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Item 7. Exhibits
99.1 Principal Blueprint Investment Alert dated December 22, 2003.
Item 9. Regulation FD Disclosure.

On December 22, 2003, Principal Life Insurance Company and Principal Management
Corporation, wholly-owned subsidiaries of Principal Financial Group, Inc., issued a Principal
Blueprint Investment Alert to plan sponsors who choose Principal Financial Group for their

401(k) plans. A copy of the Principal Blueprint Investment Alert is attached hereto as Exhibit
99.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has
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By: /s/ Larry D. Zimpleman

Name: Larry D. Zimpleman
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Services

Date: December 22, 2003



Principal Blueprint Investment Alert Exhibit 99

This communication was prepared through the joint efforts of the Investment Services Department of Principal Life Insurance
Company and Principal Management Corporation as part of their due diligence process.

Additional Update on Market Timing and Late Trading Issues

In our Investment Alert dated October 31, 2003, we told you that The Principal was conducting an extensive
voluntary review of its practices, including employees’ individual trading records. This review dated back to
October 1996. The Principal took its review beyond mutual funds, broadening it to include its entire block
of 401(k) separate accounts.

We have now completed the review and found the following:

o The Principal has not permitted any late trading.

e The Principal has not entered into any special arrangements to permit select investors to engage in
market timing.

o The Principal has not engaged in any “portfolio peeking”, the practice of allowing some investors
access to portfolio information not generally available to the investing public.

e Beginning in late 2000 The Principal imposed progressively more robust standards and protections
to further prevent improper market timing. These standards and practices have been applied
consistently to customers as well as The Principal’s own employees in The Principal 401(k) Plan.

e Some employees engaged in market timing trades within their personal accounts, predominantly in
our international 401(k) separate accounts. The majority of these employees are no longer with the
firm. Included in this group are two portfolio managers who engaged in this activity in their
personal accounts within the funds they managed. They are no longer with the firm. The vast
majority of this activity took place between 1998 and 2000. No market timing activity by portfolio
managers has occurred since 2000.

o Investment gains by employees related to mutual funds were $4,600. In addition, investment gains
by employees related to our 401(k) separate accounts were $175,000. Restitution will be made to all
impacted funds. Repayment methodology will be determined with the assistance of an independent
advisor.

The Principal will further enhance its practices by:

o Implementing an additional valuation service for global equities in the first quarter of 2004. This
service will further reduce the arbitrage opportunity for market timers.

e Increasing education of employees of The Principal about market timing.

o Implementing other tools, such as increased redemption fees on mutual funds, as needed.

J. Barry Griswell, chairman, president and CEO of the Principal Financial Group, made the following
comment with regard to the review:

“We take our responsibility for investment stewardship extremely seriously. We do
not permit or condone any behavior that is in any way inconsistent with that
responsibility. Our voluntary review and on-going actions underscore our
commitment.”

We continue to monitor all firms currently residing on our Watch List: AllianceBernstein, Invesco, Putnam

Investments, Janus and Federated Investors. In our effort to support you in your fiduciary role, we will
continue to apprise you of any important developments.

The Principal Due Diligence Programs"’I



We use our due diligence program to identify, select, and monitor investment management firms. A key
component of this program is the continuous qualitative and quantitative review of the investment managers
we have selected. This rigorous monitoring helps us to quickly identify any adverse changes to underlying
investment management firms or investment processes that may affect long-term performance results. Our
due diligence program plays a key role in helping you meet your fiduciary responsibilities and providing a
high quality investment program for your participants.

For additional assistance, contact your Corporate Center contact.

For more information about Principal Investors Fund, Inc., including investment objectives, risks, charges and expenses, contact your local
representative of The Principal for a free prospectus, go to www.principal.com to download a copy, or call 1-800-547-7754. Please read the
prospectus carefully before investing or sending money.

Separate Accounts offered through a group annuity contract with the Principal Life Insurance Company, Des Moines, IA 50392-0001.
Principal Investors Fund distributed by Princor Financial Services Corporation, Des Moines, IA 50392-2080, 1-800-247-4123, member SIPC.

Principal Life and Princor are members of the Principal Financial Group.

The term “investment manager” used here may refer to an investment advisor or sub-advisor of a Separate Account, or an investment advisor or sub-
advisor of an underlying mutual fund.

December 22, 2003
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