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Item 5. Other Events and Regulation FD Disclosure.

Principal Life Insurance Company announced on May 19, 2004 that its Board of
Directors has passed a resolution declaring a dividend to its sole shareholder, Principal
Financial Services, Inc., in an amount of up to $1,200,000,000. Principal Life’s chief
financial officer will determine the specific amount and timing of any dividend payments.

Principal Life currently has statutory authority under lowa insurance law to pay
dividends in an amount of approximately $701.2 million. Any dividend payments in
excess of this statutory limitation will require prior approval of the lowa Insurance
Commissioner.

The sale of Principal Residential Mortgage, Inc., Principal Life’s indirect wholly-
owned subsidiary, is expected to produce after-tax net proceeds of approximately $710
million when the sale closes in the third quarter of 2004. Dividends paid by Principal
Life are expected to be used primarily for organic growth of its core businesses, strategic
acquisitions, the repurchase of shares of Principal Financial Group, Inc.’s common stock,
and dividend payments to Principal Financial Group, Inc.’s shareholders. Principal Life
is a subsidiary of Principal Financial Group, Inc.
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