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Approximate date of commencement of the proposed sale to the public: From time to time after this Registration Statement becomes
effective.
         If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
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         If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box: ý

         If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. o

         If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

         If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become
effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. ý

         If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. o

         Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a similar reporting
company. See the definition of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer ý Accelerated filer o Non-accelerated filer o
(Do not check if a smaller
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Smaller reporting company o

(Continued on next page)
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CALCULATION OF REGISTRATION FEE

Title of each class of
securities to be registered

Amount to be registered/Proposed
maximum offering price per

unit/Proposed maximum aggregate
offering price/Amount of

registration fee(1)

Common Stock of Principal Financial Group, Inc., par value $.01 per share

Debt Securities of Principal Financial Group, Inc.

Preferred Stock of Principal Financial Group, Inc., par value $.01 per share

Depositary Shares of Principal Financial Group, Inc.(2)

Warrants of Principal Financial Group, Inc.

Purchase Contracts of Principal Financial Group, Inc.(3)

Purchase Units of Principal Financial Group, Inc.(4)

Guarantees of Principal Financial Services, Inc.(5)

Junior Subordinated Debt Securities of Principal Financial Group, Inc.

Junior Subordinated Debentures of Principal Financial Group, Inc.

Preferred Securities of Principal Capital I

Preferred Securities of Principal Capital II

Preferred Securities of Principal Capital III

Guarantees with respect to Preferred Securities of Principal Capital I, Principal Capital II and Principal
Capital III by Principal Financial Group, Inc.(6)

Total

(1)
An unspecified aggregate initial offering price and number or amount of the securities of each identified class is being registered as may from time to
time be sold at unspecified prices. Separate consideration may or may not be received for securities that are issuable on exercise, conversion or
exchange of other securities or that are issued in units or represented by depositary shares. Any securities registered hereunder may be sold separately
or as units with other securities registered hereunder. The registrants are relying on Rule 456(b) and Rule 457(r) under the Securities Act of 1933, as
amended (the "Securities Act"), to defer payment of all of the registration fee, except for $149,665 that has already been paid with respect to securities
that were previously registered under the registration statement of the registrants on Form S-3 filed on December 19, 2003 (No. 333-111352), as
amended, and were not sold thereunder. Pursuant to Rule 457(p) under the Securities Act, such unutilized registration fee may be applied to the
registration fee payable pursuant to this registration statement.

(2)
The Depositary Shares issued hereunder will be evidenced by Depositary Receipts issued pursuant to a Deposit Agreement. In the event Principal
Financial Group, Inc. elects to offer to the public fractional interests in Debt Securities or shares of the Preferred Stock registered hereunder, Depositary
Receipts will be distributed to those persons purchasing such fractional interests and Debt Securities or shares of Preferred Stock, as the case may be,
will be issued to the Depositary under the Deposit Agreement. No separate consideration will be received for the Depositary Shares.

(3)
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Representing rights to purchase Common Stock, Preferred Securities or other securities, property or assets.

(4)
Representing ownership of Purchase Contracts and Debt Securities, undivided beneficial ownership interests in Debt Securities, Preferred Securities of
Principal Capital I, Principal Capital II or Principal Capital III, Depositary Shares representing fractional interests in Debt Securities or shares of
Preferred Stock or debt obligations of third parties, including U.S. Treasury Securities.

(5)
Principal Financial Services, Inc. may guarantee the obligations of Principal Financial Group, Inc. with respect to one or more non-convertible
securities, other than Common Stock, of Principal Financial Group, Inc. being registered hereunder. Pursuant to Rule 457(n) under the Securities Act,
no registration fee is required with respect to any such guarantee by Principal Financial Services, Inc.

(6)
This Registration Statement is deemed to include the obligations of Principal Financial Group, Inc. under the Junior Subordinated Debt Securities, the
related Indenture, The Junior Subordinated Debentures, the related Indenture, the Trust Agreements, the Preferred Securities, the Guarantees by
Principal Financial Group, Inc. of the Preferred Securities and the Expense Agreements as described in the Registration Statement.
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PROSPECTUS

Principal Financial Group, Inc.

Debt Securities
Junior Subordinated Debt Securities
Junior Subordinated Debentures

Preferred Stock
Common Stock

Depositary Shares
Warrants

Purchase Contracts
Purchase Units

Principal Capital I
Principal Capital II
Principal Capital III

Preferred Securities Guaranteed

as Described in this Prospectus
and the Accompanying Prospectus Supplement

by Principal Financial Group, Inc.

        By this prospectus, we may offer from time to time the securities described in this prospectus separately or together in any combination and
the trusts may offer from time to time the trust preferred securities.

        We will provide specific terms of any securities and any associated subsidiary guarantee to be offered in supplements to this prospectus.
You should read this prospectus and any supplement carefully before you invest. A supplement may also change, add to, update, supplement or
clarify information contained in this prospectus.

        We will not use this prospectus to confirm sales of any of our securities unless it is attached to a prospectus supplement.

        Unless we state otherwise in a prospectus supplement, we will not list any of these securities on any securities exchange.

        Our Common Stock is listed on the New York Stock Exchange under the symbol "PFG".

        We or the trusts may offer and sell these securities to or through one or more agents, underwriters, dealers or other third parties or directly
to one or more purchasers on a continuous or delayed basis.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. They have not made,
nor will they make, any determination as to whether anyone should buy these securities. Any representation to
the contrary is a criminal offense.

The date of this prospectus is June 11, 2008
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ABOUT THIS PROSPECTUS

        This prospectus is part of a registration statement that we and the trusts filed with the Securities and Exchange Commission utilizing a
"shelf" registration process. Under this shelf process, we and the trusts are registering an unspecified amount of each class of the securities
described in this prospectus, and we may sell any combination of the securities described in this prospectus in one or more offerings, and the
trusts may sell their trust preferred securities. In addition, we or the trusts or any of their respective affiliates may use this prospectus and the
applicable prospectus supplement in a remarketing or other resale transaction involving the securities after their initial sale. This prospectus
provides you with a general description of the securities we or the trusts may offer. Each time we or the trusts sell securities, we or the trusts will
provide a prospectus supplement that will contain specific information about the terms of that offering. The prospectus supplement may also add
to, change, update, supplement or clarify information contained in this prospectus. Any statement that we make in this prospectus will be
modified or superseded by any inconsistent statement made by us in a prospectus supplement. The rules of the Securities and Exchange
Commission allow us to incorporate by reference information into this prospectus. This information incorporated by reference is considered to
be a part of this prospectus, and information that we file later with the Securities and Exchange Commission will automatically update and
supersede this information. See "Incorporation by Reference." You should read both this prospectus and any prospectus supplement together
with additional information described under the heading "Where You Can Find More Information."

        No person has been authorized to give any information or to make any representations, other than those contained or incorporated by
reference in this prospectus and, if given or made, such information or representation must not be relied upon as having been authorized by
Principal Financial Group, Inc., or any underwriter, agent, dealer or remarketing firm. Neither the delivery of this prospectus nor any sale made
hereunder shall under any circumstances create any implication that there has been no change in the affairs of Principal Financial Group, Inc.
since the date hereof or that the information contained or incorporated by reference herein is correct as of any time subsequent to the date of
such information. This prospectus does not constitute an offer to sell or a solicitation of an offer to buy any securities by anyone in any
jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do so
or to any person to whom it is unlawful to make such offer or solicitation.

        Unless otherwise indicated, or the context otherwise requires, references in this prospectus to the "trusts" are to Principal Capital I,
Principal Capital II and Principal Capital III, collectively, and references to a "trust" are to Principal Capital I, Principal Capital II or Principal
Capital III, individually. Unless otherwise indicated, or the context otherwise requires, references in this prospectus to "Principal," "we," "us"
and "our" or similar terms are to Principal Financial Group, Inc. and its subsidiaries, references to the "Subsidiary Guarantor" are to Principal
Financial Services, Inc., and references to "Principal Life" are to Principal Life Insurance Company.

ii
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FORWARD-LOOKING STATEMENTS

        Certain of the statements contained in this prospectus or incorporated by reference are forward-looking statements. These forward-looking
statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and include estimates and
assumptions related to economic, competitive and legislative developments. These forward-looking statements are subject to change and
uncertainty which are, in many instances, beyond our control and have been made based upon management's expectations and beliefs concerning
future developments and their potential effect upon us. There can be no assurance that future developments will be in accordance with
management's expectations or that the effect of future developments on us will be those anticipated by management. Actual results could differ
materially from those expected by us, depending on the outcome of various factors, including but not limited to, those set forth in our most
recently filed Annual Report on Form 10-K (as updated from time to time). These factors include:

�
a decline or increased volatility in the securities markets could result in investors withdrawing from the markets or
decreasing their rates of investment, either of which could reduce our net income, revenues and assets under management;

�
our investment portfolio is subject to several risks which may diminish the value of our invested assets and the investment
returns credited to customers, which could reduce our sales, revenues, AUM and net income;

�
competition from companies that may have greater financial resources, broader arrays of products, higher ratings and
stronger financial performance may impair our ability to retain existing customers, attract new customers and maintain our
profitability;

�
a downgrade in our financial strength or credit ratings may increase policy surrenders and withdrawals, reduce new sales and
terminate relationships with distributors, impact existing liabilities and increase our cost of capital, any of which could
adversely affect our profitability and financial condition;

�
unforeseen increases in cash outflows may negatively impact our liquidity;

�
our efforts to reduce the impact of interest rate changes on our profitability and retained earnings may not be effective;

�
if we are unable to attract and retain sales representatives and develop new distribution sources, sales of our products and
services may be reduced;

�
our international businesses face political, legal, operational and other risks that could reduce our profitability in those
businesses;

�
we may face losses if our actual experience differs significantly from our pricing and reserving assumptions;

�
our ability to pay stockholder dividends and meet our obligations may be constrained by the limitations on dividends Iowa
insurance laws impose on Principal Life;

�
the pattern of amortizing our DPAC and other actuarial balances on our investment contract, participating life insurance and
universal life-type products may change, impacting both the level of the asset and the timing of our net income;

�
we may need to fund deficiencies in our closed block ("Closed Block") assets;

�
a pandemic, terrorist attack, or other catastrophic event could adversely affect our net income;
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�
our reinsurers could default on their obligations or increase their rates, which could adversely impact our net income and
profitability;

iii
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�
we face risks arising from acquisitions of businesses;

�
changes in laws, regulations or accounting standards may reduce our profitability;

�
a computer system failure or security breach could disrupt our business, damage our reputation and adversely impact our
earnings;

�
results of litigation and regulatory investigations may affect our financial strength or reduce our profitability;

�
fluctuations in foreign currency exchange rates could reduce our profitability;

�
applicable laws and our stockholder rights plan, certificate of incorporation and by-laws may discourage takeovers and
business combinations that our stockholders might consider in their best interests;

�
our financial results may be adversely impacted by global climate changes; and

�
the risk factors or uncertainties listed from time to time in any prospectus supplement or any document incorporated into this
prospectus by reference.

iv
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PRINCIPAL FINANCIAL GROUP, INC.

        The Principal Financial Group is a leading provider of retirement savings, investment and insurance products and services with
$311.1 billion in assets under management and approximately nineteen million customers worldwide as of December 31, 2007.

        Our U.S. and international operations concentrate primarily on asset accumulation and asset management. In addition, we offer a broad
range of individual and group life insurance, group health insurance, individual and group disability insurance, and group dental and vision
insurance.

        We primarily focus on small and medium-sized businesses, which we define as companies with less than 1,000 employees, providing a
broad array of retirement and employee benefit solutions to meet the needs of the business, the business owner and their employees. With over
32,000 plans, we are the leading provider of corporate defined contribution plans in the U.S., according to Spectrem Group. We are also the
leading employee stock ownership plan consultant. In addition, we are a leading provider of nonqualified plans, defined benefit plans and plan
termination annuities. We are also one of the largest providers of non-medical insurance product solutions.

        We believe small and medium-sized businesses are an underserved market, offering attractive growth opportunities in the U.S. in retirement
services and other employee benefits. We also believe there is a significant opportunity to leverage our U.S. retirement expertise into select
international markets that have adopted or are moving toward private sector defined contribution pension systems. This opportunity is
particularly compelling as aging populations around the world are driving increased demand for retirement accumulation, retirement asset
management and retirement income management solutions.

        We organize our business into the following operating segments: (1) U.S. Asset Accumulation, which provides a comprehensive portfolio
of asset accumulation products and services for retirement savings and investment to businesses and individuals in the U.S., with a concentration
on small and medium-sized businesses; (2) Global Asset Management, which provides a diverse range of asset management services covering a
broad range of asset classes, investment styles and portfolio structures to our other segments and third-party institutional clients.; (3)
International Asset Management and Accumulation, which provides retirement products and services, annuities, mutual funds, institutional asset
management and life insurance accumulation products through subsidiaries and joint ventures in various countries; and (4) Life and Health
Insurance, which provides individual life insurance, group health insurance and specialty benefits, which includes group dental, group vision,
group life, group long-term disability, group short-term disability and individual disability insurance throughout the U.S. We also have a
Corporate and Other segment, which manages the assets representing capital that have not been allocated to any other segment.

        We were organized as an individual life insurer in 1879 and formed a mutual insurance holding company in 1998. Principal Financial
Group, Inc. was organized on April 18, 2001, as a Delaware business corporation. Under the terms of Principal Mutual Holding Company's Plan
of Conversion, Principal Mutual Holding Company converted from a mutual insurance holding company to a stock company subsidiary of
Principal Financial Group, Inc., and merged into Principal Financial Services, Inc. on October 26, 2001, when we completed our initial public
offering.

        The principal executive office for both Principal Financial Group, Inc. and Principal Financial Services, Inc. is located at 711 High Street,
Des Moines, Iowa 50392, and the telephone number is (515) 247-5111.
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THE PRINCIPAL CAPITAL TRUSTS

        We created each trust as a Delaware statutory trust pursuant to a trust agreement. We will enter into an amended and restated trust
agreement for each trust, which will state the terms and conditions for the trust to issue and sell its preferred securities and common securities.
We will amend and restate each trust agreement in its entirety substantially in the form filed as an exhibit to the registration statement that
includes this prospectus. Each trust agreement will be qualified as an indenture under the Trust Indenture Act of 1939, as amended, which we
refer to in this prospectus as the "Trust Indenture Act."

        Each trust exists for the exclusive purposes of:

�
issuing and selling to the public preferred securities, representing undivided beneficial interests in the assets of the trust,

�
issuing and selling to us common securities, representing undivided beneficial interests in the assets of the trust,

�
using the proceeds from the sale of the preferred securities and common securities to acquire a corresponding series of junior
subordinated deferrable interest debentures, which we refer to in this prospectus as the "corresponding junior subordinated
debt securities,"

�
distributing the cash payments it receives from the corresponding junior subordinated debt securities it owns to you and the
other holders of preferred securities and us, as the holder of common securities, and

�
engaging in the other activities that are necessary, convenient or incidental to these purposes.

        Accordingly, the corresponding junior subordinated debt securities will be the sole assets of each trust, and payments under the
corresponding junior subordinated debt securities and the related expense agreement will be the sole revenue of each trust.

        We will own all of the common securities of each trust. The common securities of a trust will rank equally with, and payments will be made
pro rata with, the preferred securities of the trust, except that if an event of default under a trust agreement then exists, our rights as holder of the
common securities to payment of distributions and payments upon liquidation or redemption will be subordinated to your rights as a holder of
the preferred securities of the trust. See "Description of Preferred Securities�Subordination of Common Securities."

        Unless we state otherwise in a prospectus supplement, each trust has a term of approximately 45 years from its date of formation. A trust
may also terminate earlier. The trustees of each trust will conduct its business and affairs. As holder of the common securities we will initially
appoint the trustees. Initially, the trustees will be:

�
Wilmington Trust Company, which will act as property trustee and as Delaware trustee, and

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

        Wilmington Trust Company, as property trustee, will act as sole indenture trustee under each trust agreement for purposes of compliance
with the provisions of the Trust Indenture Act. Wilmington Trust Company will also act as trustee under the guarantee and the junior
subordinated debt security indenture pursuant to which we will issue the junior subordinated debt securities. See "Description of Junior
Subordinated Debt Securities" and "Description of Guarantee by Principal Financial Group, Inc. of the Trust Preferred Securities."

        The holder of the common securities of a trust, or the holders of a majority in liquidation preference of the preferred securities if an event of
default under the trust agreement for the trust has

2
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occurred and is continuing, will be entitled to appoint, remove or replace the property trustee and/or the Delaware trustee of the trust. You will
not have the right to vote to appoint, remove or replace the administrative trustees. Only we, as the holder of the common securities, will have
these voting rights. The duties and obligations of the trustees are governed by the applicable trust agreement. We will pay all fees and expenses
related to the trusts and the offering of the preferred securities and will pay, directly or indirectly, all ongoing costs, expenses and liabilities of
the trusts, except for payments made on the preferred securities or the common securities, subject to the guarantee.

        The principal executive office of each trust is 711 High Street, Des Moines, Iowa 50392, Attention: Corporate Secretary and its telephone
number is (515) 247-5111.

        In the future, we may form additional Delaware statutory trusts or other entities similar to the trusts, and those other trusts or entities could
issue securities similar to the trust securities described in this prospectus. In that event, we may issue debt securities to those other trusts or
entities and guarantees under a guarantee agreement with respect to the securities they may issue. The debt securities and guarantees we may
issue in those cases would be similar to those described in this prospectus, with such modifications as may be described in the applicable
prospectus supplement.

USE OF PROCEEDS

        Unless we state otherwise in a prospectus supplement, we intend to use the proceeds from the sale of the securities offered by this
prospectus, including the corresponding junior subordinated debt securities issued to the trusts in connection with their investment of all the
proceeds from the sale of preferred securities, for general corporate purposes, including working capital, capital expenditures, investments in
subsidiaries, acquisitions and refinancing of debt, including commercial paper and other short-term indebtedness. We will include a more
detailed description of the use of proceeds of any specific offering of securities in the prospectus supplement relating to the offering.

3

Edgar Filing: PRINCIPAL CAPITAL III - Form S-3ASR

13



RATIO OF EARNINGS TO FIXED CHARGES

        The following table sets forth, for each of the periods indicated, our ratio of earnings to fixed charges.

For the Three Months
Ended March 31, For the Years Ended December 31,

2008 2007 2007 2006 2005 2004 2003

Ratio of earnings to fixed charges before interest credited
on investment products 6.3 8.9 6.9 10.5 11.4 9.8 7.7
Ratio of earnings to fixed charges 1.7 2.1 1.8 2.2 2.1 2.0 1.9
        We calculate the ratio of "earnings to fixed charges before interest credited on investment products" by dividing the sum of income from
continuing operations before income taxes (BT), interest expense, which includes interest expense incurred on uncertain tax positions (I),
interest factor of rental expense (IF) less undistributed income from equity investees (E) by the sum of interest expense, which includes interest
expense incurred on uncertain tax positions (I), interest factor of rental expense (IF), preferred stock dividends by the registrant (PD) and
dividends on majority-owned subsidiary redeemable preferred securities (non-intercompany) (D). The formula for this ratio is:
(BT+I+IF-E) / (I+IF+PD+D).

        We calculate the ratio of "earnings to fixed charges" by dividing the sum of income from continuing operations before income taxes (BT),
interest expense, which includes interest expense incurred on uncertain tax positions (I), interest factor of rental expense (IF) less undistributed
income from equity investees (E) and the addition of interest credited on investment products (IC) by interest expense, which includes interest
expense incurred on uncertain tax positions (I), interest factor of rental expense (IF), preferred stock dividends by the registrant (PD), dividends
on majority-owned subsidiary redeemable preferred securities (non intercompany) (D) and interest credited on investment products (IC). The
formula for this calculation is: (BT+I+IF-E+IC) / (I+IF+PD+D+IC). "Interest credited on investment products" includes interest paid on
guaranteed investment contracts, funding agreements and other investment-only pension products. Similar to debt, these products have a total
fixed return and a fixed maturity date.

DESCRIPTION OF GUARANTEE OF PRINCIPAL FINANCIAL SERVICES, INC.

        Principal Financial Services, Inc. may guarantee, fully and unconditionally or otherwise, our obligations with respect to any
non-convertible securities, other than common stock, as described in the applicable prospectus supplement.

        If Principal Financial Services, Inc. guarantees these obligations under any such securities, we will tell you in the applicable prospectus
supplement and describe the terms of such subsidiary guarantee in such prospectus supplement. Unless we tell you otherwise in the applicable
prospectus supplement, such subsidiary guarantee will be an unsecured obligation of Principal Financial Services, Inc. and will be enforceable
against Principal Financial Services, Inc. without any need to first enforce against Principal Financial Group, Inc.

4
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DESCRIPTION OF THE DEBT SECURITIES

        We may offer unsecured senior debt securities or subordinated debt securities. We refer to the senior debt securities and the subordinated
debt securities together in this prospectus as the "debt securities." The senior debt securities will rank equally with all of our other unsecured,
unsubordinated obligations. The subordinated debt securities will be subordinate and junior in right of payment to all of our senior debt.

        We will issue the senior debt securities in one or more series under an indenture, which we refer to as the "senior indenture," to be entered
into between us, Principal Financial Services, Inc. which we refer to in this prospectus as the Subsidiary Guarantor, as guarantor, and The Bank
of New York Trust Company, N.A., as trustee. We will issue subordinated debt securities in one or more series under an indenture, which we
refer to as the "subordinated indenture," between us, the Subsidiary Guarantor, as guarantor, and The Bank of New York Trust Company, N.A.,
as trustee.

        We may from time to time without notice to, or the consent of, the holders of the debt securities, create and issue additional debt securities
under the indentures, equal in rank to existing debt securities in all respects (or in all respects except for the payment of interest accruing prior to
the issue date of the new debt securities, or except for the first payment of interest following the issue date of the new debt securities) so that the
new debt securities may be consolidated and form a single series with existing debt securities and have the same terms as to status, redemption
and otherwise as existing debt securities.

        The following description of the terms of the indentures is a summary. It summarizes only those portions of the indentures which we
believe will be most important to your decision to invest in our debt securities. You should keep in mind, however, that it is the indentures, and
not this summary, which define your rights as a debtholder. There may be other provisions in the indentures which are also important to you.
You should read the indentures for a full description of the terms of the debt. The senior indenture and the subordinated indenture are filed as
exhibits to the registration statement that includes this prospectus. See "Where You Can Find More Information" for information on how to
obtain copies of the senior indenture and the subordinated indenture.

The Debt Securities Are Unsecured Obligations

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

        We are an insurance holding company with no direct operations whose assets include all of the outstanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantor is an intermediary holding company with no direct operations whose assets include all of the
outstanding shares of Principal Life Insurance Company ("Principal Life") and other subsidiaries. As a consequence, our ability to satisfy our
obligations under the debt securities and the Subsidiary Guarantor's ability to satisfy its obligations under the subsidiary guarantee will depend in
large part on the ability of our insurance company and other subsidiaries to declare and distribute dividends or to advance money in the form of
intercompany loans. Our insurance company subsidiaries are subject to various statutory and regulatory restrictions, applicable to insurance
companies generally, that limit the amount of cash dividends, loans and advances that those subsidiaries may pay. Regulations relating to capital
requirements affecting some of our other subsidiaries also restrict their ability to pay dividends and other distributions and make loans to us. The
payment of dividends from Principal Life to the Subsidiary Guarantor is subject to restrictions set forth in the insurance laws of the State of
Iowa. As a result, our cash flows and ability to service our obligations, including the debt securities, are dependent upon the earnings of our
subsidiaries, distributions of those earnings to us and other payments or distributions of funds by our subsidiaries to us. In addition, the debt
securities will be effectively subordinated to all existing and future liabilities of our subsidiaries, including those of the Subsidiary
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Guarantor, and the subsidiary guarantee will be effectively subordinated to all existing and future liabilities of the Subsidiary Guarantor's
subsidiaries, including obligations to policyholders.

        Unless we state otherwise in the applicable prospectus supplement, the indentures do not limit us from incurring or issuing other secured or
unsecured debt under either of the indentures or any other indenture that we may have entered into or enter into in the future. See "�Subordination
under the Subordinated Indenture" and the prospectus supplement relating to any offering of subordinated debt securities.

Terms of the Debt Securities

        We may issue the debt securities in one or more series through an indenture that supplements the senior indenture or the subordinated
indenture or through a resolution of our board of directors or an authorized committee of our board of directors.

        You should refer to the applicable prospectus supplement for the specific terms of the debt securities. These terms may include the
following:

�
title of the debt securities,

�
any limit upon the aggregate principal amount of the series,

�
maturity date(s) or the method of determining the maturity date(s),

�
interest rate(s) or the method of determining the interest rate(s),

�
dates on which interest will be payable and circumstances, if any, in which interest may be deferred,

�
dates from which interest will accrue and the method of determining those dates,

�
place or places where we may pay principal, premium, if any, and interest and where you may present the debt securities for
registration or transfer or exchange,

�
place or places where notices and demands relating to the debt securities and the indentures may be made,

�
redemption or early payment provisions,

�
sinking fund or similar provisions,

�
authorized denominations if other than denominations of $1,000,

�
currency, currencies, or currency units, if other than in U.S. dollars, in which the principal of, premium, if any, and interest
on the debt securities is payable, or in which the debt securities are denominated,

�
any additions, modifications or deletions, in the events of default or covenants of Principal Financial Group, Inc. specified in
the indenture relating to the debt securities,

�
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if other than the principal amount of the debt securities, the portion of the principal amount of the debt securities that is
payable upon declaration of acceleration of maturity,

�
any additions or changes to the indenture relating to a series of debt securities necessary to permit or facilitate issuing the
series in bearer form, registrable or not registrable as to principal, and with or without interest coupons,

�
any index or indices used to determine the amount of payments of principal of and premium, if any, on the debt securities
and the method of determining these amounts,
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�
whether a temporary global security will be issued and the terms upon which these temporary debt securities may be
exchanged for definitive debt securities,

�
whether the debt securities will be issued in whole or in part in the form of one or more global securities,

�
identity of the depositary for global securities,

�
appointment of any paying agent(s),

�
the terms and conditions of any obligation or right we would have or any option you would have to convert or exchange the
debt securities into other securities or cash or property of Principal Financial Group, Inc. or any other person and any
changes to the indenture to permit or facilitate such conversion or exchange,

�
in the case of the subordinated indenture, any provisions regarding subordination,

�
provided the debt securities are non-convertible, whether the Subsidiary Guarantor will guarantee our obligations under the
debt securities and, if so, the material terms of such subsidiary guarantee, and

�
any other special terms of such debt securities or related guarantee.

        Debt securities may also be issued under the indentures upon the exercise of warrants or delivery upon settlement of purchase contracts. See
"Description of Warrants" and "Description of Purchase Contracts."

Special Payment Terms of the Debt Securities

        We may issue one or more series of debt securities at a substantial discount below their stated principal amount. These may bear no interest
or interest at a rate which at the time of issuance is below market rates. We will describe United States federal tax consequences and special
considerations relating to any series in the applicable prospectus supplement.

        The purchase price of any of the debt securities may be payable in one or more foreign currencies or currency units. The debt securities
may be denominated in one or more foreign currencies or currency units, or the principal of, premium, if any, or interest on any debt securities
may be payable in one or more foreign currencies or currency units. We will describe the restrictions, elections, United States federal income tax
considerations, specific terms and other information relating to the debt securities and any foreign currencies or foreign currency units in the
applicable prospectus supplement.

        If we use any index to determine the amount of payments of principal of, premium, if any, or interest on any series of debt securities, we
will also describe in the applicable prospectus supplement the special United States federal income tax, accounting and other considerations
applicable to the debt securities.

Denominations, Registration and Transfer

        We expect to issue most debt securities in fully registered form without coupons and in denominations of $1,000 and any integral multiple
of $1,000. Except as we may describe in the applicable prospectus supplement, debt securities of any series will be exchangeable for other debt
securities of the same issue and series, in any authorized denominations, of a like tenor and aggregate principal amount and bearing the same
interest rate.

        You may present debt securities for exchange as described above, or for registration of transfer, at the office of the security registrar or at
the office of any transfer agent we designate for that purpose. You will not incur a service charge but you must pay any taxes, assessments and
other governmental
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charges as described in the indentures. We will appoint the trustees as security registrar under the indentures. We may at any time rescind the
designation of any transfer agent that we initially designate or approve a change in the location through which the transfer agent acts. We will
specify the transfer agent in the applicable prospectus supplement. We may at any time designate additional transfer agents.

Global Debt Securities

        We may issue all or any part of a series of debt securities in the form of one or more global securities. We will appoint the depositary
holding the global debt securities. Unless we otherwise state in the applicable prospectus supplement, the depositary will be The Depository
Trust Company, or DTC. We will issue global securities in registered form and in either temporary or definitive form. Unless it is exchanged for
individual debt securities, a global security may not be transferred except:

�
by the depositary to its nominee,

�
by a nominee of the depositary to the depositary or another nominee, or

�
by the depositary or any nominee to a successor of the depositary, or a nominee of the successor.

        We will describe the specific terms of the depositary arrangement in the applicable prospectus supplement. We expect that the following
provisions will generally apply to these depositary arrangements.

Beneficial Interests in a Global Security

        If we issue a global security, the depositary for the global security or its nominee will credit on its book-entry registration and transfer
system the principal amounts of the individual debt securities represented by the global security to the accounts of persons that have accounts
with it. We refer to those persons as "participants" in this prospectus. The accounts will be designated by the dealers, underwriters or agents for
the debt securities, or by us if the debt securities are offered and sold directly by us. Ownership of beneficial interests in a global security will be
limited to participants or persons who may hold interests through participants. Ownership and transfers of beneficial interests in the global
security will be shown on, and transactions can be effected only through, records maintained by the applicable depositary or its nominee, for
interests of participants, and the records of participants, for interests of persons who hold through participants. The laws of some states require
that you take physical delivery of securities in definitive form. These limits and laws may impair your ability to transfer beneficial interests in a
global security.

        So long as the depositary or its nominee is the registered owner of a global security, the depositary or nominee will be considered the sole
owner or holder of the debt securities represented by the global security for all purposes under the indenture. Except as provided below, you:

�
will not be entitled to have any of the individual debt securities represented by the global security registered in your name,

�
will not receive or be entitled to receive physical delivery of any debt securities in definitive form, and

�
will not be considered the owner or holder of the debt securities under the indenture.

Payments of Principal, Premium and Interest

        We will make principal, premium, if any, and interest payments on global securities to the depositary that is the registered holder of the
global security or its nominee. The depositary for the
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global securities will be solely responsible and liable for all payments made on account of your beneficial ownership interests in the global
security and for maintaining, supervising and reviewing any records relating to your beneficial ownership interests.

        We expect that the depositary or its nominee, upon receipt of any principal, premium, if any, or interest payment immediately will credit
participants' accounts with amounts in proportion to their respective beneficial interests in the principal amount of the global security as shown
on the records of the depositary or its nominee. We also expect that payments by participants to you, as an owner of a beneficial interest in the
global security held through those participants, will be governed by standing instructions and customary practices, as is now the case with
securities held for the accounts of customers in bearer form or registered in "street name." These payments will be the responsibility of those
participants.

Issuance of Individual Debt Securities

        Unless we state otherwise in the applicable prospectus supplement, if a depositary for a series of debt securities is at any time unwilling,
unable or ineligible to continue as depositary, we will appoint a successor depositary or we will issue individual debt securities in exchange for
the global security. In addition, we may at any time and in our sole discretion, subject to any limitations described in the prospectus supplement
relating to the debt securities, determine not to have any debt securities represented by one or more global securities. If that occurs, we will issue
individual debt securities in exchange for the global security.

        Further, we may specify that you may, on terms acceptable to us, the trustee and the depositary, receive individual debt securities in
exchange for your beneficial interest in a global security, subject to any limitations described in the prospectus supplement relating to the debt
securities. In that instance, you will be entitled to physical delivery of individual debt securities equal in principal amount to that beneficial
interest and to have the debt securities registered in your name. Unless we otherwise specify, we will issue those individual debt securities in
denominations of $1,000 and integral multiples of $1,000.

Payment and Paying Agents

        Unless we state otherwise in an applicable prospectus supplement, we will pay principal of, premium, if any, and interest on your debt
securities at the office of the trustee for your debt securities in the City of New York or at the office of any paying agent that we may designate.

        Unless we state otherwise in an applicable prospectus supplement, we will pay any interest on debt securities to the registered owner of the
debt security at the close of business on the record date for the interest, except in the case of defaulted interest. We may at any time designate
additional paying agents or rescind the designation of any paying agent. We must maintain a paying agent in each place of payment for the debt
securities.

        Any moneys or U.S. government obligations (including the proceeds thereof) deposited with the trustee or any paying agent, or then held
by us in trust, for the payment of the principal of, premium, if any, and interest on any debt security that remain unclaimed for two years after
the principal, premium or interest has become due and payable will, at our request, be repaid to us. After repayment to us, you are entitled to
seek payment only from us as a general unsecured creditor.

Redemption

        Unless we state otherwise in an applicable prospectus supplement, debt securities will not be subject to any sinking fund.
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        Unless we state otherwise in an applicable prospectus supplement, we may, at our option, redeem any series of debt securities after its
issuance date in whole or in part at any time and from time to time. We may redeem debt securities in denominations larger than $1,000 but only
in integral multiples of $1,000.

Redemption Price

        Except as we may otherwise specify in the applicable prospectus supplement, the redemption price for any debt security which we redeem
will equal 100% of the principal amount plus any accrued and unpaid interest up to, but excluding, the redemption date.

Notice of Redemption

        Unless we state otherwise in an applicable prospectus supplement, we will mail notice of any redemption of debt securities at least 30 days
but not more than 60 days before the redemption date to the registered holders of the debt securities at their addresses as shown on the security
register. Unless we default in payment of the redemption price, on and after the redemption date interest will cease to accrue on the debt
securities or the portions called for redemption.

Consolidation, Merger and Sale of Assets

        We will not consolidate with or merge into any other person or convey, transfer or lease our assets substantially as an entirety to any
person, and no person may consolidate with or merge into us, unless:

�
we will be the surviving company in any merger or consolidation,

�
if we consolidate with or merge into another person or convey or transfer our assets substantially as an entirety to any
person, the successor person is an entity organized and validly existing under the laws of the United States of America or
any state thereof or the District of Columbia, and the successor entity expressly assumes our obligations relating to the debt
securities,

�
immediately after giving effect to the consolidation, merger, conveyance or transfer, there exists no event of default, and no
event which, after notice or lapse of time or both, would become an event of default, and

�
other conditions described in the relevant indenture are met.

        This covenant would not apply to the direct or indirect conveyance, transfer or lease of all or any portion of the stock, assets or liabilities of
any of our wholly owned subsidiaries to us or to our other wholly owned subsidiaries. In addition, this covenant would not apply to any
recapitalization transaction, a change of control of Principal Financial Group, Inc. or a highly leveraged transaction unless such transaction or
change of control were structured to include a merger or consolidation by us or the conveyance, transfer or lease of our assets substantially as an
entirety.

Limitations upon Liens

        The indentures provide that neither we nor any of our restricted subsidiaries, are permitted, directly or indirectly, to, create, issue, assume,
incur, guarantee or become liable with respect to any indebtedness for money borrowed which is secured by a lien on any of the present or future
common stock of a restricted subsidiary, unless the debt securities, and if we so elect, any of our other indebtedness ranking at least pari passu
with the debt securities, shall be secured equally and ratably with, or prior to, such other secured indebtedness for money borrowed so long as it
is outstanding.
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         When we use the term "restricted subsidiary," we mean any subsidiary which is incorporated under the laws of any state of the United
States or of the District of Columbia, and which is a regulated insurance company principally engaged in one or more of the life, annuity,
property and casualty insurance businesses. However, no subsidiary is a restricted subsidiary:

�
if the total assets of that subsidiary are less than 10% of our total assets and the total assets of our consolidated subsidiaries,
including that subsidiary, in each case as set forth on the most recent fiscal year-end balance sheets of the subsidiary and us
and our consolidated subsidiaries, respectively, and computed in accordance with generally accepted accounting principles,
or

�
if in the judgment of our board of directors, as evidenced by a board resolution, the subsidiary is not material to the financial
condition of us and our subsidiaries taken as a whole.

Modification and Waiver

Modification

        We, the trustee and, if applicable, the Subsidiary Guarantor may modify and amend each indenture with the consent of the holders of a
majority in aggregate principal amount of the series of debt securities affected. However, no modification or amendment may, without the
consent of the holder of each outstanding debt security affected:

�
change the stated maturity of the principal of, or any installment of interest payable on, any outstanding debt security,

�
reduce the principal amount of, or the rate of interest on or any premium payable upon the redemption of, or the amount of
principal of an original issue discount security that would be due and payable upon a redemption or would be provable in
bankruptcy, or adversely affect any right of repayment of the holder of, any outstanding debt security,

�
change the place of payment, or the coin or currency in which any outstanding debt security or the interest on any
outstanding debt security is payable,

�
impair your right to institute suit for the enforcement of any payment on any outstanding debt security after the stated
maturity or redemption date,

�
reduce the percentage of the holders of outstanding debt securities necessary to modify or amend the applicable indenture, to
waive compliance with certain provisions of the applicable indenture or certain defaults and consequences of such defaults
or to reduce the quorum or voting requirements set forth in the applicable indenture,

�
modify any of these provisions or any of the provisions relating to the waiver of certain past defaults or certain covenants,
except to increase the required percentage to effect such action or to provide that certain other provisions may not be
modified or waived without the consent of all of the holders of the debt securities affected,

�
modify the provisions with respect to the subordination of outstanding subordinated debt securities in a manner materially
adverse to the holders of such outstanding subordinated debt securities, or

�
modify the provisions with respect to any outstanding guarantee of any debt securities in a manner materially adverse to the
holders of such outstanding debt securities.
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Waiver

        The holders of a majority in aggregate principal amount of the outstanding debt securities of a series may, on behalf of the holders of all
debt securities of that series, waive compliance by us with certain restrictive covenants of the indenture which relate to that series.

        The holders of not less than a majority in aggregate principal amount of the outstanding debt securities of a series may, on behalf of the
holders of that series, generally waive any past default under the indenture relating to that series of debt securities and the consequences of such
default. However, a default in the payment of the principal of, or premium, if any, or any interest on, any debt security of that series or relating
to a covenant or provision which under the indenture relating to that series of debt security cannot be modified or amended without the consent
of the holder of each outstanding debt security of that series affected cannot be so waived.

Events of Default

        Under the terms of each indenture, each of the following constitutes an event of default for a series of debt securities:

�
default for 30 days in the payment of any interest when due,

�
default in the payment of principal, or premium, if any, when due,

�
default in the performance, or breach, of any covenant or warranty in the indenture for 90 days after written notice,

�
certain events of bankruptcy, insolvency or reorganization,

�
any other event of default described in the applicable board resolution, guarantee or supplemental indenture under which the
series of debt securities is issued.

        We are required to furnish the trustee annually with a statement as to the fulfillment of our obligations under the indenture. Each indenture
provides that the trustee may withhold notice to you of any default, except in respect of the payment of principal or interest on the debt
securities, if it considers it in the interests of the holders of the debt securities to do so.

Effect of an Event of Default

        If an event of default exists (other than an event of default in the case of certain events of bankruptcy), the trustee or the holders of not less
than 25% in aggregate principal amount of a series of outstanding debt securities may declare the principal amount, or, if the debt securities are
original issue discount securities, the portion of the principal amount as may be specified in the terms of that series, of the debt securities of that
series to be due and payable immediately, by a notice in writing to us, and to the trustee if given by holders. Upon that declaration the principal
(or specified) amount will become immediately due and payable. However, at any time after a declaration of acceleration has been made, but
before a judgment or decree for payment of the money due has been obtained, the holders of not less than a majority in aggregate principal
amount of a series of outstanding debt securities may, subject to conditions specified in the indenture, rescind and annul that declaration.

        If an event of default in the case of certain events of bankruptcy exists, the principal amount of all debt securities outstanding under the
indentures shall automatically, and without any declaration or other action on the part of the trustee or any holder of such outstanding debt,
become immediately due and payable.

        Subject to the provisions of the indentures relating to the duties of the trustee, if an event of default then exists, the trustee will be under no
obligation to exercise any of its rights or powers under the indentures (other than the payment of any amounts on the debt securities furnished to
it pursuant
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to the indenture) at your (or any other person's) request, order or direction, unless you have (or such other person has) offered to the trustee
security or indemnity satisfactory to the trustee. Subject to the provisions for the security or indemnification of the trustee, the holders of a
majority in aggregate principal amount of a series of outstanding debt securities have the right to direct the time, method and place of conducting
any proceeding for any remedy available to the trustee, or exercising any trust or power conferred on the trustee in connection with the debt
securities of that series.

Legal Proceedings and Enforcement of Right to Payment

        You will not have any right to institute any proceeding in connection with the indentures or for any remedy under the indentures, unless you
have previously given to the trustee written notice of a continuing event of default with respect to debt securities of that series. In addition, the
holders of at least 25% in aggregate principal amount of a series of the outstanding debt securities must have made written request, and offered
security or indemnity satisfactory to the trustee, to the trustee to institute that proceeding as trustee, and, within 60 days following the receipt of
that notice, the trustee must not have received from the holders of a majority in aggregate principal amount of the outstanding debt securities of
that series a direction inconsistent with that request, and must have failed to institute the proceeding. However, you will have an absolute and
unconditional right to receive payment of the principal of, premium, if any, and interest on that debt security on or after the due dates expressed
in the debt security (or, in the case of redemption, on or after the redemption date) and to institute a suit for the enforcement of that payment.

Satisfaction and Discharge

        Each indenture provides that when, among other things, all debt securities of a series not previously delivered to the trustee for cancellation:

�
have become due and payable,

�
will become due and payable at their stated maturity within one year, or

�
are to be called for redemption within one year under arrangements satisfactory to the trustee for the giving of notice of
redemption by the trustee in our name and at our expense,

and we deposit or cause to be deposited with the trustee, money or United States government obligations or a combination thereof, as trust funds,
in an amount (such amount to be certified in the case of United States government obligations) to be sufficient to pay and discharge the entire
indebtedness on the debt securities of such series not previously delivered to the trustee for cancellation, for the principal, and premium, if any,
and interest to the date of the deposit or to the stated maturity or redemption date, as the case may be, then the indenture will cease to be of
further effect with respect to debt securities of such series, and we will be deemed to have satisfied and discharged the indenture with respect to
debt securities of such series. However, we will continue to be obligated to pay all other sums due under the indenture and to provide the
officers' certificates and opinions of counsel described in the indenture.

13

Edgar Filing: PRINCIPAL CAPITAL III - Form S-3ASR

24



Defeasance and Covenant Defeasance

        Unless we state otherwise in the applicable prospectus supplement, each indenture provides that we may discharge all of our obligations,
other than as to transfers and exchanges and certain other specified obligations, under any series of the debt securities at any time, and that we
may also be released from our obligations described above under "Limitation upon Liens" and "Consolidation, Merger and Sale of Assets" and
from certain other obligations, including obligations imposed by supplemental indentures with respect to that series, if any, and elect not to
comply with those sections and obligations without creating an event of default. Discharge under the first procedure is called "defeasance" and
under the second procedure is called "covenant defeasance."

        Defeasance or covenant defeasance may be effected only if:

�
we irrevocably deposit with the trustee money or United States government obligations or a combination thereof, as trust
funds in an amount certified to be sufficient to pay on the respective stated maturities, the principal of and any premium and
interest on, all outstanding debt securities of that series,

�
we deliver to the trustee an opinion of counsel to the effect that:

�
the holders of the debt securities of that series will not recognize gain or loss for United States federal income tax
purposes as a result of the deposit, defeasance and discharge or as a result of the deposit and covenant defeasance,
and

�
the deposit, defeasance and discharge or the deposit and covenant defeasance will not otherwise alter those
holders' United States federal income tax treatment of principal and interest payments on the debt securities of that
series,

in the case of a defeasance, this opinion must be based on a ruling of the Internal Revenue Service or a change in United States federal income
tax law occurring after the date of execution of the applicable indenture, that result would not occur under current tax law,

�
no event of default under the indenture has occurred and is continuing,

�
such defeasance or covenant defeasance does not result in a breach or violation of, or constitute a default under, any
indenture or other agreement or instrument for borrowed money to which we are a party or by which we are bound,

�
such defeasance or covenant defeasance does not result in the trust arising from such deposit constituting an investment
company within the meaning of the Investment Company Act of 1940 unless such trust shall be registered under the
Investment Company Act of 1940 or exempt from registration thereunder,

�
we deliver to the trustee an officers' certificate and an opinion of counsel, each stating that all conditions precedent with
respect to such defeasance or covenant defeasance have been complied with, and

�
other conditions specified in the indentures are met.

        The subordinated indenture will not be discharged as described above if we have defaulted in the payment of principal of, premium, if any,
or interest on any senior indebtedness, as defined below under "Subordination under the Subordinated Indenture," and that default is continuing
or another event of default on the senior indebtedness then exists and has resulted in the senior indebtedness becoming or being declared due and
payable prior to the date it otherwise would have become due and payable.

14

Edgar Filing: PRINCIPAL CAPITAL III - Form S-3ASR

25



Conversion or Exchange

        We may issue debt securities that we may convert or exchange into common stock or other securities, property or assets. If so, we will
describe the specific terms on which the debt securities may be converted or exchanged in the applicable prospectus supplement. The conversion
or exchange may be mandatory, at your option, or at our option. The applicable prospectus supplement will describe the manner in which the
shares of common stock or other securities, property or assets you would receive would be issued or delivered.

Subordination Under the Subordinated Indenture

        In the subordinated indenture, we have agreed, and holders of subordinated indebtedness will be deemed to have agreed, that any
subordinated debt securities are subordinate and junior in right of payment to all senior indebtedness to the extent provided in the subordinated
indenture.

        Upon any payment or distribution of assets to creditors upon any liquidation, dissolution, winding up, reorganization, assignment for the
benefit of creditors, marshaling of assets or any bankruptcy, insolvency, debt restructuring or similar proceeding in connection with our
insolvency or bankruptcy, the holders of senior indebtedness will first be entitled to receive payment in full of principal of, premium, if any, and
interest on the senior indebtedness before the holders of subordinated debt securities will be entitled to receive or retain any payment of the
principal of, premium, if any, or interest on the subordinated debt securities.

        If the maturity of any subordinated debt securities is accelerated, the holders of all senior indebtedness outstanding at the time of the
acceleration will first be entitled to receive payment in full of all amounts due, including any amounts due upon acceleration, before you will be
entitled to receive any payment of the principal of, premium, if any, or interest on the subordinated debt securities.

        We will not make any payments of principal of, premium, if any, or interest on the subordinated debt securities or for the acquisition of
subordinated debt securities (other than any sinking fund payment) if:

�
a default in any payment on senior indebtedness then exists,

�
an event of default on any senior indebtedness resulting in the acceleration of its maturity then exists, or

�
any judicial proceeding is pending in connection with default.

        When we use the term "indebtedness" we mean, with respect to any person, whether recourse is to all or a portion of the assets of that
person and whether or not contingent:

�
every obligation of, or any obligation guaranteed by, that person for money borrowed,

�
every obligation of, or any obligation guaranteed by, that person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with the acquisition of property, assets or businesses but excluding
the obligation to pay the deferred purchase price of any such property, assets or business if payable in full within 90 days
from the date such indebtedness was created,

�
every capital lease obligation of that person,

�
leases of property or assets made as part of any sale and lease-back transaction to which that person is a party, and

�
any amendments, renewals, extensions, modifications and refundings of any such indebtedness.
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        The term "indebtedness" does not include trade accounts payable or accrued liabilities arising in the ordinary course of business.

        When we use the term "senior indebtedness" we mean the principal of, premium, if any, and interest on indebtedness, whether incurred on,
prior to, or after the date of the subordinated indenture, unless the instrument creating or evidencing that indebtedness or pursuant to which that
indebtedness is outstanding states that those obligations are not superior in right of payment to the subordinated debt securities or to other
indebtedness which ranks equally with, or junior to, the subordinated debt securities. Interest on this senior indebtedness includes interest
accruing on or after the filing of any petition in bankruptcy or for reorganization relating to Principal Financial Group, Inc., whether or not the
claim for post-petition interest is allowed in that proceeding.

        The subordinated indenture does not limit the amount of additional senior indebtedness that we may incur. We expect from time to time to
incur additional senior indebtedness.

        The subordinated indenture provides that we may change the subordination provisions relating to any particular issue of subordinated debt
securities prior to issuance. We will describe any change in the prospectus supplement relating to the subordinated debt securities.

Governing Law

        The indentures and the debt securities will be governed by and construed in accordance with the laws of the State of New York, without
regard to conflicts of laws principles thereof.

Concerning the Trustees

        The trustee under each indenture will have all the duties and responsibilities of an indenture trustee specified in the Trust Indenture Act.
Neither trustee is required to expend or risk its own funds or otherwise incur financial liability in performing its duties or exercising its rights
and powers if it reasonably believes that it is not reasonably assured of repayment or adequate indemnity.

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

        We will issue the junior subordinated debt securities in one or more series under a junior subordinated indenture to be entered into between
us, the Subsidiary Guarantor, as guarantor, and Wilmington Trust Company, as trustee. We refer to this junior subordinated indenture in this
prospectus as the junior subordinated debt security indenture. We may also issue junior subordinated debt under our junior subordinated
debenture indenture. Unless otherwise specified in a prospectus supplement, each series of junior subordinated debt issued under our junior
subordinated debt security indenture or our junior subordinated debenture indenture will rank equally with all other such series and will be
unsecured, junior and subordinated, as described in the applicable indenture, to all of our senior indebtedness, as defined in such applicable
indenture, including all debt issued under our senior indenture or subordinated indenture. See "Junior Subordinated Debentures" for a description
of our junior subordinated debenture indenture and junior subordinated debentures.

        We may, in certain circumstances, without notice to or consent of the holders of the junior subordinated debt securities, issue additional
junior subordinated debt securities having the same terms and conditions as junior subordinated debt securities previously issued under this
prospectus and any applicable prospectus supplement, so that such additional junior subordinated debt securities and the junior subordinated
debt securities previously offered under this prospectus and any applicable prospectus supplement form a single series, and references in this
prospectus and any applicable prospectus supplement to the junior subordinated debt securities shall include, unless the context otherwise
requires, any further junior subordinated debt securities issued as described in this paragraph.

        The following description of the terms of the junior subordinated debt securities and any associated subsidiary guarantee is a summary. It
summarizes only those terms of the junior subordinated debt securities and any associated subsidiary guarantee which we believe will be most
important to your decision to invest in our junior subordinated debt securities. You should keep in mind, however, that it is the junior
subordinated debt security indenture, and not this summary, which defines your rights as a holder of our junior subordinated debt securities.
There may be other provisions in the junior subordinated debt security indenture which are also important to you. You should read the junior
subordinated debt security indenture for a full description of the terms of the junior subordinated debt securities. The junior subordinated debt
security indenture is filed as an exhibit to the registration statement that includes this prospectus. See "Where You Can Find More Information"
for information on how to obtain a copy of the junior subordinated debt security indenture.

Ranking of the Junior Subordinated Debt Securities

        Each series of junior subordinated debt securities will rank equally with all of our equally ranking debt securities including, unless
otherwise specified in the prospectus supplement relating to such series or such securities, all other series of junior subordinated debt securities
and with all series of our junior subordinated debentures, and will be unsecured and subordinate and junior, as described in the junior
subordinated debt security indenture, to all of our senior indebtedness as defined in the junior subordinated debt security indenture, which
includes all debt issued under our senior indenture or subordinated indenture. See "�Subordination."

        We are an insurance holding company with no direct operations whose assets include all of the outstanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantor is an intermediary holding company with no direct operations whose assets include all of the
outstanding shares of Principal Life and other subsidiaries. As a consequence, our ability to satisfy our obligations under the junior subordinated
debt securities and the Subsidiary Guarantor's ability to satisfy its obligations under the subsidiary guarantee will depend in large part on the
ability of our insurance company and other subsidiaries to declare and distribute dividends or to advance money in the form of
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intercompany loans. Our insurance company subsidiaries are subject to various statutory and regulatory restrictions, applicable to insurance
companies generally, that limit the amount of cash dividends, loans and advances that those subsidiaries may pay. Regulations relating to capital
requirements affecting some of our other subsidiaries also restrict their ability to pay dividends and other distributions and make loans to us. The
payment of dividends from Principal Life to the Subsidiary Guarantor is subject to restrictions set forth in the insurance laws of the State of
Iowa. As a result, our cash flows and ability to service our obligations, including the junior subordinated debt securities, are dependent upon the
earnings of our subsidiaries, distributions of those earnings to us and other payments or distributions of funds by our subsidiaries to us. In
addition, the junior subordinated debt securities will be effectively subordinated to all existing and future liabilities of our subsidiaries, including
the Subsidiary Guarantor, and the subsidiary guarantee will be effectively subordinated to all existing and future liabilities of the Subsidiary
Guarantor's subsidiaries, including obligations to policyholders.

        Unless we state otherwise in the applicable prospectus supplement, the junior subordinated debt security indenture does not limit us from
incurring or issuing other secured or unsecured debt under the junior subordinated debt security indenture or any other indenture that we may
have entered into or enter into in the future. See "�Subordination" and the prospectus supplement relating to any offering of securities.

Terms of the Junior Subordinated Debt Securities

        We may issue the junior subordinated debt securities in one or more series through an indenture that supplements the junior subordinated
debt security indenture or through a resolution of our board of directors or an authorized committee of our board of directors.

        You should refer to the applicable prospectus supplement for the specific terms of the junior subordinated debt securities. These may
include:

�
the title and any limit upon the aggregate principal amount,

�
the date(s) on which the principal is payable or the method of determining those date(s),

�
the interest rate(s) or the method of determining these interest rate(s),

�
the date(s) on which interest will be payable or the method of determining these date(s),

�
the circumstances in which interest may be deferred, if any,

�
the regular record date or the method of determining this date,

�
the place or places where we may pay principal, premium, if any, and interest,

�
conversion or exchange provisions, if any,

�
the redemption or early payment provisions,

�
the authorized denominations,

�
the currency, currencies or currency units in which we may pay the purchase price for, the principal of, premium, if any, and
interest on the junior subordinated debt securities,

�
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additions to or changes in the events of default or any changes in any of our covenants specified in the junior subordinated
debt security indenture,

�
any index or indices used to determine the amount of payments of principal and premium, if any, or the method of
determining these amounts,

�
whether a temporary global security will be issued and the terms upon which you may exchange a temporary global security
for definitive junior subordinated debt securities,
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�
whether we will issue the junior subordinated debt securities, in whole or in part, in the form of one or more global
securities,

�
the terms and conditions of any obligation or right we would have to convert or exchange the junior subordinated debt
securities into preferred securities or other securities,

�
provided the junior subordinated debt securities are non-convertible, whether the Subsidiary Guarantor will guarantee, on an
unsecured junior subordinated basis, our obligations under the junior subordinated debt securities and, if so, the material
terms of such subsidiary guarantee, and

�
any other special terms of such junior subordinated debt securities or related subsidiary guarantee.

Special Payment Terms of the Junior Subordinated Debt Securities

        We may issue junior subordinated debt securities at a substantial discount below their stated principal amount, bearing no interest or
interest at a rate which at the time of issuance is below market rates. We will describe United States federal income tax consequences and special
considerations relating to any junior subordinated debt securities in the applicable prospectus supplement.

        The purchase price of any of the junior subordinated debt securities may be payable in one or more foreign currencies or currency units.
The junior subordinated debt securities may be denominated in one or more foreign currencies or currency units, or the principal of, premium, if
any, or interest on any junior subordinated debt securities may be payable in one or more foreign currencies or currency units. We will describe
the restrictions, elections, United States federal income tax considerations, specific terms and other information relating to the junior
subordinated debt securities and the foreign currency units in the applicable prospectus supplement.

        If we use any index to determine the amount of payments of principal of, premium, if any, or interest on any series of junior subordinated
debt securities, we will also describe special United States federal income tax, accounting and other considerations relating to the junior
subordinated debt securities in the applicable prospectus supplement.

Denominations, Registration and Transfer

        Unless we state otherwise in the applicable prospectus supplement, we will issue the junior subordinated debt securities only in registered
form without coupons in denominations of $25 and any integral multiple of $25. Junior subordinated debt securities of any series will be
exchangeable for other junior subordinated debt securities of the same issue and series, of any authorized denomination of a like aggregate
principal amount, of the same original issue date and stated maturity and bearing the same interest rate.

        You may present junior subordinated debt securities for exchange as described above, or for registration of transfer, at the office of the
securities registrar or at the office of any transfer agent we designate for that purpose. You will not incur a service charge but you must pay any
taxes and other governmental charges as described in the junior subordinated debt security indenture. We will appoint the debenture trustee as
securities registrar under the junior subordinated debt security indenture. We may at any time rescind the designation of any transfer agent that
we initially designate or approve a change in the location through which the transfer agent acts. We must maintain a transfer agent in each place
of payment. We will specify the transfer agent in the applicable prospectus supplement. We may at any time designate additional transfer agents.
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        If we redeem any junior subordinated debt securities, neither we nor the debenture trustee will be required to:

�
issue, register the transfer of, or exchange junior subordinated debt securities during a period beginning at the opening of
business 15 days before the day of selection for redemption of the junior subordinated debt securities and ending at the close
of business on the day of mailing of the relevant notice of redemption, or

�
transfer or exchange any junior subordinated debt securities selected for redemption, except for any portion not redeemed of
any junior subordinated debt security that is being redeemed in part.

Global Junior Subordinated Debt Securities

        We may issue a series of junior subordinated debt securities in the form of one or more global junior subordinated debt securities. We will
identify the depositary holding the global junior subordinated debt securities in the applicable prospectus supplement. We will issue global
junior subordinated debt securities only in fully registered form and in either temporary or permanent form. Unless it is exchanged for an
individual junior subordinated debt security, a global junior subordinated debt security may not be transferred except:

�
by the depositary to its nominee,

�
by a nominee of the depositary to the depositary or another nominee, or

�
by the depositary or any nominee to a successor depositary, or any nominee of the successor.

        We will describe the specific terms of the depositary arrangement in the applicable prospectus supplement. We expect that the following
provisions will generally apply to these depositary arrangements.

Beneficial Interests in a Global Junior Subordinated Debt Security

        If we issue a global junior subordinated debt security, the depositary for the global junior subordinated debt security or its nominee will
credit on its book-entry registration and transfer system the principal amounts of the individual junior subordinated debt securities represented
by the global junior subordinated debt security to the accounts of persons that have accounts with it. We refer to those persons as "participants"
in this prospectus. The accounts will be designated by the dealers, underwriters or agents for the junior subordinated debt securities, or by us if
the junior subordinated debt securities are offered and sold directly by us. Ownership of beneficial interests in a global junior subordinated debt
security will be limited to participants or persons that may hold interests through participants. Ownership and transfers of beneficial interests in
the global junior subordinated debt security will be shown on, and effected only through, records maintained by the applicable depositary or its
nominee, for interests of participants, and the records of participants, for interests of persons who hold through participants. The laws of some
states require that you take physical delivery of securities in definitive form. These limits and laws may impair your ability to transfer beneficial
interests in a global junior subordinated debt security.

        So long as the depositary or its nominee is the registered owner of the global junior subordinated debt security, the depositary or the
nominee will be considered the sole owner or holder of the junior subordinated debt securities represented by the global junior subordinated debt
security for all purposes under the junior subordinated debt security indenture. Except as provided below, you:

�
will not be entitled to have any of the individual junior subordinated debt securities represented by the global junior
subordinated debt security registered in your name,
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�
will not receive or be entitled to receive physical delivery of any junior subordinated debt securities in definitive form, and

�
will not be considered the owner or holder of the junior subordinated debt security under the junior subordinated debt
security indenture.

Payments of Principal, Premium and Interest

        We will make principal, premium and interest payments on global junior subordinated debt securities to the depositary that is the registered
holder of the global junior subordinated debt security or its nominee. The depositary for the junior subordinated debt securities will be solely
responsible and liable for all payments made on account of your beneficial ownership interests in the global junior subordinated debt security
and for maintaining, supervising and reviewing any records relating to your beneficial ownership interests.

        We expect that the depositary or its nominee, upon receipt of principal, premium or interest payments, immediately will credit participants'
accounts with amounts in proportion to their respective beneficial interests in the principal amount of the global junior subordinated debt
security as shown on the records of the depositary or its nominee. We also expect that payments by participants to you, as an owner of a
beneficial interest in the global junior subordinated debt security held through those participants, will be governed by standing instructions and
customary practices, as is now the case with securities held for the accounts of customers in bearer form or registered in "street name." These
payments will be the responsibility of those participants.

Issuance of Individual Junior Subordinated Debt Securities

        Unless we state otherwise in the applicable prospectus supplement, if a depositary for a series of junior subordinated debt securities is at
any time unwilling, unable or ineligible to continue as depositary, we will issue individual junior subordinated debt securities in exchange for the
global junior subordinated debt security. In addition, we may at any time and in our sole discretion, subject to any limitations described in the
prospectus supplement relating to the junior subordinated debt securities, determine not to have any junior subordinated debt securities
represented by one or more global junior subordinated debt securities. If that occurs, we will issue individual junior subordinated debt securities
in exchange for the global junior subordinated debt security.

        Further, we may specify that you may, on terms acceptable to us, the debenture trustee and the depositary for the global junior subordinated
debt security, receive individual junior subordinated debt securities in exchange for your beneficial interest in a global junior subordinated debt
security, subject to any limitations described in the prospectus supplement relating to the junior subordinated debt securities. In that instance,
you will be entitled to physical delivery of individual junior subordinated debt securities equal in principal amount to that beneficial interest and
to have the junior subordinated debt securities registered in your name. Unless we otherwise specify, those individual junior subordinated debt
securities will be issued in denominations of $25 and integral multiples of $25.

Payment and Paying Agents

        Unless we state otherwise in the applicable prospectus supplement, we will pay principal of, premium, if any, and interest on your junior
subordinated debt securities at the office of the debenture trustee or at the office of any paying agent that we may designate.

        Unless we state otherwise in the applicable prospectus supplement, we will pay any interest on junior subordinated debt securities to the
registered owner of the junior subordinated debt security at the close of business on the regular record date for the interest, except in the case of
defaulted interest. We may at any time designate additional paying agents or rescind the designation of any
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paying agent. We must maintain a paying agent in each place of payment for the junior subordinated debt securities.

        Any moneys deposited with the debenture trustee or any paying agent, or then held by us in trust, for the payment of the principal of,
premium, if any, and interest on any junior subordinated debt security that remain unclaimed for two years after the principal, premium or
interest has become due and payable will, at our request, be repaid to us. After repayment to us, you are entitled to seek payment only from us as
a general unsecured creditor.

Redemption

        Unless we state otherwise in the applicable prospectus supplement, junior subordinated debt securities will not be subject to any sinking
fund.

        We may, at our option, redeem any series of junior subordinated debt securities after its issuance date in whole or in part at any time and
from time to time. We may redeem junior subordinated debt securities in denominations larger than $25 but only in integral multiples of $25.

Redemption Price

        Except as we may otherwise specify in the applicable prospectus supplement, the redemption price for any junior subordinated debt security
shall be equal to the sum of (i) any accrued and unpaid interest as of the redemption date, and (ii) the greater of:

�
the principal amount, and

�
an amount equal to:

�
for junior subordinated debt securities bearing interest at a fixed rate, the discounted remaining fixed amount
payments, calculated as described below, or

�
for junior subordinated debt securities bearing interest determined by reference to a floating rate, the discounted
swap equivalent payments, calculated as described below.

        The discounted remaining fixed amount payments will equal the sum of the current values of the amounts of interest and principal that
would have been payable by us on each interest payment date after the redemption date and at stated maturity of the final payment of principal.
This calculation will take into account any required sinking fund payments, but will otherwise assume that we have not redeemed the junior
subordinated debt security prior to the stated maturity.

        The current value of any amount is the present value of that amount on the redemption date after discounting that amount on a monthly,
quarterly or semiannual basis, whichever corresponds to the interest payment date periods of the related series of junior subordinated debt
securities, from the originally scheduled date for payment. We will use the treasury rate to calculate this present value.

        The treasury rate is a per annum rate, expressed as a decimal and, in the case of United States Treasury bills, converted to a per annum
yield, determined on the redemption date to be the per annum rate equal to the semiannual bond equivalent yield to maturity, adjusted to reflect
monthly or quarterly compounding in the case of junior subordinated debt securities having monthly or quarterly interest payment dates for
United States Treasury securities maturing at the stated maturity of the final payment of principal of the junior subordinated debt securities
redeemed. We will determine this rate by reference to the weekly average yield to maturity for United States Treasury securities maturing on
that stated maturity if reported in the most recent Statistical Release H.15(519) of the Board of Governors of the Federal Reserve. If no such
securities mature at the stated maturity, we will determine the rate by interpolation between the most recent weekly average yields to maturity
for two series of United States Treasury securities, (1) one maturing as close as possible to, but earlier than,
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the stated maturity and (2) the other maturing as close as possible to, but later than, the stated maturity, in each case as published in the most
recent Statistical Release H.15(519) of the Board of Governors of the Federal Reserve.

        The discounted swap equivalent payments will equal the sum of:

�
the current value of the amount of principal that would have been payable by us pursuant to the terms of the junior
subordinated debt security at the stated maturity of the final payment of the principal of the junior subordinated debt
securities. This calculation will take into account any required sinking fund payments but will otherwise assume that we had
not redeemed the junior subordinated debt security prior to the stated maturity, and

�
the sum of the current values of the fixed rate payments that leading interest rate swap dealers would require to be paid by an
assumed fixed rate payer having the same credit standing as ours against floating rate payments to be made by these leading
dealers equal to the interest payments on the junior subordinated debt securities being redeemed, taking into account any
required sinking fund payment, but otherwise assuming we had not redeemed the junior subordinated debt security prior to
the stated maturity, under a standard interest rate swap agreement having a notional principal amount equal to the principal
amount of the junior subordinated debt securities, a termination date set at the stated maturity of the junior subordinated debt
securities and payment dates for both fixed and floating rate payers set at each interest payment date of the junior
subordinated debt securities. The amount of the fixed rate payments will be based on quotations received by the trustee, or
an agent appointed for that purpose, from four leading interest rate swap dealers or, if quotations from four leading interest
rate swap dealers are not obtainable, three leading interest rate swap dealers.

Special Event Redemption

        Unless we state otherwise in the applicable prospectus supplement, if a special event relating to a series of junior subordinated debt
securities then exists, we may, at our option, redeem the series of junior subordinated debt securities in whole, but not in part, on any date within
90 days of the special event occurring. The redemption price will equal the principal amount of the junior subordinated debt securities then
outstanding plus accrued and unpaid interest to the date fixed for redemption.

        A "special event" means a "tax event" or an "investment company event." A "tax event" occurs when a trust receives an opinion of counsel
experienced in these matters to the effect that, as a result of any amendment to, or change, including any announced prospective change in, the
laws or regulations of the United States or any political subdivision or taxing authority affecting taxation, or as a result of any official
administrative pronouncement or judicial decision interpreting or applying those laws or regulations, which amendment or change is effective or
pronouncement or decision is announced on or after the date of issuance of the preferred securities of a trust, there is more than an insubstantial
risk that:

�
the trust is, or will be within 90 days of that date, subject to United States federal income tax with respect to income received
or accrued on the corresponding series of junior subordinated debt securities;

�
interest payable by us on the series of junior subordinated debt securities is not, or within 90 days of that date, will not be,
deductible, in whole or in part, for United States federal income tax purposes; or

�
the trust is, or will be within 90 days of that date, subject to more than a de minimis amount of other taxes, duties or other
governmental charges.
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         An "investment company event" occurs when, in respect of a trust, there is a change in law or regulation, or a change in interpretation or
application of law or regulation, by any legislative body, court, governmental agency or regulatory authority such that such trust is or will be
considered an "investment company" that is required to be registered under the Investment Company Act of 1940, which change becomes
effective on or after the date of issuance of the preferred securities of a trust.

Notice of Redemption

        Unless we state otherwise in the applicable prospectus supplement, we will mail notice of any redemption of your junior subordinated debt
securities at least 30 days but not more than 60 days before the redemption date to you at your registered address. Unless we default in payment
of the redemption price, on and after the redemption date interest will cease to accrue on the junior subordinated debt securities or the portions
called for redemption.

Option to Defer Payment of Interest

        If provided in the applicable prospectus supplement, we will have the right during the term of any series of junior subordinated debt
securities to defer payment of interest otherwise due and payable on the junior subordinated debt securities for a period, subject to the terms,
conditions and covenants specified in the prospectus supplement. However, we may not defer payment of interest beyond the maturity of the
junior subordinated debt securities. We will describe the United States federal income tax consequences and special considerations relating to
any junior subordinated debt securities in the applicable prospectus supplement.

        If we exercise this right, during the deferral period we and our subsidiaries may not, except as otherwise stated in the applicable prospectus
supplement:

�
declare or pay any dividends or distributions on, or redeem, purchase, acquire or make a liquidation payment on, any of our
capital stock, or

�
make any payment of principal, premium, if any, or interest on or repay, repurchase or redeem any debt securities or
guarantees that rank equally with or junior in interest to the junior subordinated debt securities,

other than:

�
dividends or distributions on our common stock,

�
redemptions or purchases of any rights pursuant to our rights plan, or any successor to our rights plan, and the declaration of
a dividend of these rights in the future, and

�
payments under any guarantee.

Modification of Indenture

        We, the debenture trustee and, if applicable, the Subsidiary Guarantor may, without the consent of the holders of junior subordinated debt
securities, amend, waive or supplement the junior subordinated debt security indenture for specified purposes, including, among other things,
curing ambiguities, defects or inconsistencies. However, no action may materially adversely affect the interests of holders of any series of junior
subordinated debt securities or, in the case of corresponding junior subordinated debt securities, the holders of the corresponding series of
preferred securities so long as they remain outstanding. We may also amend the junior subordinated debt security indenture to maintain the
qualification of the junior subordinated debt security indenture under the Trust Indenture Act.
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        We, the debenture trustee and, if applicable, the Subsidiary Guarantor may, with the consent of the holders of not less than a majority in
principal amount of the series of junior subordinated debt securities affected, modify the junior subordinated debt security indenture in a manner
affecting the rights of the holders of junior subordinated debt securities. However, no modification may, without the consent of the holder of
each outstanding junior subordinated debt security affected:

�
change the stated maturity of the junior subordinated debt securities,

�
reduce the principal amount of the junior subordinated debt securities,

�
reduce the rate or, except as permitted by the junior subordinated debt security indenture and the terms of the series of junior
subordinated debt securities, extend the time of payment of interest on the junior subordinated debt securities, or

�
reduce the percentage of principal amount of the junior subordinated debt securities, the holders of which are required to
consent to the modification of the junior subordinated debt security indenture.

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

�
no such modification may be made that adversely affects the holders of the preferred securities,

�
no termination of the junior subordinated debt security indenture may occur, and

�
no waiver of any debenture event of default or compliance with any covenant under the junior subordinated debt security
indenture may be effective,

without the prior consent of the holders of at least a majority of the aggregate liquidation preference of the preferred securities unless the
principal of the corresponding junior subordinated debt securities and all accrued and unpaid interest on the corresponding junior subordinated
debt securities have been paid in full and other conditions are satisfied.

        In addition, we, the debenture trustee and, if applicable, the Subsidiary Guarantor may execute, without your consent, any supplemental
indenture for the purpose of creating any new series of junior subordinated debt securities.

Debenture Events of Default

        Under the terms of the junior subordinated debt security indenture, each of the following constitutes a debenture event of default for a series
of junior subordinated debt securities:

�
failure for 30 days to pay any interest on the series of junior subordinated debt securities when due, subject to the deferral of
any due date in the case of an extension period,

�
failure to pay any principal or premium, if any, on the series of junior subordinated debt securities when due, including at
maturity, upon redemption or by declaration,

�
failure to observe or perform in any material respect specified other covenants contained in the junior subordinated debt
security indenture for 90 days after written notice from the debenture trustee or the holders of at least 25% in principal
amount of the relevant series of outstanding junior subordinated debt securities,

�
certain events of our bankruptcy, insolvency or receivership, or
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�
any other event of default described in the applicable board resolution, guarantee or supplemental indenture under which the
series of debt securities is issued.

Effect of Event of Default

        The holders of a majority in outstanding principal amount of the series of junior subordinated debt securities have the right to direct the
time, method and place of conducting any proceeding for any remedy available to the debenture trustee. The debenture trustee or the holders of
not less than 25% in aggregate outstanding principal amount of the series of junior subordinated debt securities may declare the principal due
and payable immediately upon a debenture event of default. In the case of corresponding junior subordinated debt securities, if the debenture
trustee or the holders of the corresponding junior subordinated debt securities fail to make this declaration, the holders of at least 25% in
aggregate liquidation preference of the corresponding series of preferred securities will have that right.

Waiver of Event of Default

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

�
the event of default is other than our non-payment of the principal of the junior subordinated debt securities which has
become due solely by such acceleration and all other events of default have been cured or waived, and

�
we have paid or deposited with the debenture trustee a sum sufficient to pay:

�
all overdue installments of interest (including interest on overdue installments of interest) and principal (and premium, if
any) due other than by acceleration, and

�
certain amounts owing to the debenture trustee, its agents and counsel.

        The holders of a majority in aggregate outstanding principal amount of the junior subordinated debt securities affected by the default may,
on behalf of the holders of all the junior subordinated debt securities, waive any past default and its consequences, except:

�
a default in the payment of principal (or premium, if any) or interest, and

�
a default relating to a covenant or provision which under the junior subordinated debt security indenture cannot be modified
or amended without the consent of the holder of each outstanding junior subordinated debt security.

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

Direct Actions by Holders of Trust Preferred Securities

        If a debenture event of default is attributable to our failure to pay interest or principal on the corresponding junior subordinated debt
securities on the date the interest or principal is payable, you, as a holder of preferred securities, may institute a legal proceeding directly against
us or any guarantor, which we refer to in this prospectus as a "direct action," for enforcement of payment to you of the principal of or interest on
the corresponding junior subordinated debt securities having a principal amount equal to the aggregate liquidation amount of your related
preferred securities.
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        We may not amend the junior subordinated debt security indenture to remove the right to bring a direct action without the prior written
consent of the holders of all of the preferred securities. If the right to bring a direct action is removed, the applicable issue may become subject
to the reporting obligations under the Securities Exchange Act of 1934, as amended. We have the right under the junior subordinated debt
security indenture to set-off any payment made to you as a holder of preferred securities by us in connection with a direct action. You will not be
able to exercise directly any other remedy available to holders of the corresponding junior subordinated debt securities.

        You will not be able to exercise directly any remedies other than those described in the preceding paragraph available to holders of the
junior subordinated debt securities unless there has been an event of default under the trust agreement.

Consolidation, Merger, Sale of Assets and Other Transactions

        We will not consolidate with or merge into any other corporation or convey, transfer or lease our properties and assets substantially as an
entirety to any person, and no person will consolidate with or merge into us or convey, transfer or lease its properties and assets substantially as
an entirety to us, unless:

�
if we consolidate with or merge into another corporation or convey or transfer our properties and assets substantially as an
entirety to any person, the successor corporation is organized under the laws of the United States or any state or the District
of Columbia, and the successor corporation expressly assumes our obligations relating to the junior subordinated debt
securities,

�
immediately after giving effect to the consolidation, merger, conveyance or transfer, there exists no debenture event of
default, and no event which, after notice or lapse of time or both, would become a debenture event of default,

�
in the case of corresponding junior subordinated debt securities, the transaction is permitted under the related trust agreement
or guarantee and does not give rise to any breach or violation of the related trust agreement or guarantee, and

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

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

Satisfaction and Discharge

        The junior subordinated debt security indenture provides that when, among other things, all junior subordinated debt securities of a series
not previously delivered to the debenture trustee for cancellation:

�
have become due and payable, or

�
will become due and payable at their stated maturity within one year,

and we deposit or cause to be deposited with the debenture trustee, in trust, an amount in the currency or currencies in which the junior
subordinated debt securities are payable sufficient to pay and discharge the entire indebtedness on the junior subordinated debt securities of such
series not previously delivered to the debenture trustee for cancellation, for the principal, premium, if any, and interest on the date of the deposit
or to the stated maturity, as the case may be, then the junior subordinated debt security indenture will cease to be of further effect with respect to
junior
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subordinated debt securities of such series and we will be deemed to have satisfied and discharged the indenture with respect to junior
subordinated debt securities of such series. However, we will continue to be obligated to pay all other sums due under the junior subordinated
debt security indenture and to provide the officers' certificates and opinions of counsel described in the junior subordinated debt security
indenture.

Conversion or Exchange

        We may issue junior subordinated debt securities that we may convert or exchange into preferred securities or other securities, property or
assets. If so, we will describe the specific terms on which junior subordinated debt securities may be converted or exchanged in the applicable
prospectus supplement. The conversion or exchange may be mandatory, at your option or at our option. The applicable prospectus supplement
will state the manner in which the preferred securities or other securities, property or assets you would receive would be issued or delivered.

Subordination

        In the junior subordinated debt security indenture, we have agreed, and holders of junior subordinated debt securities will be deemed to
have agreed, that any junior subordinated debt security is subordinate and junior in right of payment to all senior indebtedness to the extent
provided in the junior subordinated debt security indenture.

        Upon any payment or distribution of assets to creditors upon any liquidation, dissolution, winding up, reorganization, assignment for the
benefit of creditors, marshaling of assets or any bankruptcy, insolvency, debt restructuring or similar proceeding in connection with our
insolvency or bankruptcy, the holders of senior indebtedness will first be entitled to receive payment in full of principal of, premium, if any, and
interest on the senior indebtedness before the holders of junior subordinated debt securities will be entitled to receive or retain any payment of
the principal of, premium, if any, or interest on the junior subordinated debt securities.

        If the maturity of any junior subordinated debt security is accelerated, the holders of all senior indebtedness outstanding at the time of the
acceleration will first be entitled to receive payment in full of all amounts due, including any amounts due upon acceleration, before you will be
entitled to receive any payment of the principal of, premium, if any, or interest on the junior subordinated debt securities.

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

�
a default in any payment on senior indebtedness then exists,

�
an event of default on any senior indebtedness resulting in the acceleration of its maturity then exists, or

�
any judicial proceeding is pending in connection with default.

        When we use the term "indebtedness" we mean, with respect to any person, whether recourse is to all or a portion of the assets of that
person and whether or not contingent:

�
every obligation of, or any obligation guaranteed by, that person for money borrowed,

�
every obligation of, or any obligation guaranteed by, that person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with
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the acquisition of property, assets or businesses but excluding the obligation to pay the deferred purchase price of any such
property, assets or business if payable in full within 90 days from the date such indebtedness was created,

�
every capital lease obligation of that person,

�
leases of property or assets made as part of any sale and lease-back transaction to which that person is a party, and

�
any amendments, renewals, extensions, modifications and refundings of any such indebtedness.

        The term "indebtedness" does not include trade accounts payable or accrued liabilities arising in the ordinary course of business.

        When we use the term "senior indebtedness" we mean the principal of, premium, if any, and interest on indebtedness, whether incurred on,
prior to, or after the date of the junior subordinated debt security indenture, unless the instrument creating or evidencing that indebtedness or
pursuant to which that indebtedness is outstanding states that those obligations are not superior in right of payment to the junior subordinated
debt securities or to other indebtedness which ranks equally with, or junior to, the junior subordinated debt securities. Interest on this senior
indebtedness includes interest accruing on or after the filing of any petition in bankruptcy or for reorganization relating to Principal Financial
Group, Inc., whether or not the claim for post-petition interest is allowed in that proceeding.

        The junior subordinated debt security indenture does not limit the amount of additional senior indebtedness that we may incur. We expect
from time to time to incur additional senior indebtedness.

        The junior subordinated debt security indenture provides that we may change the subordination provisions relating to any particular issue of
junior subordinated debt securities prior to issuance. We will describe any change in the prospectus supplement relating to the junior
subordinated debt securities.

Governing Law

        The junior subordinated debt security indenture and the junior subordinated debt securities will be governed by and construed in accordance
with the laws of the State of New York.

Information Concerning the Debenture Trustee

        The debenture trustee will have all the duties and responsibilities of an indenture trustee specified in the Trust Indenture Act. Subject to
those provisions, the debenture trustee is not required to exercise any of its powers under the junior subordinated debt security indenture at your
request, unless you offer reasonable indemnity against the costs, expenses and liabilities which the trustee might incur. The debenture trustee is
not required to expend or risk its own funds or incur personal financial liability in performing its duties if the debenture trustee reasonably
believes that it is not reasonably assured of repayment or adequate indemnity.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

        We will issue the junior subordinated debentures in one or more series under a junior subordinated indenture to be entered into among us,
the Subsidiary Guarantor, as guarantor, and The Bank of New York Trust Company, N.A., as trustee. We refer to this junior subordinated
indenture in this prospectus as the junior subordinated debenture indenture. We may also issue junior subordinated debt under our junior
subordinated debt security indenture. Unless otherwise specified in a prospectus supplement, each series of junior subordinated debt issued
under our junior subordinated debt security indenture or our junior subordinated debenture indenture will rank equally with all other such series
and will be unsecured, junior and subordinated, as described in the applicable indenture, to all of our senior indebtedness, as defined in such
applicable indenture, including all debt issued under our senior indenture or subordinated indenture. See "Junior Subordinated Debt Securities"
for a description of our junior subordinated debt security indenture and junior subordinated debt securities.

        We may, in certain circumstances, without notice to or consent of the holders of the junior subordinated debentures, issue additional junior
subordinated debentures having the same terms and conditions as junior subordinated debentures previously issued under this prospectus and
any applicable prospectus supplement, so that such additional junior subordinated debentures and the junior subordinated debentures previously
offered under this prospectus and any applicable prospectus supplement form a single series, and references in this prospectus and any
applicable prospectus supplement to the junior subordinated debentures shall include, unless the context otherwise requires, any further junior
subordinated debentures issued as described in this paragraph.

        The following description of the terms of the junior subordinated debentures is a summary. It summarizes only those terms of the junior
subordinated debentures which we believe will be most important to your decision to invest in our junior subordinated debentures. You should
keep in mind, however, that it is the junior subordinated debenture indenture, and not this summary, which defines your rights as a holder of our
junior subordinated debentures. There may be other provisions in the junior subordinated debenture indenture which are also important to you.
You should read the junior subordinated debenture indenture for a full description of the terms of the junior subordinated debentures. The junior
subordinated debenture indenture is filed as an exhibit to the registration statement that includes this prospectus. See "Where You Can Find
More Information" for information on how to obtain a copy of the junior subordinated debenture indenture.

Ranking of the Junior Subordinated Debentures

        Each series of junior subordinated debentures will rank equally with all of our equally ranking debt securities including, unless otherwise
specified in the prospectus supplement relating to such series or such securities, all other series of junior subordinated debentures and all series
of our junior subordinated debt securities, and will be unsecured and subordinate and junior, as described in the junior subordinated debenture
indenture, to all of our senior indebtedness as defined in the junior subordinated debenture indenture, which includes all debt issued under our
senior indenture or subordinated indenture. See "�Subordination."

        We are an insurance holding company with no direct operations whose assets include all of the outstanding shares of common stock of the
Subsidiary Guarantor. The Subsidiary Guarantor is an intermediary holding company with no direct operations whose assets include all of the
outstanding shares of Principal Life and other subsidiaries. As a consequence, our ability to satisfy our obligations under the junior subordinated
debentures and the Subsidiary Guarantor's ability to satisfy its obligations under the subsidiary guarantee will depend in large part on the ability
of our insurance company and other subsidiaries to declare and distribute dividends or to advance money in the form of intercompany loans. Our
insurance company subsidiaries are subject to various statutory and regulatory restrictions, applicable to insurance companies generally, that
limit the amount of cash dividends, loans
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and advances that those subsidiaries may pay. Regulations relating to capital requirements affecting some of our other subsidiaries also restrict
their ability to pay dividends and other distributions and make loans to us. The payment of dividends from Principal Life to the Subsidiary
Guarantor is subject to restrictions set forth in the insurance laws of the State of Iowa. As a result, our cash flows and ability to service our
obligations, including the junior subordinated debentures, are dependent upon the earnings of our subsidiaries, distributions of those earnings to
us and other payments or distributions of funds by our subsidiaries to us. In addition, the junior subordinated debentures will be effectively
subordinated to all existing and future liabilities of our subsidiaries, including the Subsidiary Guarantor, and the subsidiary guarantee will be
effectively subordinated to all existing and future liabilities of the Subsidiary Guarantor's subsidiaries, including obligations to policyholders.

        Unless we state otherwise in the applicable prospectus supplement, the junior subordinated debenture indenture does not limit us from
incurring or issuing other secured or unsecured debt under the junior subordinated debenture indenture or any other indenture that we may have
entered into or enter into in the future. See "�Subordination" and the prospectus supplement relating to any offering of securities.

Terms of the Junior Subordinated Debentures

        We may issue the junior subordinated debentures in one or more series through an indenture that supplements the junior subordinated
debenture indenture or through a resolution of our board of directors or an authorized committee of our board of directors.

        You should refer to the applicable prospectus supplement for the specific terms of the junior subordinated debentures. These may include:

�
the title and any limit upon the aggregate principal amount,

�
the date(s) on which the principal is payable or the method of determining those date(s),

�
the interest rate(s) or the method of determining these interest rate(s),

�
the date(s) on which interest will be payable or the method of determining these date(s),

�
the circumstances in which interest may be deferred, if any,

�
the regular record date or the method of determining this date,

�
the place or places where we may pay principal, premium, if any, and interest,

�
the redemption or early payment provisions,

�
the authorized denominations,

�
the currency, currencies or currency units in which we may pay the purchase price for, the principal of, premium, if any, and
interest on the junior subordinated debentures,

�
additions to or changes in the events of default or any changes in any of our covenants specified in the junior subordinated
debenture indenture,

�
any index or indices used to determine the amount of payments of principal and premium, if any, or the method of
determining these amounts,

�
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whether a temporary global security will be issued and the terms upon which you may exchange a temporary global security
for definitive junior subordinated debentures,

�
whether we will issue the junior subordinated debentures, in whole or in part, in the form of one or more global securities,
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�
the terms and conditions of any obligation or right we would have to convert or exchange the junior subordinated debentures
into cash or other securities or property,

�
provided the junior subordinated debentures are non-convertible, whether the Subsidiary Guarantor will guarantee, on an
unsecured junior subordinated basis, our obligations under the junior subordinated securities and, if so, the material terms of
such subsidiary guarantee, and

�
additional terms not inconsistent with the provisions of the junior subordinated debenture indenture.

Special Payment Terms of the Junior Subordinated Debentures

        We may issue junior subordinated debentures at a substantial discount below their stated principal amount, bearing no interest or interest at
a rate which at the time of issuance is below market rates. We will describe United States federal income tax consequences and special
considerations relating to any junior subordinated debentures in the applicable prospectus supplement.

        The purchase price of any of the junior subordinated debentures may be payable in one or more foreign currencies or currency units. The
junior subordinated debentures may be denominated in one or more foreign currencies or currency units, or the principal of, premium, if any, or
interest on any junior subordinated debentures may be payable in one or more foreign currencies or currency units. We will describe the
restrictions, elections, United States federal income tax considerations, specific terms and other information relating to the junior subordinated
debentures and the foreign currency units in the applicable prospectus supplement.

        If we use any index to determine the amount of payments of principal of, premium, if any, or interest on any series of junior subordinated
debentures, we will also describe special United States federal income tax, accounting and other considerations relating to the junior
subordinated debentures in the applicable prospectus supplement.

Denominations, Registration and Transfer

        Unless we state otherwise in the applicable prospectus supplement, we will issue the junior subordinated debentures only in registered form
without coupons in denominations of $1,000 and any integral multiple of $1,000. Junior subordinated debentures of any series will be
exchangeable for other junior subordinated debentures of the same issue and series, of any authorized denomination of a like aggregate principal
amount, of the same original issue date and stated maturity and bearing the same interest rate.

        You may present junior subordinated debentures for exchange as described above, or for registration of transfer, at the office of the
securities registrar or at the office of any transfer agent we designate for that purpose. You will not incur a service charge but you may be
obligated to pay any taxes and other governmental charges as described in the junior subordinated debenture indenture. We will appoint the
trustee as securities registrar under the junior subordinated debenture indenture. We may at any time rescind the designation of any transfer
agent that we initially designate or approve a change in the location through which the transfer agent acts. We must maintain a transfer agent in
each place of payment. We will specify the transfer agent in the applicable prospectus supplement. We may at any time designate additional
transfer agents.

        If we redeem any junior subordinated debentures, neither we nor the trustee will be required to:

�
issue, register the transfer of, or exchange junior subordinated debentures during a period beginning at the opening of
business 15 calendar days before the day of selection for redemption of the junior subordinated debentures and ending at the
close of business on the day of mailing of the relevant notice of redemption, or
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�
register, transfer or exchange any junior subordinated debentures selected for redemption, except for any portion not
redeemed of any junior subordinated debenture that is being redeemed in part.

Global Junior Subordinated Debentures

        We may issue a series of junior subordinated debentures in the form of one or more global junior subordinated debentures. We will identify
the depositary holding the global junior subordinated debentures in the applicable prospectus supplement. We will issue global junior
subordinated debentures only in fully registered form and in either temporary or permanent form. Unless it is exchanged for an individual junior
subordinated debenture, a global junior subordinated debenture may not be transferred except as a whole:

�
by the depositary to its nominee,

�
by a nominee of the depositary to the depositary or another nominee, or

�
by the depositary or any nominee to a successor depositary, or any nominee of the successor.

        We will describe the specific terms of the depositary arrangement in the applicable prospectus supplement. We expect that the following
provisions will generally apply to these depositary arrangements.

Beneficial Interests in a Global Junior Subordinated Debenture

        If we issue a global junior subordinated debenture, the depositary for the global junior subordinated debenture or its nominee will credit on
its book-entry registration and transfer system the principal amounts of the individual junior subordinated debentures represented by the global
junior subordinated debenture to the accounts of persons that have accounts with it. We refer to those persons as "participants" in this
prospectus. The accounts will be designated by the dealers, underwriters or agents for the junior subordinated debentures, or by us if the junior
subordinated debentures are offered and sold directly by us. Ownership of beneficial interests in a global junior subordinated debenture will be
limited to participants or persons that may hold interests through participants. Ownership and transfers of beneficial interests in the global junior
subordinated debenture will be shown on, and effected only through, records maintained by the applicable depositary or its nominee, for
interests of participants, and the records of participants, for interests of persons who hold through participants. The laws of some states require
that you take physical delivery of securities in definitive form. These limits and laws may impair your ability to transfer beneficial interests in a
global junior subordinated debenture.

        So long as the depositary or its nominee is the registered owner of the global junior subordinated debenture, the depositary or the nominee
will be considered the sole owner or holder of the junior subordinated debentures represented by the global junior subordinated debenture for all
purposes under the junior subordinated debenture indenture. Except as provided below, you:

�
will not be entitled to have any of the individual junior subordinated debentures represented by the global junior
subordinated debenture registered in your name,

�
will not receive or be entitled to receive physical delivery of any junior subordinated debentures in definitive form, and

�
will not be considered the owner or holder of the junior subordinated debenture under the junior subordinated debenture
indenture.
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Payments of Principal, Premium and Interest

        We will make principal, premium and interest payments on global junior subordinated debentures to the depositary that is the registered
holder of the global junior subordinated debenture or its nominee. The depositary for the junior subordinated debentures will be solely
responsible and liable for all payments made on account of your beneficial ownership interests in the global junior subordinated debenture and
for maintaining, supervising and reviewing any records relating to your beneficial ownership interests.

        We expect that the depositary or its nominee, upon receipt of principal, premium or interest payments, immediately will credit participants'
accounts with amounts in proportion to their respective beneficial interests in the principal amount of the global junior subordinated debenture as
shown on the records of the depositary or its nominee. We also expect that payments by participants to you, as an owner of a beneficial interest
in the global junior subordinated debenture held through those participants, will be governed by standing instructions and customary practices,
as is now the case with securities held for the accounts of customers in bearer form or registered in "street name." These payments will be the
responsibility of those participants.

Issuance of Individual Junior Subordinated Debentures

        Unless we state otherwise in the applicable prospectus supplement, if a depositary for a series of junior subordinated debentures is at any
time unwilling, unable or ineligible to continue as depositary, we will appoint a successor depositary or we will issue individual junior
subordinated debentures in exchange for the global junior subordinated debenture. In addition, we may at any time and in our sole discretion,
subject to the procedures of the depositary and to any limitations described in the prospectus supplement relating to the junior subordinated
debentures, determine not to have any junior subordinated debentures represented by one or more global junior subordinated debentures. If that
occurs, we will issue individual junior subordinated debentures in exchange for the global junior subordinated debenture.

        Further, we may specify that you may, on terms acceptable to us, the trustee and the depositary for the global junior subordinated
debenture, receive individual junior subordinated debentures in exchange for your beneficial interest in a global junior subordinated debenture,
subject to any limitations described in the prospectus supplement relating to the junior subordinated debentures. In that instance, you will be
entitled to physical delivery of individual junior subordinated debentures equal in principal amount to that beneficial interest and to have the
junior subordinated debentures registered in your name. Unless we otherwise specify, those individual junior subordinated debentures will be
issued in denominations of $1,000 and integral multiples of $1,000.

Payment and Paying Agents

        Unless we state otherwise in the applicable prospectus supplement, we will pay principal of, premium, if any, and interest on your junior
subordinated debentures at the office of the trustee in the City of New York or at the office of any paying agent that we may designate.

        Unless we state otherwise in the applicable prospectus supplement, we will pay any interest on junior subordinated debentures to the
registered owner of the junior subordinated debenture at the close of business on the regular record date for the interest, except in the case of
defaulted interest. We may at any time designate additional paying agents or rescind the designation of any paying agent. We must maintain a
paying agent in each place of payment for the junior subordinated debentures.

        Any moneys deposited with the trustee or any paying agent, or then held by us in trust, for the payment of the principal of, premium, if any,
and interest on any junior subordinated debenture that remain unclaimed for two years after the principal, premium or interest has become due
and payable
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will, at our request, be repaid to us. After repayment to us, you are entitled to seek payment only from us as a general unsecured creditor.

Redemption

        Unless we state otherwise in the applicable prospectus supplement, junior subordinated debentures will not be subject to any sinking fund.

        Unless we state otherwise in the applicable prospectus supplement, we may, at our option, redeem any series of junior subordinated
debentures after its issuance date in whole or in part at any time and from time to time. We may redeem junior subordinated debentures in
denominations larger than $1,000 but only in integral multiples of $1,000. Unless otherwise specified in the applicable prospectus supplement,
the redemption price for any junior subordinated debenture redeemed shall be equal to 100% of the principal amount plus any accrued and
unpaid interest as of the redemption date, provided however, that installments of accrued and unpaid interest whose stated maturity is on or prior
to the redemption date will be payable to the holders of such securities, or one or more predecessor securities, registered as such at the close of
business on the relevant regular record dates, unless otherwise so specified.

Notice of Redemption

        Unless we state otherwise in the applicable prospectus supplement, we will mail notice of any redemption of your junior subordinated
debentures at least 30 days but not more than 60 days before the redemption date to you at your registered address. Unless we default in payment
of the redemption price, on and after the redemption date interest will cease to accrue on the junior subordinated debentures or the portions
called for redemption.

Option to Defer Payment of Interest

        If provided in the applicable prospectus supplement, we will have the right during the term of any series of junior subordinated debentures
to defer payment of interest otherwise due and payable on the junior subordinated debentures for a period, subject to the terms, conditions and
covenants specified in the prospectus supplement. However, we may not defer payment of interest beyond the final maturity of the junior
subordinated debentures. We will describe the United States federal income tax consequences and special considerations relating to any junior
subordinated debentures in the applicable prospectus supplement.

        If we exercise this right, during the deferral period we and our subsidiaries may not, except as otherwise stated in the applicable prospectus
supplement:

�
declare or pay any dividends or distributions on, or redeem, purchase, acquire or make a liquidation payment with respect to,
any shares of our capital stock, or

�
make any payment of principal of or interest or premium, if any, on or repay, repurchase or redeem any of our debt securities
or guarantees that rank equally with the junior subordinated debentures or junior to the junior subordinated debentures.

Modification of Indenture

        We, the trustee and, if applicable, the Subsidiary Guarantor may, without the consent of the holders of junior subordinated debentures,
amend, waive or supplement the junior subordinated debenture indenture for specified purposes, including, among other things, curing
ambiguities, defects or inconsistencies. However, no action may adversely affect in any material respect the interests of
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holders of any series of junior subordinated debentures. We may also amend the junior subordinated debenture indenture to maintain the
qualification of the junior subordinated debenture indenture under the Trust Indenture Act.

        We, the trustee and, if applicable, the Subsidiary Guarantor may, with the consent of the holders of not less than a majority in principal
amount of the series of junior subordinated debentures affected, modify the junior subordinated debenture indenture in a manner affecting the
rights of the holders of junior subordinated debentures. However, no modification may, without the consent of the holder of each outstanding
junior subordinated debenture affected:

�
change the stated maturity of the junior subordinated debentures,

�
reduce the principal amount of the junior subordinated debentures,

�
reduce the rate or, except as permitted by the junior subordinated debenture indenture and the terms of the series of junior
subordinated debentures, extend the time of payment of interest on the junior subordinated debentures.

�
modify the subordination provisions of the junior subordinated debenture indenture with respect to the subordination of a
series of junior subordinated debentures in any manner materially adverse to the holders of such series, or

�
reduce the percentage of principal amount of the junior subordinated debentures, the holders of which are required to
consent to the modification of the junior subordinated debenture indenture.

        In addition, we, the trustee and, if applicable, the Subsidiary Guarantor may execute, without your consent, any supplemental indenture for
the purpose of creating any new series of junior subordinated debentures.

Debenture Events of Default

        Under the terms of the junior subordinated debenture indenture, the events that constitute an event of default for a series of junior
subordinated debentures will include:

�
certain events of our bankruptcy, insolvency or receivership, and

�
any other event specified in the applicable board resolution or supplemental indenture under which the series of junior
subordinated debentures is issued.

Effect of Event of Default

        The holders of a majority in aggregate outstanding principal amount of the series of junior subordinated debentures have the right to direct
the time, method and place of conducting any proceeding for any remedy available to the trustee. The trustee or the holders of not less than 25%
in aggregate outstanding principal amount of the series of junior subordinated debentures may declare the principal and accrued but unpaid
interest due and payable immediately upon a debenture event of default (other than an event of default relating to our bankruptcy, insolvency or
reorganization). If an event of default relating to our bankruptcy, insolvency or reorganization occurs, the principal amount of all junior
subordinated debentures of the series shall automatically become due and payable.
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Waiver of Event of Default

        The holders of a majority in aggregate outstanding principal amount of the series of junior subordinated debentures may rescind and annul
the declaration and its consequences if:

�
the event of default is other than our non-payment of the principal of the junior subordinated debentures which has become
due solely by such acceleration and all other events of default have been cured or waived, and

�
we have paid or deposited with the trustee a sum sufficient to pay:

�
all overdue installments of interest (including interest on overdue installments of interest) and principal (and
premium, if any) due other than by acceleration, and

�
certain amounts owing to the trustee, its agents and counsel.

        The holders of a majority in aggregate outstanding principal amount of the junior subordinated debentures affected by the default may, on
behalf of the holders of all the junior subordinated debentures, waive any past default and its consequences, except a default (1) in the payment
of the principal of, or premium, if any, or interest on, any junior subordinated debenture or (2) in respect of a covenant or provision which under
the junior subordinated debenture indenture cannot be modified or amended without the consent of the holder of each outstanding junior
subordinated debenture affected.

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

Consolidation, Merger, Sale of Assets and Other Transactions

        We will not consolidate with or merge into any other person or convey, transfer or lease our properties and assets substantially as an
entirety to any person, and no person will consolidate with or merge into us, unless the Company is the surviving person or:

�
if we consolidate with or merge into another person or convey or transfer our properties and assets substantially as an
entirety to any person, the successor person shall be a corporation, partnership, trust or limited liability company organized
and validly existing under the laws of the United States or any state or the District of Columbia, and the successor
corporation expressly assumes our obligations relating to the junior subordinated debentures,

�
immediately after giving effect to the consolidation, merger, conveyance or transfer, there exists no debenture event of
default, and no event which, after notice or lapse of time or both, would become a debenture event of default, and

�
other conditions described in the junior subordinated debenture indenture are met.

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

Satisfaction and Discharge

        The junior subordinated debenture indenture provides that when, among other things, all junior subordinated debentures of a series not
previously delivered to the trustee for cancellation:

�
have become due and payable, or

�
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will become due and payable at their stated maturity within one year, or

�
are to be called for redemption within one year under arrangements satisfactory to the trustee for the giving of notice of
redemption by the trustee in the name, and at our expense,
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and we deposit or cause to be deposited with the trustee, in trust, (1) money; (2) government obligations which through the scheduled payment
of principal and interest in respect thereof in accordance with their terms will provide, not later than one day before the due date of any payment,
money; or (3) a combination thereof, in each case in an amount sufficient to pay and discharge the entire indebtedness on the junior subordinated
debentures of such series not previously delivered to the trustee for cancellation, for the principal, premium, if any, and interest on the date of the
deposit or to the stated maturity or redemption date, as the case may be, then the junior subordinated debenture indenture will cease to be of
further effect with respect to junior subordinated debentures of such series and we will be deemed to have satisfied and discharged the indenture
with respect to junior subordinated debentures of such series. However, we will continue to be obligated to pay all other sums due under the
junior subordinated debenture indenture and to provide the officers' certificates and opinions of counsel described in the junior subordinated
debenture indenture.

Conversion or Exchange

        We may issue junior subordinated debentures that we may convert or exchange into other securities, property or assets. If so, we will
describe the specific terms on which junior subordinated debentures may be converted or exchanged in the applicable prospectus supplement.
The conversion or exchange may be mandatory, at your option or at our option. The applicable prospectus supplement will state the manner in
which the securities, property or assets you would receive would be issued or delivered.

Subordination

        In the junior subordinated debenture indenture, we have agreed, and holders of junior subordinated debentures will be deemed to have
agreed, that any junior subordinated debentures are subordinate and junior in right of payment to all senior indebtedness to the extent provided in
the junior subordinated debenture indenture.

        Upon any payment or distribution of assets to creditors upon any liquidation, dissolution, winding up, reorganization, assignment for the
benefit of creditors, marshaling of assets or any bankruptcy, insolvency, debt restructuring or similar proceeding in connection with our
insolvency or bankruptcy, the holders of senior indebtedness will first be entitled to receive payment in full of principal of, premium, if any, and
interest on the senior indebtedness before the holders of junior subordinated debentures will be entitled to receive or retain any payment of the
principal of, premium, if any, or interest on the junior subordinated debentures.

        If the maturity of any junior subordinated debentures is accelerated, the holders of all senior indebtedness outstanding at the time of the
acceleration will first be entitled to receive payment in full of all amounts due, including any amounts due upon acceleration, before you will be
entitled to receive any payment of the principal of, premium, if any, or interest on the junior subordinated debentures.

        We will not make any payments of principal of, premium, if any, or interest on the junior subordinated debentures or for the acquisition of
junior subordinated debentures (other than any sinking fund payment) if:

�
a default in any payment on senior indebtedness then exists,

�
an event of default on any senior indebtedness resulting in the acceleration of its maturity then exists, or

�
any judicial proceeding is pending in connection with default.
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        When we use the term "indebtedness" we mean, with respect to any person, whether recourse is to all or a portion of the assets of that
person and whether or not contingent:

�
every obligation of, or any obligation guaranteed by, that person for money borrowed,

�
every obligation of, or any obligation guaranteed by, that person evidenced by bonds, debentures, notes or other similar
instruments, including obligations incurred in connection with the acquisition of property, assets or businesses but excluding
the obligation to pay the deferred purchase price of any such property, assets or business if payable in full within 90 days
from the date such indebtedness was created,

�
every capital lease obligation of that person,

�
leases of property or assets made as part of any sale and lease-back transaction to which that person is a party, and

�
any amendments, renewals, extensions, modifications and refundings of any such indebtedness.

        The term "indebtedness" does not include trade accounts payable or accrued liabilities arising in the ordinary course of business.

        When we use the term "senior indebtedness" we mean the principal of, premium, if any, and interest on indebtedness, whether incurred on,
prior to, or after the date of the junior subordinated debenture indenture, unless the instrument creating or evidencing that indebtedness or
pursuant to which that indebtedness is outstanding states that those obligations are not superior in right of payment to the junior subordinated
debentures or to other indebtedness which ranks equally with, or junior to, the junior subordinated debentures. Interest on this senior
indebtedness includes interest accruing on or after the filing of any petition in bankruptcy or for reorganization relating to Principal Financial
Group, Inc., whether or not the claim for post-petition interest is allowed in that proceeding.

        The junior subordinated debenture indenture does not limit the amount of additional senior indebtedness that we may incur. We expect
from time to time to incur additional senior indebtedness.

        The junior subordinated debenture indenture provides that we may change the subordination provisions relating to any particular issue of
junior subordinated debentures prior to issuance. We will describe any change in the prospectus supplement relating to the junior subordinated
debentures.

Governing Law

        The junior subordinated debenture i
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