aoedpo $2.14 per diluted share in the year egskeiod.

o Operating revenues increased 3 percent to $@48Hlion from $9,223.1 million during the same joer a year ago.
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RESTATEMENT OF THIRD QUARTER 2003 FINANCIAL STATEMENTS

The restatement of the company's previously is§madcial statements for the quarter ended SepteBhe2003 reflects the application of a
new accounting standard for Principal Residentiattiglage Inc., the company's mortgage banking siargicand the new standard's impact
on the carrying value of loans held for sale. Assult of the restatement, third quarter 2003 metrine was reduced by $31.8 million, and
third quarter operating earnings were reduced liy@8illion. (The difference between net income apdrating earnings reflects a $1.2
million other after tax adjustment.) The third gearcorrection was effectively reversed in the fowquarter, the period in which the loans
were sold, increasing fourth quarter net income@petating earnings by $31.8 million. For the fidhr, the net effect of the restatement is as
follows:

|| Net income was unchanged
|.| Operating earnings increased by $1.2 million

The restatement is the result of a review of th@iegtion of FASB Interpretation No. 46, CONSOLIDAON OF VARIABLE INTEREST
ENTITIES (FIN 46) and the related technical apglima of effectiveness tests under Statement ofriiz Accounting Standards No. 133,
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING ETIVITIES (SFAS 133) for hedging programs on resiif
mortgage loans held for sale.

Under accepted accounting prior to the companygtash of FIN 46 on July 1, 2003, Principal Resiti@rMortgage, Inc. had an off-balance
sheet facility, used to hold and finance new maégimans. With the adoption of FIN 46, the off-lvaa sheet entity was consolidated within
the company's financial statements.

The company's hedging program, in place to hedgendirket value risk associated with interest rad@ements between the time of loan
commitment and time the loan is sold outside tledifi, has been economically effective. Howeverthe year-end closing process, after
revised FIN 46 consolidation of the mortgage loaaility, it was determined that the company couwti old the loans at market value
because it did not have sufficient documentatiozded to qualify for special hedge accounting trestnunder SFAS 133. In effect, it was
determined that the company correctly recorded &éalgses in the third quarter, but needed to delegrding third quarter appreciation on
the loans until the fourth quarter, the period imak the loans were sold.

The change had no effect on the economic resulhedding activities or total cash flows for anyipdr and an immaterial impact to the
balance sheet at September 30, 2003. The companglisating effectiveness-testing methods for its¢ uarter 2004, and expects to meet
the rigorous documentation standards required BYSSE33, even though the actual hedging stratepiEmselves, which have been effective
in economic terms, will not change.

The remainder of this release covers the highlighfeurth quarter 2003 financial results. All coamnisons to prior periods are restated, where
applicable.

SEGMENT HIGHLIGHTS
U.S. ASSET MANAGEMENT AND ACCUMULATION

Segment operating earnings for fourth quarter 200& a record $117.6 million, compared to $83.7ionilfor the same period in 2002. The
improvement was driven by record operating earningke pension business of $92.6 million, a 25 est increase compared to the same
period a year ago.

Operating revenues for the fourth quarter increaseéki,024.1 million compared to $916.8 million fbe same period in 2002. The
improvement was primarily the result of the 2008usition of Post Advisory Group by Principal Glélavestors and increased fees within
pension full service accumulation operations.



Segment assets under management continued tosecreaching a record $120.8 billion as of DecerBthe2003, up 9 percent from $110.4
billion as of September 30, 2003, and up 31 pertent $92.3 billion as of December 31, 2002.

INTERNATIONAL ASSET MANAGEMENT AND ACCUMULATION

Segment operating earnings for fourth quarter 200& $8.2 million, compared to $9.4 million for th@me period in 2002. (For the quarter
ended December 31, 2002, segment results incllmis af $0.3 million for BT Financial Group.2) Peipal International, which consists of
the company's asset accumulation businesses othgid¢S., had fourth quarter operating earningd8a2 million, compared to $9.7 million
for the same period in 2002.

Operating revenues for the segment were $122.4omiibr fourth quarter 2003, compared to $105.8ianilfor the same period last year,
primarily reflecting record annuity sales in Chaled higher assets under management in Brazil.

Assets under management for the segment were $fob s of December 31, 2003, compared to $6lhias of September 30, 2003, and
compared to $4.4 billion as of December 31, 2002.

LIFE AND HEALTH INSURANCE

Segment operating earnings for fourth quarter 200 a record $66.4 million, compared to $61.4iomlfor the same period in 2002. The
increase in segment earnings is primarily due ¢ocinversion to new deferred policy acquisitiont §p$AC) and policy valuation models
some of our life and disability products. The nead®ls were implemented in the fourth quarter, tegyin a write-up of the DPAC asset,
and lower amortization expense, which drove anteidil $17.7 million of operating earnings for tegment. Partially offsetting this item
were higher claims expenses, reflecting normah@ddiuctuations, and a one-time write-off of acctievestment income in connection with
distribution alliances in which the company hasested.

Operating revenues increased to $1,004.5 milliertfe quarter, compared to $996.1 million for taene period in 2002, largely as a result of
increases within the disability insurance operaiddperating revenues were down slightly in thelifisiness, as the company has shifted
marketing emphasis in recent years from traditigmamium-based products to fee-based universadtitbvariable universal life products.
Unlike traditional premium-based products, univkliga and variable universal life premium is neported as GAAP revenue. Operating
revenues were up slightly in the health businease icreases and the change in accounting treatthameinsurance contract were largely
offset by the decline in covered members from a gea.



MORTGAGE BANKING

Operating losses for the segment in fourth quaee3 were $42.8 million compared to operating eeymiof $29.1 million for the same

period in 2002. In line with the earnings guidanpelate on December 15, 2003, the company tookta-down of its mortgage servicing
rights asset in the fourth quarter, reflecting ently available external indicators of market valliee after-tax impact of this write-down was
$87.1 million, or 27 cents per diluted share. Asadibed earlier in the release, the third quasstatement was reversed in the fourth quarter,
increasing fourth quarter operating revenues by65iillion, which reduced the fourth quarter opergioss by $31.8 million.

Mortgage banking earnings are generated from loadyetion and loan servicing. Production earningsen$53.0 million (which includes tl
$31.8 million item described above), compared 20 million for the same period in 2002. The deelin production earnings reflects a
52% decline in mortgage loan production comparegl year ago, as well as lower earnings due to dsetkgains on the sale of mortgage
loans, reflecting rising interest rates and greptiing competition for new loan applications. Being generated a loss of $95.8 million
during the quarter, compared to a loss of $90.8anifor the same period in 2002. The fourth qua2@03 loss from servicing reflects: the
previously discussed $87.1 million write-down oé timortgage servicing rights; $27.4 million of eags from servicing operations (including
a $12.2 million gain from the sale of servicing)daa $36.1 million loss from mortgage servicinghtgyvaluation adjustment (net of hedges).

Mortgage loan production was $7.9 billion in theritn quarter 2003 compared to $16.5 billion inykar earlier period. At December 31,
2003, the servicing portfolio was $118.7 billioongpared to $117.8 billion as of September 30, 2668,compared to $ 107.7 billion as of
December 31, 2002.

Operating revenues decreased 29 percent to $30llicrfor the quarter, compared to $421.7 millifor the same period last year.
Production revenues decreased $146.7 million, gres6ent, and servicing revenues increased $26li8mior 16 percent, from the same
quarter a year ago.

CORPORATE AND OTHER

Operating losses for fourth quarter 2003 were $lBon, compared to operating losses of $5.7 wiillfor the same period in 2002. The
improvement reflects higher investment income mfthurth quarter 2003 compared to the same penj@haago.

FORWARD LOOKING AND CAUTIONARY STATEMENTS

This press release contains forward-looking statespéncluding, without limitation, statements asales targets, sales and earnings trends,
and management's beliefs, expectations, goals gintos. These statements are based on a numhsswiptions concerning future
conditions that may ultimately prove to be inacter&uture events and their effects on the compaany not be those anticipated, and actual
results may differ materially from the results aiptated in these forward-looking statements. Thlkstiuncertainties and factors that could
cause or contribute to such material differencesdi&@cussed in the company's annual report on BEOFid for the
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year ended December 31, 2002, and in the compauaiserly report on Form -Q for the quarter ended September 30, 2003, filethe
company with the Securities and Exchange Commis3ibese risks and uncertainties include, withouttition: competitive factors;
volatility of financial markets; decrease in rasngnterest rate changes; inability to attract eetdin sales representatives; international
business risks; foreign currency exchange ratéuatons; and investment portfolio risks.

OUTLOOK FOR FIRST QUARTER AND FULL YEAR 2004

Based on estimated net realized credit losses®h$ifion after-tax in the first quarter, and $6%lion after-tax for 2004, the company
expects first quarter net income to range from $@5$0.57 per diluted share and 2004 net inconartge from $2.50 to $2.60 per diluted
share.3 The company expects first quarter 2004atipgrearnings to range from $0.61 to $0.65 perteld share.4 The company expects 2004
operating earnings to range from $2.70 to $2.8Qpeted share.5

SHARE REPURCHASES

In May 2003, the board of directors authorizedpurehase program of up to $300 million of Principadancial Group, Inc. outstanding
common stock. Under this program, in the fourthrtprathe company repurchased 2.3 million share$76.0 million, an average price per
share of $32.53. In 2003, 15 million shares wepairehased by the company under board-authorizadakase programs, for $453.0 million,
an average price per share of $30.25.

STOCK OPTIONS

As communicated in the third quarter 2002 earnmetgsase, The Principal began expensing employe& sgitions and the employee stock
purchase plan, retroactive to January 1, 2002. ifHsiglted in an after-tax expense of $3.7 milliod 14.3 million, respectively, for the three
and twelve months ended December 31, 2003, compakzi 1 million and $7.7 million, respectivelyfilie three and twelve months ended
December 31, 2002.

FIN 46 IMPACT ON ASSETSAND LIABILITIES

As communicated in the third quarter 2003 earnmetgsase, effective July 1, 2003, the company esdtypted Financial Interpretation No. 46,
CONSOLIDATION OF VARIABLE INTEREST ENTITIES ("FIN 8") for variable interest entities ("VIEs") created or after February 1,
2003. FIN 46 provides guidance related to identifiyvariable interest entities and determining wletuch entities should be consolidated.
The guidance resulted in an increase in assetiahilities of $2.2 billion within the company's Bember 31, 2003, consolidated statemel
financial position.

EARNINGS CONFERENCE CALL

At 9:00 A.M. (CST) tomorrow, Chairman, Presidenti@EQ J. Barry Griswell and Executive Vice Prestdard CFO Mike Gersie will lead

a discussion during a live conference call. Paitieyested in listening to the conference ca# limay access the webcast on the Principal
Financial Group Investor Relations (IR) website fwywrincipal.com/investor) or by dialing (800) 37860 (U.S. callers) or (706) 643-7701
(International callers) approximately 10 minute®pto the start of the call. To access the calider name is Tom Graf. Listeners can access
an audio replay of the call on the IR website, pcélling (800) 642-1687 (US callers) or (706) @281 (International callers). The access
code for the replay is 4808487. Replays will beilatée through February 10, 2004. The financial@ament is currently available on our
website and will be referred to during the conferenall.



ABOUT THE PRINCIPAL FINANCIAL GROUP

The Principal Financial Group(R) (The Principal \&is a leader in offering businesses, individiaid institutional clients a wide range of
financial products and services, including retiratrend investment services, life and health instgaand mortgage banking through its
diverse family of financial services companies. Memployers choose the Principal Financial Grouptfeir 401(k) plans than any other
bank, mutual fund, or insurance company in the é¢htates7. A member of the Fortune 500, the Rrah&inancial Group has $144.9 billi
in assets under management8 and serves some Idhroilstomers worldwide from offices in Asia, Awdta, Europe, Latin America and the

United States. Principal Financial Group, Incréled on the New York Stock Exchange under thetiskmbol PFG. For more information,
visit WWW.PRINCIPAL.COM.

HHt#H
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SUMVARY OF SEGVENT AND PRI NCI PAL FI NANCI AL GROUP, I NC. RESULTS

OPERATI NG EARNI NGS* (LCSS) I N M LLIONS

SEGVENT THREE MONTHS ENDED, YEAR ENDED,
12/ 31/ 03 12/ 31/ 02 12/ 31/ 03 12/ 31/ 02
U. S. ASSET MANAGEMENT AND ACCUMJLATI ON $117.6 $83. 7 $433.8 $370.9

8.2 9.4 34.9 19.5
LI FE AND HEALTH | NSURANCE 66. 4 61. 4 241. 2 233.1
MORTGAGE BANKI NG (42.8) 29.1 53. 2 142.9
CORPORATE AND OTHER (0.9) (5.7) (12.5) (17.0)
OPERATI NG EARNI NGS (NET | NCOVE EXCLUDI NG NET
REALI ZEDY UNREALI ZED CAPI TAL
GAINS (LOSSES) AS ADJUSTED AND
OTHER AFTER- TAX ADJUSTMENTS) 148.5 177.9 750. 6 749. 4
NET REAL| ZED/ UNREAL| ZED CAPI TAL
GAINS (LOSSES), AS ADJUSTED 16.0 (90. 1) (51.6) (243.9)
OTHER AFTER- TAX ADJUSTMENTS 39. 4 127.6 47.3 (363. 2)
NET | NCOMVE ** $203. 9 $215. 4 $746. 3 $142.3

PER DI LUTED SHARE

THREE MONTHS ENDED, YEAR ENDED,
12/ 31/ 03 12/ 31/ 02 12/ 31/ 03 12/ 31/ 02
OPERATI NG EARNI NGS (NET | NCOVE EXCLUDI NG NET
REALI ZED/ UNREALI ZED CAPI TAL
GAINS (LOSSES) AS ADJUSTED AND
OTHER AFTER- TAX ADJUSTMENTS) $0. 46 $0. 53 $2. 30 $2. 14
NET REALI ZEDY UNREAL| ZED CAPI TAL
GAINS (LOSSES), AS ADJUSTED 0.05 (0.27) (0. 16) (0. 69)
OTHER AFTER- TAX ADJUSTMENTS 0.12 0. 38 0.14 (1.04)
NET | NCOVE $0. 63 $0. 64 $2. 28 $0. 41
VEI GHTED- AVERAGE DI LUTED SHARES OUTSTANDI NG
323.3 337. 4 326.8 350. 7

*OPERATING EARNINGS VERSUS U.S. GAAP (GAAP) NET INCOME

Management uses operating earnings, which exchheesffect of net realized/unrealized capital gaind losses, as adjusted, and other after-
tax adjustments, for goal setting, determining ey@é compensation, and evaluating performanceb@sia comparable to that used by
securities analysts. Segment operating earningdedezmined by adjusting U.S. GAAP net income fetrrealized/unrealized capital gains
and losses, as adjusted, and other after-tax aujmss we believe are not indicative of overall atieg trends. Note:

after-tax adjustments have occurred in the pastantll recur in future reporting periods. Whileghétems may be significant components in
understanding and assessing our consolidated fadgrerformance, we believe the presentation ofreeg operating earnings enhances the
understanding of our results of operations by lhigiting earnings attributable to the normal, ongadperations of our businesses.

** Net income for the three months ended Decemie?2@03 reflects net realized/unrealized capitahg/fiosses) of $16.0 million, which
includes $(28.2) million in credit losses stemmira@m impairments and credit impaired sales, as a®$39.4 million in other after-tax
adjustments. The other after-tax adjustments reflé&k28.9 million gain stemming from contested R&ters and a $10.5 million gain from
discontinued operations. Net income for the threatimns ended December 31, 2002 reflects net reatiapitial losses of
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$(90.1) million, primarily made up of credit losssemming from impairments and credit impaired sale$(76.1) million, as well as $127.6
million in other after-tax adjustments. The othiteatax adjustments reflect a $138.0 million gegsulting from the settlement of an IRS

issue, a $(8.6) million loss resulting from theregese to a loss contingency reserve establisheshfes practices litigation, and a $(1.8)
million loss on discontinued operations.
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PRI NCI PAL FI NANCI AL GROUP, | NC.
RESULTS OF OPERATI ONS
(I'N M LLI ONS)

THREE MONTHS ENDED YEAR ENDED
12/ 31/ 03 12/ 31/ 02 12/ 31/ 03 12/ 31/ 02
Prem uns and ot her consi derations $ 983.2 $ 940.8 $3,634.1 $ 3881.8
Fees and ot her revenues 619. 7 604. 1 2,416.2 1, 990. 8
Net investnment incone 848.0 849. 2 3,419.6 3,304.7
Net realized/unrealized capital 27.6 (130. 8) (65.7) (354.8)
gai ns/ (1 osses)
TOTAL REVENUES 2,478.5 2,263.3 9,404.2 8,822.5
Benefits, clains, and settlement expenses 1,302.6 1,274.2 4,861.3 5,216.9
Di vidends to policyhol ders 75.2 75.6 307.9 316.6
Qper ati ng expenses 888.9 791.0 3,281.3 2,623.2
TOTAL EXPENSES 2,266.7 2,140.8 8,450.5 8,156. 7
I ncome from continuing operations before
i ncone taxes 211.8 122.5 953.7 665. 8
I ncome taxes (benefits) 18. 4 (94.7) 225.8 45.9
I ncome from continuing operations, net of
related i ncone taxes 193. 4 217. 2 727.9 619.9
Income (loss) fromdiscontinued operations
net of taxes 10.5 (1.8) 21.8 (196.7)
I ncome before cunul ative effect of
accounti ng changes 203.9 215. 4 749.7 423.2
Currul ative effect of accounting changes
net of related incone taxes - - (3.4) (280.9)
NET | NCOVE $ 203.9 $ 215.4 $ 746.3 $142. 3
Less:
Net realized/unrealized capital gains
(l osses), as adjusted 16.0 (90.1) (51.6) (243.9)
O her after-tax adjustments 39.4 127.6 47.3 (363.2)
OPERATI NG EARNI NGS $ 148.5 $ 177.9 $ 750.6 $ 749.4
SELECTED BALANCE SHEET STATI STI CS
PERI OD ENDED
12/ 31/ 03 12/ 31/ 02 12/ 31/ 01
Total assets (in billions) $ 107.8 $ 89.9 $ 88.4
Total equity (in mllions) $ 7,399.6 $ 6,657.2 $ 6,820.3
Total equity excluding accunul ated ot her
conpr ehensive inconme (in nillions) $ 6,228.3 $ 6,021.4 $ 6,672.8
End of period shares outstanding (in mllions) 320.7 334.4 360.1
Book val ue per share $ 23.07 $ 19.91 $ 18.94
Book val ue per share excl udi ng accunul ated ot her
conpr ehensi ve i nconme $ 19. 42 $ 18. 01 $ 18. 53
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PRI NCI PAL FI NANCI AL GROUP, | NC.
RECONCI LI ATI ON OF NON- GAAP FI NANCI AL MEASURES TO U. S. GAAP
(I'N M LLIONS, EXCEPT AS | NDI CATED)

THREE MONTHS ENDED YEAR ENDED
12/ 31/ 03 12/ 31/ 02 12/ 31/ 03 12/ 31/ 02

DI LUTED EARNI NGS PER SHARE
Operating Earnings 0. 46 0.53 2.30 2.14
Net realized/unrealized capital gains/(losses) 0. 05 (0.27) (0.16) (0.69)
O her after-tax adjustnments 0.12 0.38 0.14 (1.04)
Net i ncone 0.63 0.64 2.28 0.41
BOOK VALUE EXCLUDI NG OTHER COMPREHENSI VE | NCOVE
Book val ue excl udi ng ot her conprehensive incone 19. 42 18.01 19. 42 18.01
Net unrealized capital gains/(losses) 4.03 2. 46 4.03 2.46
M ni mum pension liability (0.01) - (0.01) -
Forei gn currency transl ation (0.37) (0.56) (0.37) (0.56)
Book val ue including other conprehensive incone 23.07 19.91 23.07 19.91
OPERATI NG REVENUES
USAMVA 1,024.1 916. 8 3,651.0 3,780.5
| AMA 122. 4 105. 6 412.1 357.9
Life and Health 1,004.5 996.1 4,014.3 3,946.8
Mort gage Banki ng 301.3 421.7 1, 396.8 1,153.0
Corporate and O her 0.3 (16.5) 8.8 (15.1)
Total operating revenues 2,452.6 2,423.7 9, 483.0 9,223.1
Net realized/unrealized capital gains (losses) and rel ated

fee adjustnents 25.9 (160. 4) (78.8) (400. 6)
Tot al GAAP revenues 2,478.5 2,263.3 9, 404. 2 8,822.5
OPERATI NG EARNI NGS
USAMVA 117.6 83.7 433.8 370.9
| AVA 8.2 9.4 34.9 19.5
Life and Health 66. 4 61.4 241.2 233.1
Mort gage Banki ng (42.8) 29.1 53.2 142.9
Corporate and O her (0.9) (5.7) (12.5) (17.0)
Total operating earnings 148.5 177.9 750. 6 749. 4
Net realized/unrealized capital gains (losses) 16.0 (90.1) (51.6) (243.9)
O her after-tax adjustnments 39.4 127.6 47.3 (363.2)
Net incone 203.9 215. 4 746. 3 142.3
NET REALI ZED/ UNREALI ZED CAPI TAL GAI NS (LOSSES):
Net realized/unrealized capital gains (losses), as adjusted 16.0 (90.1) (51.6) (243.9)
Add
Anmortization of DPAC (2.1) (16. 6) (5.1) (35.4)
Capital gains (losses) distributed 1.5 (6.1) 4.5 12.7
Tax inpacts 10.0 (47.6) (26.7) (134.0)
Mnority interest capital gains 0.5 - 0.1 -
Less rel ated fee adjustnents:
Unearned front-end fee incone (0.5) (20.0) 4.6 (14.0)
Certain market val ue adjustnents to fee revenues (1.2) (9.6) (17.7) (31.8)
GAAP net realized/unrealized capital gains (losses) 27.6 (130. 8) (65.7) (354. 8)
OTHER AFTER TAX ADJUSTMENTS
IRS audit issue 28.9 138.0 28.9 138.0
Dermut ual i zati on expenses - - - (2.0)
Loss contingency reserve - (8.6) - (21.6)
FI'N 46 i npl enentati on - (3.4) -
SFAS 142 inpl enentation - - - (280.9)
Di sconti nued operations 10.5 (1.8) 21.8 (196.7)
Total other after-tax adjustments 39.4 127.6 47.3 (363.2)
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1 We use a number of non-GAAP financial measurasrttanagement believes are useful to investorsusedaey illustrate the performance
of our normal, ongoing operations, which is impott& understanding and evaluating our financiadditon and results of operations. While
such measures are consistent with measures utbiz@tvestors to evaluate performance, they ararsbstitute for U.S. GAAP financial
measures. Therefore, we have provided reconcifiatad the non-GAAP financial measures, includingsmidated operating earnings and
consolidated operating revenues, to the most direomparable U.S. GAAP financial measure at thet @fithe release. We adjust U.S.
GAAP financial measures for items not directly tethto ongoing operations. However, it is possib& these adjusting items have occurred
in the past and could recur in the future. Managerakso uses non-GAAP financial measures for geflliing), determining employee and
senior management awards and compensation, angaéngl performance on a basis comparable to treat g securities analysts.

2 As a result of the sale of substantially all df Binancial Group, which closed on October 31, 2@B2 operating earnings of BT reflect o
the corporate overhead expenses allocated to B$.tiatment is pursuant to Statement of Accouritemdard No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets ("SFAS1"). Under SFAS 144, all revenues and expensetu@ing allocated corporate
overhead) are reported as discontinued operafidresefore, fourth quarter 2002 results for BT refflene month of allocated expenses with
no corresponding activity in 2003.

3 Other items that we are unable to predict coigldiicantly affect net income, such as changésues, regulations, or accounting standards,
litigation, or gains or losses from discontinue@i@tions.

4 First quarter 2004 guidance is based on cerssnraptions, including domestic equity market penfnce improvement, of roughly two
percent from December 31, 2003 levels.

5 Full year 2004 guidance is based on certain gssons, including domestic equity market performaimprovement of roughly 2% per
quarter for 2004.

6 "The Principal Financial Group(R)" and "The Pipat(R)" are registered service marks of Principalancial Services, Inc., a member of
the Principal Financial Group.

7 CFO Magazine, April/May 2003, based on total plaarved in 2002 by insurance companies, bankgéaadtment firms.
8 As of December 31, 2003
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