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SYMETRA FINANCIAL CORPORATION
CONSOLIDATED BALANCE SHEETS
(In millions, except share and per share data)

As of As of

September 30, 2019  December 31, 2018
(Unaudited)
ASSETS
Investments:
Fixed maturities:
Available-for-sale, at fair value (amortized cost: $32,015.2 and $30,800.3, respectively) . $ 33,5209 $ 30,324 .1
Trading, at fair VAIUE ........c.eoiiiii e 1,682.8 1,095.8
Marketable equity securities, at fair value .............ccccoiiiiiiiic e 119.4 97.7
11T (o F= To L= (o= T F T Y S 6,895.5 6,485.1
Investments in limited partnerships (includes $263.3 and $48.2 at fair value, respectively). 363.3 178.3
Derivatives, at fair VAIUE ...........euueeiiiieee e et e e e e e e e e e aaaeeees 482.7 178.9
Policy loans and other invested assets ........ccoceveiiiiieiiie e 131.9 83.7
Total INVESIMENTS ...t e e et e ettt eaaaeeaaeaaaeeaeeeeeesennnnns 43,196.5 38,443.6
Cash and cash eqUIVaAIENES ..........ooiiiiiiiie e 627.3 247.3
Accrued iNVESTMENT INCOME .......oiiiiiiiiie ettt et s e 347.6 330.0
Reinsurance recoverables 6,000.8 6,228.8
[N O =T aTo IV ] = SRR 796.2 1,023.0
Receivables and other @SSets .........ccoiiiiiiiiiiii e 339.0 269.9
Other intangible assets, NEt ... 1,124.0 1,188.3
(€0 o 1SR 563.0 563.0
Deferred iNCoOme taX @SSELS, NEL ........euuueeiiieie e e e e e e e e e e e e e e e e e earassaens — 65.0
Separate aCCOUNE ASSEES  .......ccciiiiiiiiiiie e e e e e e s e e e e e e e e ennaeeeean 1,064.0 904.3
o] e= L= 1T Y=Y £ $ 54,058.4 $ 49,263.2
LIABILITIES AND STOCKHOLDER'S EQUITY
Funds held under deposit CONractsS ...........oooiiiiiiiiiii e $ 39,7351 $ 37,366.9
Future policy DENEFItS .......ooiii e 550.5 523.2
Policy and contract claims 269.6 203.0
Other policyholders' funds 143.8 149.5
Funds Withheld lability .........ccooiiiiiiie et e e saee e s e e s eeeenee e 5,983.6 5,589.9
[N [0 G2 T3 o 1= 1= o] [T o T OSSR 703.9 705.7
Deferred income tax liabilities, Net ............ooooiiii e 168.6 —
(01 a T =T o111 SRR 1,045.9 498.0
Separate account liabilities 1,064.0 904.3
TOtaAl lADIHEIES ... e e e e e e e e e e e e e e e e e et eeaaeaaeaaaaaaes 49,665.0 45,940.5
Commitments and contingencies (Note 11)
Common stock, $0.01 par value; 1,000 shares authorized; 100 issued and outstanding ....... — —
Additional paid-in CapItal .........ooii e e e e e e 3,516.7 3,516.7
Retained earnings (defiCit) ..o (136.7) 127.3
Accumulated other comprehensive income (Ioss), net of taxes .........ceeevcevevicciieecccieee e, 1,013.4 (321.3)
Total StoCKNOIAEr'S @QUILY ....coiiiiiiiii e 4,393.4 3,322.7
Total liabilities and stockholder's @qUILY ........cooiiiiiieiiiiiie e $ 54,058.4 $ 49,263.2

See accompanying notes.



SYMETRA FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME (LOSS)
(In millions)

(Unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Revenues:
PrEmMIUMS ..ot en e nee e s $ 2927 $ 2545 $ 8777 $ 761.3
Net investment inCome .........cccceeiiiiiiiiii e 3104 260.4 896.1 935.9
Policy fees, contract charges, and other 92.5 82.5 260.9 243.2
Net realized gains (losses):
Total other-than-temporary impairment losses on securities............. (1.8) (0.7) (4.6) (3.7)
Less: portion recognized in other comprehensive income ............... 0.4 0.1 0.8 0.1
Net impairment losses on securities recognized in earnings .............. (1.4) (0.6) (3.8) (3.6)
Other net realized gains (I0SSES) ......c.vevveiiiiiee i (122.6) (93.3) (472.5) (150.4)
Net realized gains (I0SSES) ........cceeuiriiiiiiiiiiiieeie e (124.0) (93.9) (476.3) (154.0)
TOAl FEVENUES ...t e e e e e e aeaaes 571.6 503.5 1,558.4 1,786.4
Benefits and expenses:
Policyholder benefits and claims ...........cccoccoviiiiiniiiincecee 243.6 197.4 765.3 636.8
Interest credited ..o 202.0 171.5 582.9 675.5
Other underwriting and operating EXpPenses ..........ccccceeevevieeeeiiieeeeennnns 136.5 133.4 408.4 383.1
INtEreSt EXPENSE ... 6.6 6.2 19.8 18.3
Amortization of DAC and VOBA ........cccciiiiiiiiieiieeeeeeee e 27.2 43.4 82.6 69.6
Amortization of intangible assets ............cocoveeiiiiiii i 21.9 21.7 65.5 65.2
Total benefits and EXPENSES ..........oeeicciiiieiiiiiee e 637.8 573.6 1,924.5 1,848.5
Income (loss) from operations before income taxes (66.2) (70.1) (366.1) (62.1)
Total benefit for iNCOME taxes ........ooveiiiiieeeiiiie e (21.8) (92.8) (101.5) (96.1)
NEL INCOME (IOSS) ..euveiiieniiiiitesti ittt $ (44.4) $ 227 $ (264.6) $ 34.0

See accompanying notes.



SYMETRA FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Net income (I0SS) ......cccvvvvvrieanne

Other comprehensive income (loss)
adjustments:

(In millions)

Changes in unrealized gains (losses) on available-for-sale securities

(net of taxes of: $84.3, $(20.8),

Other-than-temporary impairments on fixed maturities not related to
credit losses (net of taxes of: ($0.1), $0.0, ($0.2), and $0.0) ...............

Impact of net unrealized (gains) lo

of: $(19.5), $2.2, $(88.7), and $42.0) .........cceeoveeeereeeee e
Impact of cash flow hedges (net of taxes of: $8.1, $0.0, $16.6, and

$(1.4)) o,

Other comprehensive income (loss)
Total comprehensive income (loss)

(Unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
............................................................ $ (44.4) $ 227 $ (264.6) $ 34.0
, het of taxes and reclassification
$427.3, and $(245.2)) ...oveovvereeenn. 316.9 (78.2) 1,607.3 (922.6)
(0.3) (0.1) (0.6) (0.1)
sses on DAC and VOBA (net of taxes
(73.0) 8.1 (333.5) 158.1
............................................................ 30.5 0.2 62.1 (5.1)
.......................................................... 2741 (70.0) 1,335.3 (769.7)
............................................................ $ 229.7 $ 47.3) $ 1,070.7 $ (735.7)

See accompanying notes.



SYMETRA FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
(In millions)
(Unaudited)

Accumulated

Additional Other Total
Common Paid-in Retained Comprehensive Stockholder's
Stock Capital Earnings Income (Loss) Equity
January 1, 2018 ....ooooiieiiie e $ — $ 35167 $ 1448 §$ 5549 $ 4,216.4
Net income (loss) — — 34.0 — 34.0
Other comprehensive income (loss) — — — (769.7) (769.7)
Dividends declared ...........cccccoeiiiiniiiiiiineeeee e — — (70.0) — (70.0)
Adoption of new accounting standard ................ccccoee..... — — 114.3 (114.3) —
Balances as of September 30, 2018 $ — $ 35167 $ 2231 % (329.1) $ 3,410.7

Accumulated

Additional Retained Other Total
Common Paid-in Earnings Comprehensive Stockholder's

Stock Capital (Deficit) Income (Loss) Equity
January 1, 2019 ..o $ — $ 35167 $ 1273 $ (321.3) $ 3,322.7
Net income (I0SS) ....ceevviriiiiiiicieee e — — (264.6) — (264.6)
Other comprehensive income (loss) — — — 1,335.3 1,335.3
Adoption of new accounting standard ............c.cccceeenne. — — 0.6 (0.6) —
Balances as of September 30, 2019 ..........cccceeeviviiieeeeennnns $ — $ 3,516.7 $ (136.7) $ 1,0134 $ 4,393.4

See accompanying notes.



SYMETRA FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)

(Unaudited)
For the Nine Months Ended September 30,
2019 2018
Cash flows from operating activities
NELINCOME (IOSS) .ttt b bbbt et ettt et et seenaenae e e e $ (264.6) $ 34.0
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Net realized (GAINS) IOSSES ......oiiuiieiiie ittt ee et e et e e bb e e sb e e st e e e nteeeseeesnneeeneeens 476.3 154.0
Accretion and amortization of invested assets, Net .........ccccoooiiiiiii i 139.5 178.2
Amortization of INtANGIDIE ASSELS .........oouiiiiiiiiii i 65.5 65.2
Deferred income tax provision (benefit) . . (121.3) 3.8
Interest credited on deposit contracts ............cccceeeee . 582.9 675.5
Mortality and expense charges and administrative fees .. (223.4) (203.2)
Payment at inception of reinsurance transaction ............cc.ccoeiiiiiii e — (360.0)
Other changes in:
DAC @Nd VOBA ...ttt ettt e ettt a ettt a e h e eb e et et e bt et e bt et e e nnee (115.7) (121.2)
Other POIICYNOIET FESEIVES ........eiiiiiieiiiee ittt e et e et e e sab e e ateeesbeeabeeesnaeeanbeeeanbeesnneaennaeenn 3171 153.7
Policy and Contract CIaIMS ............cooiiiiiiiiiee e 66.7 27.8
Funds withheld ability ..........c.ooii e et (213.0) (73.0)
Other assets and liabilities . . 204.0 33.5
[ (=Y 3T PSSR (28.0) (15.3)
Total @USTMENTS ...ttt e ettt e e e snee e 1,150.6 519.0
Net cash provided by (used in) operating actiVities ...........cceeiiiiiiiiiiiie e 886.0 553.0
Cash flows from investing activities
Purchases of:
Fixed maturities — available-for-sale ... (5,608.0) (5,548.3)
Fixed Maturities — tradiNg ......c.ei ittt e ab e sae e naee s (568.4) (796.6)
Marketable equity SECUMLIES ...........c.oooiiiiiiii e e e (33.4) (292.8)
Short-term investments .................. . (416.4) (17.5)
Derivatives and other investments (184.3) (156.1)
Sales of:
Fixed maturities — available-fOr-Sale ..o e 2,386.3 2,941.8
Fixed Maturities — tradiNg ......c.ei it e sae e nnae s 174.5 —
Marketable equity SECUMLIES ...........c.oooiiiiiiii e e e 15.6 931.9
Maturities, calls, aNd PAYAOWNS .........eiiiiiiitiiiee ettt ettt e e s saeesaeesneennean 2,345.1 1,960.0
ISSUANCES Of MOMGAGE IOBNS ... .eiiiiiiiiiiet ettt e esneeeeeee s (833.5) (615.5)
Repayment of MOMgage [08NS ..ottt st e e sa e e e e nnens 398.6 414.7
Cash received for settlements of derivatives and other investments, net... . 188.7 142.0
Cash received (pledged or returned) as collateral, net ...........c.ccccee.n. . 287.8 (19.0)
Other, NEt ...oeeeieec e . (45.6) (7.6)
Net cash provided by (used in) iNvesting actiVIties ............cccoiiiiiiiiiii e (1,893.0) (1,063.0)
Cash flows from financing activities
Policyholder account balances:
1101 o0 | £ SRS 2,753.1 3,030.2
WWIERATWAIS ...ttt ekttt a e bt et e e et et e st e heeneeenaneaaeeeneeneenneenn (2,260.0) (2,221.6)
Issuances of funding agreemMENtS ...........cccooiiiiiiiiii e 1,090.9 —
Repayments of funding agreements ... (173.9) —
Cash dividends paid on common stock ............cccceeveens . — (70.0)
Proceeds (issuance costs) from borrowings and credit facilities . (1.2) 450.0
Repayment of NOLES PAYADIE ...........coeiiiiiieieee s — (450.0)
Net cash provided by (used in) financiNg aCtiVItieS ..........ccciiiiiiiiiiiie e 1,408.9 738.6
Net increase (decrease) in cash, cash equivalents, and restricted cash .............cccccoceiiiiiiiiiiee 401.9 228.6
Cash, cash equivalents, and restricted cash at beginning of period ...........cccoiiiiiiiiiiiiii e 307.3 369.9
Cash, cash equivalents, and restricted cash at end of period .............cccooiiiiiiiiiiiie e $ 709.2 $ 598.5
Supplemental disclosures of cash flow information
Non-cash transactions during the period:
INVESTMENE EXCNANGES ... .ttt h bt et ea e a e et eat e san e eas e e aeeebeesbeenaeeneen $ 1,025.7 $ 368.6
Commercial mortgage loan refinances ...........ccccoocvevieeeiiennnes 48.5 57.2
Lease assets established upon adoption of accounting guidance ... 61.0 —
Lease liabilities established upon adoption of accounting guidance .............cccoocueeriiiiiiieniee e 70.0 —
Cash, cash equivalents, and restricted cash reconciliation
Cash and Cash EQUIVAIENES ..........couiiiiiiieicee ettt ettt e et et e et ente et e eneeeneenees $ 627.3 $ 461.7
Restricted cash, included in receivables and other aSSets .............uuoiiiiiiiiiiiiiiie e 81.9 136.8
Total cash, cash equivalents, and restricted Cash ...........c.ccooiiiiiiiiiii e $ 709.2 $ 598.5

See accompanying notes.



SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

1. Description of Business

Symetra Financial Corporation (the Company) is a Delaware corporation that, through its subsidiaries, offers products and
services to customers in the retirement, employment-based benefits, and life insurance markets. These products and
services are marketed through financial institutions, broker-dealers, benefits consultants, and independent agents and
advisors in all 50 states and the District of Columbia.

The Company's principal products include fixed deferred annuities, fixed indexed annuities (FIA), single premium
immediate annuities (SPIA), medical stop-loss insurance, group life and disability income (DI) insurance, group fixed-
payment insurance, universal life insurance, including indexed universal life insurance (IUL), and institutional life
insurance, including bank-owned life insurance (BOLI) and variable corporate owned life insurance (COLI).

In February 2016, the Company became a wholly owned subsidiary of Sumitomo Life Insurance Company, an event
which is referred to as the Merger. The Merger was accounted for under the acquisition method of accounting (purchase
accounting, or PGAAP).

Reinsurance Transaction

In September 2018, the Company entered into a 100% modified coinsurance reinsurance agreement with Resolution Re
Ltd. (the Reinsurance Transaction) for $6.8 billion of the Company's in-force income annuities (the Closed Block), which
included all of the Company's structured settlement annuities. The transaction reduced the Company's exposure to long-
term interest rate risk associated with the long-tail nature of the reinsured business.

The Company discontinued selling structured settlements in 2012. Retail SPIA policies issued after September 30, 2017
were not included in this agreement, and the Company continues to sell these products as part of its retirement product
offerings.

Under terms of the agreement, the Company continues to service the reinsured business and hold the associated
invested assets and policyholder liabilities on the Company's consolidated balance sheets. Resolution Re Ltd. is
responsible for asset management, subject to investment management guidelines. Refer to Note 3 for further discussion.

2. Summary of Significant Accounting Policies

The Company's interim condensed consolidated financial statements have been prepared in conformity with U.S.
generally accepted accounting principles (GAAP). The preparation of financial statements in conformity with GAAP
requires the Company to make estimates and assumptions that may affect the amounts reported in the interim condensed
consolidated financial statements and accompanying notes. These interim condensed consolidated financial statements
are unaudited and, in management's opinion, include all adjustments, consisting of normal recurring adjustments and
accruals, necessary for a fair presentation. All significant intercompany transactions and balances have been eliminated.
Certain reclassifications have been made to prior year financial information to conform to the current period presentation.
Management has assessed subsequent events through November 15, 2019, the date the interim condensed consolidated
financial statements were issued.

The Company's interim condensed consolidated financial statements should be read in conjunction with the Company's
December 31, 2018 audited consolidated financial statements. Financial results for the nine months ended September 30,
2019 are not necessarily indicative of the results that may be expected for the twelve months ending December 31, 2019.
The Company's effective tax rate differs from the U.S. federal income tax rate, primarily due to benefits from the
Company's tax credit investments, which are described in more detail within Note 4.



SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

Accounting Pronouncements Newly Adopted

ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging
Activities. This standard amends the recognition and measurement of hedging instruments to better represent an entity's
risk management activities. Under the standard, the requirement to separately measure and report hedge ineffectiveness
is eliminated. In addition, the standard provides relief from certain initial documentation requirements and replaces the
requirement for quarterly quantitative ineffectiveness testing with a qualitative approach. The update is effective beginning
January 1, 2020, with early adoption permissible.

The Company early adopted the standard on January 1, 2019 using a modified retrospective approach. Upon adoption,
the Company updated its internal processes and controls to ensure compliance with the revised standard. The adoption
did not have a significant impact on the Company's consolidated financial statements.

ASU No. 2016-02, No. 2018-10, No. 2018-11, No. 2019-01, Leases (Topic 842). These standards amend the recognition
requirements for all leases with a term greater than 12 months and provide new guidelines for the identification of a lease
within a contract. Under these standards, companies must measure and recognize a liability to make lease payments and
a right-of-use asset representing the right to use the underlying asset for the lease term. In addition, the standards require
expanded quantitative and qualitative disclosures. The standards provide a simplified transition method, which allows
entities to recognize the cumulative-effect adjustment to the opening balance of retained earnings in the period of
adoption, rather than in the earliest period presented. These updates are effective beginning January 1, 2020, with early
adoption permissible.

The Company early adopted the standard on January 1, 2019 using a modified retrospective approach and applied the
requirements to all existing leases using the simplified transition option. Upon adoption, the Company established a right-
of-use asset of $61.0 and corresponding lease liability within other assets and other liabilities on the Company's
consolidated balance sheets. The adoption did not have an impact on the Company's consolidated statements of income
(loss).

The Company has operating leases for its office space. The Company's operating leases expire at various dates through
2025, subject to certain renewal options. As of September 30, 2019, the weighted average remaining lease term was
approximately 6 years, and the weighted average discount rate was 2.6%. The Company also elected the practical
expedient of accounting for lease and non-lease components as a single lease component. Short term leases, which are
defined as those with a term less than 12 months, are not recognized on the Company's consolidated balance sheets.

ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework. This standard amends the disclosure
requirements for fair value measurements. Under the standard, there are new disclosure requirements for Level 3 fair
value measurements as well as the modification and elimination of certain current disclosure requirements. The update is
effective beginning January 1, 2020, with early adoption permissible. Companies are permitted to early adopt any
removed or modified disclosures and delay adoption of the additional disclosures until their effective date.

The Company early adopted the portions of the standard on January 1, 2019 that modified and removed certain
disclosure requirements. In particular, information related to the changes in unrealized gains and losses for recurring
Level 3 fair value measurements were removed.

Accounting Pronouncements Not Yet Adopted

ASU No. 2016-13, No. 2019-04, No. 2019-05, No. 2018-19, No. 2019-10, Financial Instruments — Credit Losses
(Topic 326). These standards amend the credit loss measurement guidance for certain financial assets to reflect current
expected credit losses (CECL). Under the CECL model, an entity will estimate lifetime expected credit losses considering
available relevant information about historical events, current conditions and reasonable and supportable forecasts.
Additionally, the guidance expands the required credit loss disclosures. These standards amend the impairment model for
available-for-sale fixed maturities, and any credit losses will be recognized through an allowance, rather than through an
adjustment to the amortized cost basis. Finally, the standards provide entities with an option to irrevocably elect the fair
value option for certain eligible instruments. The update is effective beginning January 1, 2023, with early adoption
permissible.

The Company is in the process of implementing models used to estimate credit losses under CECL, with a focus on
mortgage loans and reinsurance recoverables, as well as implementing changes to the model to evaluate fixed maturity
securities for credit impairment. The Company's implementation process includes model development, evaluation of
technical accounting topics, updates to allowance documentation, reporting processes and related internal controls, and
overall operational readiness for adoption of the standard. The Company anticipates these standards will accelerate the
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

timing of loss recognition for certain of its assets, particularly mortgage loans. Upon adoption, the Company will apply
these standards using a modified retrospective approach. The Company intends to early adopt the standard on January 1,
2020.

ASU No. 2017-04, Intangibles — Goodwill and Other (Topic 350). This standard removes the requirement to calculate
the implied fair value of goodwill (Step 2 of the goodwill impairment test) to measure a goodwill impairment charge. A
goodwill impairment charge will now be measured as the amount by which a reporting unit's carrying value exceeds its fair
value determined in Step 1 of the goodwill impairment test. This impairment test will be applied to goodwill assigned to all
reporting units, even those with zero or negative carrying amounts. The update is effective beginning January 1, 2022,
with early adoption permissible.

The Company is monitoring the potential impact of the standard on its annual goodwill impairment assessment. Upon
adoption, the Company will apply the standard prospectively.

ASU No. 2018-12, No. 2019-09, Financial Services — Insurance (Topic 944): Targeted Improvements to the
Accounting for Long-Duration Contracts. This standard substantially changes the accounting treatment of long-
duration insurance contracts. Entities will be required to regularly review and update assumptions used to measure the
liability for future policy benefits, which were previously locked at contract inception and held constant over the contract
term. Assumptions used to measure discounted cash flows will be reviewed at least annually, and the discount rate
assumption will be updated at each reporting date based on a standardized, market-observable discount rate.

Entities will also be required to use a fair value model to measure product features with market risk benefits, with the
insurance accrual model no longer an option. The standard simplifies the DAC amortization method for all long-duration
contracts by replacing the previous earnings-based methods with a constant level approach. The update will also require
additional financial statement disclosures, including a rollforward of the liability and information about significant
assumptions used. The update is effective beginning January 1, 2024, with early adoption permissible.

The Company is evaluating the impact of the standard on its annuity and life insurance contracts, as well as reviewing its
policies, processes, and applicable systems to determine the impact this standard will have on its operations and
consolidated financial statements.

3. Reinsurance Transaction

In September 2018, the Company entered into the Reinsurance Transaction, which was effective as of July 1, 2018 and
accounted for under the deposit accounting method.

The Company established a $6.1 billion deposit asset, included in reinsurance recoverables on its consolidated balance
sheet, for an amount equal to the Closed Block's $5.7 billion net statutory reserves due from the reinsurer and the initial
amount paid to the reinsurer at the transaction date. The equivalent GAAP reserves for the reinsured policies were $6.8
billion at the transaction date. The fair value adjustment recorded under PGAAP at the time of the Merger is the primary
driver of the difference between the GAAP and statutory reserves. The difference between the deposit asset and the
GAAP reserves is adjusted over the remaining life of the reinsured policies using the effective interest method and
recognized as a reduction to interest credited in the Company's consolidated statements of income (loss). The related
GAAP reserves were $6.3 billion and $6.6 billion as of September 30, 2019 and December 31, 2018, respectively.

Assets supporting the net statutory reserves of the Closed Block are reported as investments on the consolidated balance
sheets and are legally owned by the Company. A corresponding funds withheld liability was established on the Company's
consolidated balance sheets, which is adjusted based upon the investment and benefit amounts passed to the reinsurer
during the period. These adjustments are recorded as ceded activity in net investment income, interest credited, and net
realized gains (losses) on the Company's consolidated statements of income (loss).

The funds withheld liability is composed of the host contract and an embedded derivative. The embedded derivative
represents the right to receive or obligation to pay the total return on the withheld assets, which must be bifurcated from
the host contract and carried at fair value on the Company’s consolidated balance sheets.

At inception, the fair value of the embedded derivative was zero. The fair value of the embedded derivative fluctuates with
changes in the unrealized gains (losses) on the withheld assets. Changes in the fair value of the embedded derivative are
recognized in net realized gains (losses) on the Company’s consolidated statements of income (loss). Changes in the fair
value of the majority of the withheld assets are not reflected in net income (loss).

10



SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

The following table provides a reconciliation of the beginning and ending balance for the deposit asset and funds withheld
liability:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2019 2018 2019 2018

Deposit asset, beginning of period ................ccooviioiiioee e $ 57821 $ 6,0726 $ 59204 $ 6,072.6

Incurred interest adjustment ................ccccoi i (72.5) (75.1) (210.8) (75.1)
Deposit asset, end of Period ..............cooooeiiiiieeee e $ 5,709.6 $ 59975 $ 5,709.6 $ 5,997.5
Funds withheld liability, beginning of period ..................cccooiiiiiiiciecee $ 5,895.7 $ 57000 $ 5589.9 $ 5,700.0

Ceded investment amounts ..............c.ccccoeoiiiiiie e 85.2 180.8 316.4 180.8

Ceded benefit amOUNtS ............cooiiiiii e (149.0) (159.4) (446.4) (159.4)

Quarterly settlement due from (to) reinsurer ...................... 1.7 (12.7) (12.3) (12.7)

Changes in fair value of embedded derivative 150.0 (63.0) 536.0 (63.0)

Funds withheld liability, end of period ...............cccooooeiiiiiiiiiciecece $ 5,983.6 $ 56457 $ 5983.6 $ 5,645.7

See Note 12 for the Closed Block's impact on the consolidated statements of income (loss).
The following table summarizes the invested assets supporting the Closed Block:

As of As of
September 30, 2019  December 31, 2018

Fixed maturities:

Available-for-sale, at fair value (amortized cost: $2,873.0 and $3,657.6, respectively)........ $ 3,1716 $ 3,665.5
Trading, at fair ValUE (1) ..ooeiiiiieee ettt 1,682.8 1,095.8
LT o F= Lo L= (o= T LT o Y S 1,162.2 1,244.3
Investment in limited partnerships, at fair value ............cccccooiiii i 215.6 —
Marketable equity securities, at fair value .............ccoooiiiiiiiiie e 1.6 7.4
Total Closed BIOCK INVESIEA @SSEES ......cc.uvieeiieeeeee et $ 6,233.8 $ 6,013.0

(1) As a result of the Reinsurance Transaction, the Company designated new purchases of fixed maturities supporting the Closed Block as trading
securities, which are carried at fair value on the Company's consolidated balance sheets. As of September 30, 2019 and December 31, 2018, the
majority of the trading fixed maturities were corporate securities, with a fair value of $1,295.6 and $918.9, respectively.

The Closed Block also had restricted cash of $74.0 and $50.5 as of September 30, 2019 and December 31, 2018,
respectively, which is included in receivables and other assets in the Company's consolidated balance sheets.

The Company remains liable to its policyholders to the extent that the reinsurer does not meet its contractual obligations.
In the event of the reinsurer's insolvency, the Company would reclaim the withheld assets supporting the reserve
liabilities. The Company has the ability to offset amounts due to the reinsurer with amounts owed from the reinsurer, as
well as access to amounts held in trust, which reduces the Company's risk of loss.

Balances related to Closed Block are reflected throughout the condensed notes to the consolidated financial statements.

4. Investments

The Company's investment portfolio consists of fixed maturity securities and commercial mortgage loans, as well as a
smaller allocation of investments in limited partnerships, derivatives, marketable equity securities, and other investments.
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SYMETRA FINANCIAL CORPORATION

CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

Available-for-sale Securities

The following tables summarize the Company's available-for-sale (AFS) fixed maturities:

As of September 30, 2019

Cost or Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
U.S. government and agenCIeS ...........ccceecueeueiieeeeiieieeereeseeereeereesaeeenes $ 5419 $ 103 $ (0.3) $ 551.9
State and political subdiviSions ..........cccccceviiiiii i 679.6 23.6 (0.4) 702.8
Corporate SECUNLIES ........coecvvieiieiiiieeeciee e e eiiee e eetie e e e eee e e e e e e e eenreeeeans 23,990.1 1,415.5 (58.6) 25,347.0
Residential mortgage-backed securities 2,254.2 48.9 (3.8) 2,299.3
Commercial mortgage-backed securities 1,001.9 37.0 (2.4) 1,036.5
Collateralized [oan obligations .............ccccieciiiiniiiiii e 2,197.6 1.3 (9.8) 2,189.1
Other debt obligations ............ccooiiiiiiiiei e 1,349.9 46.9 (2.5) 1,394.3
TOAL e e b e $ 320152 $ 1,583.5 $ (77.8) $ 33,520.9
As of December 31, 2018
Cost or Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
U.S. government and agencies $ 4359 §$ 30 $ 6.1) $ 432.8
State and political subdivisions 737.0 24 (10.5) 728.9
(O] 0T ] =1 (IR = o101 (= 24,255.3 206.1 (590.1) 23,871.3
Residential mortgage-backed securities ............cccceeeciieeeecciie e 2,453.0 6.5 (61.2) 2,398.3
Commercial mortgage-backed securities ............c.cccooiiiiiiiiiiiiciiinee 867.2 4.0 (12.8) 858.4
Collateralized loan obligations ............ccccveviiiiie i 933.6 0.2 (21.2) 912.6
Other debt obligations ...........coooiiiiiiiiie e 1,118.3 14.3 (10.8) 1,121.8
o) - | SR $ 30,8003 $ 2365 $ (712.7) $ 30,324.1

The Company maintains a diversified portfolio of corporate fixed maturity securities across industries. The following table
presents the composition of the Company's corporate securities portfolio by sector:

As of September 30, 2019

As of December 31, 2018

Fair Value

% of Total

Fair Value

% of Total

[0 Te (V1] (= AR $ 3,725.3 14.7% $ 3,640.7 15.3%
1Yo USRS 3,334.9 13.2 3,040.9 12.7
COoNSUMET StAPIES .....evvieeiiiiiiee ettt e e e e e e e e e enaeeeeans 3,051.9 12.0 2,960.4 12.4
FINGNCIAIS ...t 3,043.2 12.0 2,850.6 11.9
UIIIHIES ettt ettt 2,976.3 11.7 2,708.6 11.3
HEAItN CArE ... 2,953.8 11.7 2,775.5 11.6
Consumer diSCretioNary ........coooiiiiieeiiie e eee e s e e e e eneeee e 2,433.8 9.6 2,188.7 9.2
COoOmMMUNICALION SEIVICES .....coevvvieeiiiiiiieeee et eeeeaaas 2,006.4 7.9 1,871.3 7.8
1,821.4 7.2 1,834.6 7.8

$ 25,347.0 100.0% $ 23,871.3 100.0%
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

The following tables summarize gross unrealized losses and fair values of the Company's available-for-sale investments.
The tables are aggregated by investment category and present separately those securities that have been in a continuous
unrealized loss position for less than twelve months and for twelve months or more.

As of September 30, 2019

Less Than 12 Months 12 Months or More
Gross Gross
Fair Unrealized # of Fair Unrealized # of
Value Losses Securities Value Losses Securities
U.S. government and agencies ..........ccccceveeeriereeneenne $ 746 $ (0.3) 10 $ 21 $ — 2
State and political subdivisions ............ccccceeeciiieeennnnnn. 13.2 (0.3) 5 43.6 (0.1) 9
Corporate SECUMtIES .........ccceivviriiiiiieiiiieeie e 1,048.6 (49.2) 141 358.1 (9.4) 65
Residential mortgage-backed securities ..................... 283.5 (1.6) 72 227.3 (2.2) 115
Commercial mortgage-backed securities...................... 48.3 (0.8) 1 43.2 (1.6) 10
Collateralized loan obligations ............c.ccccveiriiicnnnnne 869.1 (3.0) 57 395.8 (6.8) 21
Other debt obligations ...........ccccceiiiiiiiiiiiicicceee 60.4 (1.9) 9 68.2 (0.6) 18
TOAl e e $ 23977 $ (57.1) 305 $ 1,138.3 $ (20.7) 240

As of December 31, 2018

Less Than 12 Months 12 Months or More
Gross Gross
Fair Unrealized # of Fair Unrealized # of

Value Losses Securities Value Losses Securities

U.S. government and agencies ............cccceceeeveeeeeneens $ 112 $ (0.3) 3§ 1999 §$ (5.8) 31
State and political subdivisions .............c.cccociniiiinnnnne 556.3 (0.7) 10 512.2 (9.8) 80
Corporate SECUNItIES ......ovveiieeeeeiiiiieeeciiieeeeeee e 11,030.9 (319.5) 971 6,774.3 (270.8) 440
Residential mortgage-backed securities ...................... 258.0 (3.4) 67 1,881.3 (57.8) 469
Commercial mortgage-backed securities ..................... 110.1 (3.6) 16 461.2 (9.2) 45
Collateralized loan obligations .............cccceeviieeennnnnnn. 811.2 (19.8) 45 411 (1.4) 3
Other debt obligations 188.9 (2.9) 15 288.4 (7.7) 39
TOAl e $ 12,4656 $ (350.2) 1,127 $10,1584 §$ (362.5) 1,107

Based on National Association of Insurance Commissioners (NAIC) ratings as of September 30, 2019 and December 31,
2018, the Company held below-investment-grade fixed maturities with fair values of $851.2 and $868.0, respectively, and
amortized costs of $822.2 and $888.0, respectively. These holdings amounted to 2.5% and 2.9% of the Company's
available-for-sale fixed maturities as of September 30, 2019 and December 31, 2018, respectively.

The following table summarizes the amortized costs and fair values of available-for-sale fixed maturities as of
September 30, 2019, by contractual years to maturity. Actual maturities may differ from contractual maturities because
borrowers may have the right to call or prepay obligations with or without penalties.

Amortized Fair

Cost Value
(T T o]l (= SRS $ 1,100.1 $ 1,103.0
Over one year through fiVe YEaIS .........coooiiiiiii i 9,248.4 9,497.7
Over five years through t€N YEArs ...........cocciiieiiiiiii e e e eaaeee s 10,110.4 10,689.5
(Y=Y T =Y 1 PR URRRR 4,832.7 5,397.5
Total fixed maturities with contractual maturity dates 25,291.6 26,687.7
Residential mortgage-backed SECULIES ..........ooviviiiiiiiiie e 2,254.2 2,299.3
Commercial mortgage-backed SECUTIES ............ccciiiiiiiiiiiiiii e 1,001.9 1,036.5
(7] 1 =1 C=T =1 4= To l To =T g e o] 1o F= o] o - SRS 2,197.6 2,189.1
Other asset-DACKEA SECUNMEIES .........oeeieiiieiieieeeee et e e e e e e e e e eaaeeees 1,269.9 1,308.3
Total fiXed MAtUMTIES .......eeeeeeeiieee e e $ 32,0152 $ 33,520.9
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SYMETRA FINANCIAL CORPORATION

CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Net Investment Income

(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

The following table summarizes the Company's net investment income:

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018

Fixed maturities — AFS ......oo i $ 2948 $ 2766 $ 8714 $ 825.3

Fixed maturities — Trading ..........cccoooiiiiiii e, 17.5 1.2 48.0 1.2

Marketable equity SECUNtIES .......c..ovvviiiiiiiiiiie e 2.3 3.5 6.3 121

MOMQage [0@NS .....coeeiiiiie et 77.4 73.1 223.7 205.7

(13T TSP 33 4.0 11.3 10.7
Total iINVeStMENT INCOME ..o 395.3 358.4 1,160.7 1,055.0
INVESIMENt EXPENSES .....viieeiiiiee ettt e e e (10.8) (11.7) (31.4) (32.8)
Ceded net investment income (1) (74.1) (86.3) (233.2) (86.3)

Net investment income ....

.......................................................................... $ 3104 $ 2604 $

896.1 $ 935.9

(1) Ceded net investment income represents statutory-basis investment income in the Closed Block.

Realized Gains (Losses)

The following table summarizes the Company's net realized gains (losses):

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018

Fixed maturities — AFS:

Gross gains ON SAIES ........cceeiuiiiiieiiieiiecciieie et enas $ 126 $ 151 $ 585 §$ 20.2

Gross l0SSES ON SAIES ...ciiicueiieeiiiiie e (4.0) (24.8) (27.4) (36.1)

Net impairment I0SSeS ..........ccciiiiiiiiiiii e (1.4) (0.6) (3.8) (3.6)
Marketable equity SecUrities (1) ....oooceeiiiiiee e (8.8) 5.1 3.3 (20.8)
Fixed maturities — Trading (2) ....ceoocveeeeeeieiee e eeeee e 55.3 (6.4) 201.7 (6.4)
Investments in limited partnerships (14.5) (10.6) (34.0) (34.7)
Net gains (losses) — Indexed products (3) ........ccceeeeeriiereeiiiieeeiiiieee s (23.0) 1.5 (96.2) 16.2
Annual unlocking IMPACE ......c..evviiiiie e e 13.2 (39.2) 13.2 (39.2)
DAC and VOBA adjustment ...........ccccoooiiiiiiiiiieiiceseesee e 5.8 (3.0) 25.9 (10.2)
Embedded derivative — Closed BIOCK ..........cccccviiiiiiiiiiee e, (150.0) 63.0 (536.0) 63.0
Ceded realized (gains) I0SSES (4) ..eeeeecuereeeiiiieeeeiieeeeesee e e e eneeeee e (11.1) (94.5) (83.1) (94.5)
(01011 () TSRS 1.9 0.5 1.6 (7.9)

Net realized gains (losses)

........................................................................ $  (124.0) $ (93.9) $

(476.3) $  (154.0)

(1) Includes net gains (losses) on changes in the fair value of equity securities held totaling $(7.1) and $6.0 for the three and nine months ended
September 30, 2019, respectively, and $(3.5) and $0.1 for the three and nine months ended September 30, 2018, respectively, Realized gains
(losses) on equity securities are net of changes in fair value of total return swaps held in 2018.

(2) Includes net gains (losses) on changes in the fair value of fixed maturities — trading held totaling $54.0 and $197.4 for the three and nine months

ended September 30,

2019, respectively, and $(6.4) for the three and nine months ended September 30, 2018.

(3) Includes changes in fair value of the FIA, indexed-linked annuities, and IUL embedded derivatives (VED) and related options.

(4) Includes ceded realized statutory-basis (gains) losses on sales of assets supporting the Closed Block.

(5) Includes net gains (losses) related to calls and redemptions, certain derivatives not designated for hedge accounting, commercial mortgage
loans, and other instruments. For more information on net gain (losses) on derivatives not designated as hedges, refer to Note 6.

Other-Than-Temporary

Impairments (OTTI)

The Company's review of available-for-sale fixed maturities for OTTI includes both quantitative and qualitative criteria.
Quantitative criteria include the length of time and amount that each security is in an unrealized loss position (i.e., is

underwater) and whethe

r expected future cash flows indicate that a credit loss exists.
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

While all securities are monitored for impairment, the Company's experience indicates that, under normal market
conditions, securities for which the cost or amortized cost exceeds fair value by less than 20% do not typically represent a
significant risk of impairment and, often, fair values recover over time as the factors that caused the declines improve. If
the estimated fair value has declined and remained below cost or amortized cost by 20% or more for at least six months,
the Company further analyzes the decrease in fair value to determine whether it is an other-than-temporary decline. To
make this determination for each security, the Company considers, among other factors:

+  Extent and duration of the decline in fair value below amortized cost;

« Financial condition and near-term prospects of the issuer of the security, including any specific events that may
affect its operations, earnings potential or compliance with terms and covenants of the security;

» Changes in the financial condition of the security's underlying collateral;
*  Any downgrades of the security by a rating agency;
»  Nonpayment of scheduled interest; and

»  Other indications that a credit loss has occurred.

Fixed Maturities — AFS

For fixed maturities, the Company concludes that an OTTI has occurred if a security is underwater and there is an intent
to sell the security, or it is more likely than not that the Company will be required to sell the security prior to recovery of its
amortized cost, considering any regulatory developments, prepayment or call notifications and the Company's liquidity
needs. If there is an intent or requirement to sell the security, the entire unrealized loss is recognized as an OTTI in net
realized gains (losses).

An OTTI has also occurred if the present value of expected cash flows is less than the amortized cost of the security (i.e.,
a credit loss exists). In such cases, the Company isolates the portion of the total unrealized loss related to the credit loss,
which is recognized in realized gains (losses) on the Company's consolidated statements of income (loss), and the
remainder is recorded as a non-credit OTTI through other comprehensive income (loss) (OCl).

To determine the amount of a credit loss, the Company calculates the recovery value by discounting its estimate of future
cash flows from the security. The discount rate is the original effective yield for corporate securities, which reflects book
value adjustments made at PGAAP, or current effective yield for mortgage-backed and other structured securities. The
amount of the credit loss equals the difference between the carrying value and recovery value of the security.

Determination of Credit-Related OTTI on Corporate Securities

To determine the recovery value for a corporate security, the Company performs an analysis including, but not limited to,
the following:

+  Expected cash flows of the issuer;

*  Fundamentals of the industry in which the issuer operates;

« Fundamentals of the issuer to determine what the Company would recover if the issuer were to file for bankruptcy
or restructure its debt outside of bankruptcy;

+  Expectations regarding defaults and recovery rates;

» Changes to the rating of the security by a rating agency;
*  Third-party guarantees; and

+ Additional available market information.

Determination of Credit-Related OTTI on Structured Securities

To determine the recovery value for a structured security, including residential mortgage-, commercial mortgage- and
other asset-backed securities, the Company performs an analysis including, but not limited to, the following:

+  Expected cash flows from the security;
*  Creditworthiness;

« Delinquency, debt-service coverage, and loan-to-value ratios on the underlying collateral;
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(All dollar amounts in millions, unless otherwise stated)
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* Underlying collateral values, vintage year and level of subordination;
»  Geographic concentrations; and

»  Susceptibility to prepayment due to changes in the interest rate environment.

The following table presents the severity and duration of the gross unrealized losses on the Company's underwater
available-for-sale fixed maturities, after the recognition of OTTI:

As of September 30, 2019 As of December 31, 2018
Gross Gross
Fair Unrealized # of Fair Unrealized # of
Value Losses Securities Value Losses Securities
Fixed maturities — AFS:
Underwater by 20% or more:
Less than 6 consecutive months ........................... $ 30 $ (1.4) 5 $ 819 § (23.7) 26
6 consecutive months ormore ...........cccceeevvvveenn. 1.8 (1.9) 8 1.3 (1.8) 6
Total underwater by 20% or more ...........cccceevevuenee 4.8 (3.3) 13 83.2 (25.5) 32
All other underwater fixed maturities ............cc.c.o..... 3,531.2 (74.5) 532 22,540.8 (687.2) 2,243
Total underwater fixed maturities ...............ccccccoeene.... $ 3,536.0 $ (77.8) 545 $ 22,624.0 $ (712.7) 2,275

Changes in the amount of credit-related OTTI recognized in net income (loss) when the portion related to other factors
was recognized in OCI were as follows:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
Balance, beginning of Period ............ccccoiiiiiiiiiiiei e $ 36 $ 39 $ 44 3 3.8
Increases recognized in the current period:
For which an OTTI was not previously recognized .............ccccceeeevveeenn. 0.4 0.2 0.6 0.8
Decreases attributable to:
Securities sold or paid down during the period .............cccceeiiiieeeennenn. (0.2) (0.3) (1.2) (0.8)
Balance, end Of PEIOT ........c..ccieiiiiiciieie et $ 38 § 38 § 38 § 3.8

The Company reviewed its available-for-sale securities with unrealized losses as of September 30, 2019 in accordance
with its impairment policy and determined, after the recognition of OTT], that the declines in fair value were temporary.
The Company did not intend to sell its underwater securities, and it was not more likely than not that the Company will be
required to sell the securities before recovery of cost or amortized cost, which may be maturity. This conclusion is
supported by the Company's spread analyses, cash flow modeling and expected continuation of contractually required
principal and interest payments.

Federal Home Loan Bank Funding Agreements

The Company has issued funding agreements to the Federal Home Loan Bank of Des Moines (FHLB DM) to support an
institutional spread program, where the Company earns spread-income primarily from the difference between investment
income earned and interest credited on the funding agreements. As of September 30, 2019 and December 31, 2018, the
Company had outstanding funding agreements of $1,022.7 and $105.7, respectively, with various maturity dates through
2029. The Company is required to provide collateral in excess of the funding agreement amounts outstanding. Eligible
collateral primarily consists of mortgage loans, commercial and residential mortgage backed securities, and government
or agency securities.

Investments in Limited Partnerships

The Company invests in various limited partnerships, including alternative investments (primarily private equity and hedge
funds), and tax credit investments. Tax credit investments are limited partnerships that are established to fund affordable
housing and other qualifying purposes, where the primary return on investment is in the form of income tax credits. As of
September 30, 2019 and December 31, 2018, the Company's limited partnerships had carrying values of the following:
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As of September 30, As of December 31,
2019 2018

Alternative INVESTMENTS ...ttt e s e e $ 263.3 $ 48.2
Affordable housing iINVESIMENTS .........ccoiiiiiiii e 93.1 122.3
Other tax credit INVESIMENTS ..o 6.9 7.8
Total limited partNerships .........ooi i e e $ 363.3 $ 178.3

The following table sets forth the impact of affordable housing project investments on net income (loss). These amounts
do not include the impacts of the Company's holdings in other types of tax credit investments.

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
Pass through @CHVIty .........ccc.ceeiiiieeiiieiee e $ (29) $ (5.6) $ (10.9) $ (18.8)
Wt DOWNS ...t (5.5) (6.4) (18.3) (16.7)
TaX DENEFILS ... s 1.7 2.5 6.1 7.5
Tax CreditS, NEL ... 8.4 9.8 24.8 30.0
Impact to Net iNCOME (IOSS) .....eovvveiueieeieiiieciie ettt $ 1.7 § 03 $ 17 $ 2.0

5. Mortgage Loans

The Company originates and manages a portfolio of mortgage loans, which are secured by first-mortgage liens on
income-producing commercial real estate, primarily in the retail, industrial and office building sectors.

The Company's mortgage loan portfolio is diversified by geographic region, loan size and scheduled maturity. As of
September 30, 2019, the two states with the largest concentrations of the Company's commercial mortgage loans were
California and Texas representing 26.0% and 11.0%, respectively, of total outstanding principal. Of the loans in California,
39.6% related to properties located in the Los Angeles area.

As of the Merger Date, all outstanding mortgage loans were measured at fair value, which resulted in the establishment of
a net premium for the portfolio. This net premium is amortized into net investment income on the consolidated statements
of income (loss) for each loan based on its expected maturity, using the effective interest rate method. As of

September 30, 2019 and December 31, 2018, the unamortized premium balance was $103.1 and $130.6, respectively.

Allowance for Loan Losses

The allowance for losses on mortgage loans provides for the risk of credit loss inherent in the lending process. The
allowance consists of a portfolio reserve for probable losses incurred but not specifically identified and, as needed,
specific reserves for impaired loans. The allowance for losses on mortgage loans is evaluated at each reporting period
and adjustments are recorded when appropriate. Loans are specifically evaluated for impairment if the Company
considers it probable that amounts due according to the terms of the loan agreement will not be collected, or the loan is
modified in a troubled debt restructuring. The Company establishes specific reserves for these loans when the fair value is
less than the carrying value.

To assist in its evaluation of the allowance for loan losses, the Company utilizes the following credit quality indicators to
categorize its loans as lower, medium or higher risk:

* Lower Risk Loans — Loans with an LTV ratio of less than 65%, and a DSCR of greater than 1.50.

*  Medium Risk Loans — Loans with an LTV ratio of less than 65% and a DSCR below 1.50, or loans with an LTV
ratio between 65% and 80% and a DSCR of greater than 1.50.

*  Higher Risk Loans — Loans with an LTV ratio greater than 80%, or loans that have an LTV ratio between 65% and
80% and a DSCR of less than 1.50.

As a result of the Merger, loans held as of February 1, 2016 (referred to as PGAAP loans) were adjusted to fair value,
which incorporated expectations for credit losses at that time, and the allowance was set to zero. The Company
separately monitors these loans for deterioration in credit quality or other indicators that a loss has incurred. Any
allowance related to these PGAAP loans reflects losses incurred subsequent to the Merger.
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The following table sets forth the Company's mortgage loans by risk category:

As of September 30, 2019 As of December 31, 2018
Balance % Balance %
LOWET FISK ..ttt $ 2,513.2 68.3% $ 1,965.2 66.9%
Medium risk 858.8 23.3 727.6 24.8
Higher risk 309.0 8.4 2447 8.3
Subtotal, excluding certain PGAAP 10aNnSs ........cccccvveiiiiiiee e 3,681.0 100.0 2,937.5 100.0
LOWET FISK ...ttt 2,375.0 74.0 2,586.9 73.0
690.9 21.5 745.9 21.0
143.6 4.5 211.2 6.0
3,209.5 100.0% 3,544.0 100.0%
5.0 3.6
$ 6,895.5 $ 6,485.1

(1) Represents loans set to fair value on February 1, 2016 for which there are no indications of subsequent credit deterioration.
(2) Includes deferred fees and costs, net of allowance for loan losses.

In developing the portfolio reserve for incurred, but not specifically identified losses, the Company evaluates loans by risk
category. The Company considers past loan experience, commercial real estate market conditions, third-party data for
expected losses on loans with similar LTV ratios and DSCRs, personal guarantees, and other relevant factors when
determining whether an allowance is needed for loans categorized as medium or higher risk. No allowance is recorded for
lower risk loans based on their characteristics and the Company's historical experience. In developing the provision for
specifically identified loans, a market valuation on the collateral is performed to determine if a reserve is necessary.

The following table summarizes the activity in the Company’s allowance for mortgage loan losses, which includes portfolio
and specific reserves:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
Allowance, beginning of Period .............ccooieiieeieiieceeee et $ 17 § 15 §$ 15 § 1.0
Increase (decrease) in provision for specific [0ans ...........cccccccoveeeeiieens (0.2) — — —
Increase (decrease) in provision for loans not specifically identified ....... 0.1 — 0.1 0.5
Allowance, end of PEriod ..........ccocoieiieiiieiece ettt $ 16 $ 15 § 16 $ 1.5

Non-performing loans, defined generally as those in default, close to being in default or more than 90 days past due, are
placed on non-accrual status. As of September 30, 2019 and December 31, 2018, there were no loans considered non-
performing.
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6. Derivative Instruments
The following table sets forth the fair value of the Company's derivative instruments, including embedded derivatives. In

the Company's consolidated balance sheets, derivative contracts in a liability position are included in other liabilities, and
embedded derivatives are included in the balances of the related underlying liabilities.

As of September 30, 2019 As of December 31, 2018
Notional Fair Value Notional Fair Value
Amount Assets Liabilities Amount Assets Liabilities
Derivatives designated as hedges:
Cash flow hedges:
Interest rate SWaps ........cccocceeiiie e $ 9242 $ 08 $ 0.7 $ 9166 $ 15 § —
Foreign currency SWaps ........ccccceeeeeeeeeenieeereencnnenn. 811.8 140.6 1.1 801.3 115.4 3.1
Total derivatives designated as hedges................... $ 1,736.0 $ 1414 $ 1.8 $ 17179 §$ 1169 $ 3.1
Derivatives not designated as hedges: -
INAEX OPtIONS .....veeeeeeceeeeeeeeeeeeeee e $ 9,006 $ 3301 $ 88 $ 82315 § 618 §$ 0.6
Embedded derivatives — Indexed products ........... — — 1,240.7 — — 871.5
Embedded derivative — Closed Block.................... — — 469.0 — 67.0 —
Other derivatives ...........ccoceiiiieiiiecieecee e 691.7 11.2 5.8 25.2 0.2 0.7
Total derivatives not designated as hedges.............. 9,693.3 341.3 1,724.3 8,256.7 129.0 872.8
Total derivatives ........ccooieeiiieiiieeeece e $ 11,4293 $ 4827 $ 1,7261 $ 99746 $ 2459 § 875.9

Collateral Arrangements and Offsetting of Financial Instruments

The Company's derivative contracts are typically governed by an International Swaps and Derivatives Association (ISDA)
Master Agreement. For each Master Agreement, the Company and the counterparty have also entered into a credit
support annex (CSA) to reduce the risk of counterparty default in derivative transactions by requiring the posting of cash
collateral or other financial assets. The CSA requires either party to post collateral when net exposures from all derivative
contracts between the parties exceed pre-determined contractual thresholds, which vary by counterparty. The amount of
net exposure is the difference between the derivative contract's fair value and the fair value of the collateral held for such
agreements with each counterparty. Collateral amounts required to be posted or received are determined daily based on
the net exposure with each counterparty under a master netting agreement.

The Company does not offset recognized collateral amounts pledged or received against the fair value amounts
recognized for derivative contracts. For certain centrally-cleared instruments, the Company is required to post initial
margin, which is determined at contract inception, as well as variation margin, which is based on the fair value of the
derivative contracts and generally determined on a daily basis. As of September 30, 2019 and December 31, 2018, the
Company posted initial margin of $24.1 and $21.3, respectively, related to its centrally-cleared derivatives. These amounts
are not reflected in collateral presented in the tables below.

Certain exchanges legally characterize variation margin payments as settlements as opposed to collateral for centrally
cleared derivatives. As a result, the variation margin for these securities reduces the fair value of the derivative recorded
in the Company's consolidated balance sheets.

In the Company's consolidated balance sheets, the Company recognizes cash collateral received in cash and cash
equivalents, and the obligation to return cash collateral in other liabilities. Non-cash collateral received is not recognized in
the Company's consolidated balance sheets. In the event of default, the counterparty relinquishes claim to the assets
pledged as collateral, and the Company recognizes the collateral as its own asset recorded at fair value, or, in the case of
cash collateral, derecognizes its obligation to return collateral.
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The following tables present the potential effect of netting arrangements by counterparty on the Company's consolidated

balance sheets:

As of September 30, 2019

Gross Amounts Not Offset in the
Consolidated Balance Sheets

Fair Value
Presented in the Financial Cash Collateral
Balance Sheets Instruments (1) Received Net Amount
Counterparty:
Assets:
$ 98.6 $ (2.0) $ (96.6) $ C
72.3 (1.8) (70.5) —
23.8 — (21.7) 21
1.4 (0.4) (10.8) 0.2
329 (0.2) (31.9) 0.8
42.2 (5.4) (36.8) —
32.7 (3.4) (28.7) 0.6
41.0 — (41.0) —
46.7 (0.6) (44.4) 1.7
68.1 (1.7) (64.7) 1.7
13.0 (0.9) (12.1) —
$ 4827 $ (16.4) $ (459.2) $ 71

(1) Represents amount of offsetting derivative liabilities that are subject to an enforceable master netting agreement or similar agreement that are
not net against the gross derivative assets for presentation on the Company's consolidated balance sheets.

As of Decembe

r 31, 2018

Gross Amounts No

t Offset in the

Consolidated Balance Sheets

Fair Value
Presented in the Financial Cash Collateral
Balance Sheets Instruments (1) Received Net Amount
Counterparty:
Assets:

$ 181 $ (2.6) $ (15.5) $ —
60.1 0.6) (59.5) —
18.7 — (18.7) —
11.8 — (11.8) —
ST 15.9 — (15.6) 0.3
H o 11.0 (0.5) (10.5) —
| e 16.3 — (16.0) 0.3
Other ..o 27.0 (0.7) (24.1) 22
Total derivative assets (2) ........ccceeveeveeieeiieiieieeie e $ 1789 $ 4.4) $ 171.7) $ 2.8

(1) Represents amount of offsetting derivative liabilities that are subject to an enforceable master netting agreement or similar agreement that are
not net against the gross derivative assets for presentation on the Company's consolidated balance sheets.

(2) Excludes embedded derivatives that have no counterparty.
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Derivatives Designated as Hedges

The following table presents the amount of gain (loss) recognized in OCI on derivatives qualifying and designated as cash
flow hedges:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
INtErest rate SWAPS .....ccciiciiiiiiiiiii et $ 79 § (6.0) $ 379 $ (30.6)
FOreign CUIrENCY SWAPS ...ceeicviieeeiiiiieeeeieeeeesieeeeeeeee e e e ee e eneeeeeennneeeas 30.9 6.3 46.8 20.5
e 2= | USSR $ 388 $ 03 $ 847 $ (10.1)

See Note 10 for amounts reclassified out of accumulated other comprehensive income (loss) (AOCI) into net realized
gains (losses) and net investment income on the Company's consolidated statements of income (loss). The Company
expects to reclassify net gains of $9.4 from AOCI into net income (loss) in the next 12 months due to maturities and
settlements of derivatives. Actual amounts may vary from this estimate as a result of market conditions.

As of September 30, 2019, the maximum term over which the Company is hedging its exposure to the variability in future
cash flows is approximately 21 years.

Derivatives Not Designated as Hedges

The following table shows the effect of derivatives not designated as hedges in the Company's consolidated statements of
income (loss), which is recorded in net realized gains (losses):

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018

INEX OPLONS ....vieieiiieie ettt e ereeeaeeereeenean $ 328 §$ 536 $ 207.7 $ 52.8

Total return SWaPS .......ccooiiiiii e — (27.9) — (47.4)

Embedded derivatives — Indexed products ............cccceveeiiiiieeiiiieeenns (36.9) (105.4) (292.7) (90.8)

Embedded derivative — Closed BIOCK ..........cccccvvvieiiiiiiiiiee e, (150.0) 63.0 (536.0) 63.0

Other derivativVes .........cociiiiiiiiice e 4.0 (1.9) 15.1 (1.9)
TOAL e $ (150.1) $ (18.6) $ (605.9) $ (24.3)

7. Fair Value of Financial Instruments

The Company determines the fair value of its financial instruments based on the fair value hierarchy, which favors the use
of observable inputs over the use of unobservable inputs. The Company has categorized its financial instruments into the
three-level hierarchy, which gives the highest priority to quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). The level assigned to a fair value measurement is based
on the lowest-level input that is significant to the measurement. The fair value measurements for the Company's financial
instruments are categorized as follows:

* Level 1 - Unadjusted quoted prices in active markets for identical instruments.

+ Level 2 - Quoted prices for similar instruments in active markets and model-derived valuations whose inputs are
observable. This category includes financial instruments that are valued using industry-standard pricing
methodologies or models. All significant inputs are observable or derived from observable information in the
marketplace.

* Level 3 - Fair value estimates whose significant inputs are unobservable. This includes financial instruments for
which fair value is estimated based on industry-standard pricing methodologies and internally developed models
utilizing significant inputs not based on or corroborated by readily available market information. In limited
circumstances, this may also utilize estimates based on non-binding broker quotes.

The following tables present the fair value of the Company's financial instruments classified by the valuation hierarchy
described above:
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As of September 30, 2019
Carrying
Amount Fair Value Level 1 Level 2 Level 3
Measured at fair value on a recurring basis:
Financial assets:
Fixed maturities — AFS:
U.S. government and agencies ...........ccceecuerverrenneneeneenens $ 5519 $ 5519 $ — 3 5519 $ —
State and political subdivisions .............cccccieiiiiiieiiii, 702.8 702.8 — 702.8 —
Corporate SECUNLIES .......evevevieieeiciiee e 25,347.0 25,347.0 — 24,906.9 440.1
Residential mortgage-backed securities 2,299.3 2,299.3 — 2,299.3 —

Commercial mortgage-backed securities 1,036.5 1,036.5 — 1,036.5 —
Collateralized loan obligations ............cccccoeeeeiiiiieeecciie e 2,189.1 2,189.1 — 2,189.1 —
Other debt obligations ...........cccoviiiiiiieieeeee e 1,394.3 1,394.3 — 1,336.7 57.6
Total fixed maturities —AFS .........ccoooiiiiiiiie e 33,520.9 33,520.9 — 33,023.2 497.7
Fixed maturities, trading .........cccccoviiiiiiiiie e 1,682.8 1,682.8 — 1,622.8 60.0
Marketable equity securities .............ccccocoiiiiiiiiiiiiii e 119.4 119.4 112.4 6.6 0.4
Derivatives:
[aT0 (=3 o] o] 1] R 330.1 330.1 — 330.1 —
Foreign Currency SWaps .........ccccoeceiiiiieniie i 140.6 140.6 — 140.6 —
OhEr s 12.0 12.0 — 12.0 —
Total derivatives ..........cooiiiiiiiie e 482.7 482.7 — 482.7 —
Short-term investments (1) .......cccooviriiiiiniiicnieeceeee 22.2 22.2 — 22.2 —
Total investments carried at fair value ...........ccccccceeeeiveiiiiiinnnnne. 35,828.0 35,828.0 112.4 35,157.5 558.1
Separate account assets ..........cccccoeiiiiieiiiiie e 1,064.0 1,064.0 1,064.0 — —
Total assets at fair value (2) ......cccoeeeeriiiiiieeeee e $ 36,8920 $ 36,8920 $ 1,176.4 $ 351575 $ 558.1
Financial liabilities: I
Embedded derivatives — Indexed products ..............cccccveneee. $ 1,240.7 $ 1,240.7 $ — $ — $ 1,240.7
Embedded derivative — Closed Block 469.0 469.0 — — 469.0

(1) Included in policy loans and other invested assets on the Company's consolidated balance sheets.

(2) Does not include amounts related to alternative investments (primarily hedge funds and private equity) that are measured using the net asset
value (NAV) practical expedient. The Company utilizes the fair value option for these investments, regardless of ownership percentage, to
standardize the related accounting and reporting. The investments in hedge funds have varying investment strategies, and redemption terms and
conditions. The fair value of these investments was $263.3 as of September 30, 2019.

22



SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)

(Unaudited)
As of December 31, 2018
Carrying
Amount Fair Value Level 1 Level 2 Level 3
Measured at fair value on a recurring basis:
Financial assets:
Fixed maturities — AFS:
U.S. government and agencCi€s ..........ccooerereenerienenenieennens $ 4328 $ 4328 $ — 3 4328 $ —
State and political subdivisions 728.9 728.9 — 728.9 —
Corporate SECUNLIES .......evevevieieeiciiee e 23,871.3 23,871.3 — 23,585.7 285.6
Residential mortgage-backed securities ..........c.ccccceeeinnen. 2,398.3 2,398.3 — 2,398.3 —
Commercial mortgage-backed securities ...........ccccoccoeeennns 858.4 858.4 — 858.4 —
Collateralized loan obligations ............cccccoeeeeiiiiieeecciie e 912.6 912.6 — 912.6 —
Other debt obligations ...........cccoviiiiiiieieeeee e 1,121.8 1,121.8 — 1,071.0 50.8
Total fixed maturities —AFS .........ccoooiiiiiiiie e 30,324.1 30,324.1 — 29,987.7 336.4
Fixed maturities, trading .........cccccoviiiiiiiiie e 1,095.8 1,095.8 — 1,095.8 —
Marketable equity securities .............ccccocoiiiiiiiiiiiiii e 97.7 97.7 85.2 12.0 0.5
Derivatives:
[aT0 (=3 o] o] 1] R 61.8 61.8 — 61.8 —
Foreign Currency SWaps .........ccccoeceiiiiieniie i 115.4 115.4 — 115.4 —
OhEr s 1.7 1.7 0.2 1.5 —
Total derivatives ..........ooeeeieiiii e 178.9 178.9 0.2 178.7 —
Total investments carried at fair value .............ccccccvvveeeeeeeeennnnn. 31,696.5 31,696.5 854 31,274.2 336.9
Embedded derivative — Closed BIOCK .........ccccoveviiiriiinnicennene 67.0 67.0 — — 67.0
Separate account assets ..........cccccoeiiiiieiiiiie e 904.3 904.3 904.3 — —
Total assets at fair value (1) .....ccooovvieiiiiiiiece e $ 32,6678 $ 326678 $ 989.7 $ 31,2742 $ 403.9
Financial liabilities: I
Embedded derivatives — Indexed products ..............cccccveneee. $ 8715 § 8715 § — 3 — 3 871.5

(1) Does not include amounts related to alternative investments (primarily hedge funds and private equity) that are measured using the net asset
value (NAV) practical expedient. The Company utilizes the fair value option for these investments, regardless of ownership percentage, to
standardize the related accounting and reporting. The investments in hedge funds have varying investment strategies, and redemption terms and
conditions. The fair value of these investments was $48.2 as of December 31, 2018.

Financial Instruments Measured at Fair Value on a Recurring Basis

Fixed Maturities

The vast majority of the Company's fixed maturities, including both available-for-sale and trading, have been classified as
Level 2 measurements. To make this assessment, the Company determines whether the market for a security is active
and if significant pricing inputs are observable. The Company predominantly utilizes third-party independent pricing
services to assist management in determining the fair value of its fixed maturity securities. As of September 30, 2019 and
December 31, 2018, pricing services provided prices for 93.8% and 94.5%, respectively, of the Company's fixed
maturities.

As of September 30, 2019, the Company had $2,122.3, or 6.0%, of its available-for-sale fixed maturities invested in
private placement securities. These securities were generally valued using a composite of observed comparable public
securities as well as reference yield curves. The yield curves are determined based on industry, credit quality, seniority
rank in the capital structure, and residual spreads determined by the Company's independent pricing service for each
security. The residual spreads are considered unobservable inputs and classified as a Level 3 measurement when they
are significant to the valuation result. When only observable inputs are significant to the valuation result, they are
classified as Level 2 measurements. The use of only significant observable inputs in determining the fair value of the
Company's investments in private placement securities resulted in the classification of $1,651.0, or 77.8%, as Level 2
measurements as of September 30, 2019. As of December 31, 2018, the Company had $1,576.9, or 5.0%, of its fixed
maturities invested in private placement securities, of which $1,303.6, or 82.7%, were classified as Level 2
measurements.
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As of September 30, 2019 and December 31, 2018, Level 3 fixed maturities had a fair value of $497.7 and $336.4,
respectively. Purchases and gross transfers into and out of Level 3 are summarized as follows:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
PUMCRESES ..ttt e an $ 88.8 $ 527 $ 1286 $ 84.5
Gross transfer into Level 3 (1) .ovvoveier e 29.7 — 83.6 81.4
Gross transfer out of Level 3 (1) ..cvveveeiiiieee e 31 98.9 — —

(1) Transfers into and out of Level 3 are generally the result of observable market information on a security no longer being available or utilized by
pricing vendors or becoming available or utilized by pricing vendors.

Corporate Securities

The maijority of corporate securities classified as Level 2 measurements are priced by independent pricing services
utilizing evaluated pricing models. Because many corporate securities do not trade on a daily basis, evaluated pricing
models apply available information through processes such as benchmark curves, benchmarking of like securities, sector
groupings and matrix pricing to prepare valuations. The significant inputs for security evaluations include benchmark
yields, reported trades, broker-dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, and
other reference data, including market research publications.

Residential Mortgage-backed Securities

The Company's residential mortgage-backed securities (RMBS) classified as Level 2 measurements are priced by pricing
services that utilize evaluated pricing models. Because many RMBS do not trade on a daily basis, evaluated pricing
models apply available information through processes such as benchmark curves, benchmarking of like securities, sector
groupings and matrix pricing to prepare evaluations. The significant observable inputs for security evaluations include
benchmark yields, reported trades, broker-dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids,
offers, and other reference data, including market research publications. In addition, the pricing services use models and
processes to develop prepayment and interest rate scenarios. The pricing services monitor market indicators, industry
and economic events, and their models take into account market convention.

Marketable Equity Securities

When the fair values of the Company's marketable equity securities are based on quoted market prices in active markets
for identical assets, they are classified as Level 1 measurements. The fair values of nonredeemable preferred stocks are
determined by pricing services utilizing evaluated pricing models and are classified as a Level 2 measurement. These
valuations are created based on benchmark curves using industry standard inputs and exchange prices of underlying
securities and common stock of the same issuer.

Index Options

Index options consist primarily of Standard & Poor's 500 Index® (S&P 500) options. The fair values of these index options
were determined using option pricing models. Significant inputs include index implied volatilities, index dividend yields,
index prices, a risk-free rate, option term, and option strike price. As these inputs are observable, most index options are
classified as a Level 2 measurement.

Foreign Currency Swaps

Foreign currency swaps are valued using an income approach. These swaps are priced using a discounted cash flow
model. The significant inputs include the projected cash flows, currency spot rates, swap yield curve, and cross currency
basis curve. As these inputs are observable, the foreign currency swaps valuation is classified as a Level 2 measurement.

Separate Accounts

Separate account assets are primarily invested in mutual funds with published NAVs, which are classified as a Level 1
measurement.

24



SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

Embedded Derivatives

Embedded derivatives primarily relate to the Company's indexed products, which credit interest to the policyholder's
account balance based on increases in selected indices, primarily the S&P 500. The fair value of the embedded derivative
reflects the excess of the projected benefits based on the indexed fund value over the projected benefits based on the
guaranteed fund value. The excess benefits are projected using best estimates for surrenders, mortality and indexed fund
interest, and discounted at a risk-free rate plus a spread for nonperformance and policyholder behavior risk.

Embedded derivatives were increased by issuances of indexed products as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2019 2018 2019 2018

[TCTU =T Lo T $ 225 $ 466 $ 976 $ 127.8

The Reinsurance Transaction also contains an embedded derivative related to the withheld assets supporting the Closed
Block annuity contracts. The embedded derivative is primarily measured as the change in the market-over-book value of
the assets supporting the Closed Block, which includes fixed maturities and mortgage loans.

Because the fair value measurement of these estimates utilizes significant unobservable inputs, the Company classifies
the valuation of embedded derivatives as a Level 3 measurement.

8. Deferred Policy Acquisition Costs (DAC) and Value of Business Acquired (VOBA)

The following table provides a reconciliation of the beginning and ending balance for DAC:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018

Unamortized balance, beginning of period .............cccccoeeiviiiieiiecieceecieee. $ 7194 §$ 5327 $ 6099 $ 407.2

Deferral of acquisition COStS .........coiiiiiiiiiiiieie e 67.3 56.8 198.3 190.8

Adjustments related to realized (gains) 10SSES (1) .cvvvvevivieereiiiiieeeiien. 0.5 2.5 13.4 (3.5)

Amortization — excluding unlocking (17.9) (28.8) (50.1) (30.4)

Amortization — impact of unlocking (1) ......cccceoeeiiiiiiiiiiiecee (2.6) (2.5) (4.8) (3.4)

Adjustment for Closed BIOCK (2) .......oveviiiieieiieee e — (12.6) — (12.6)
Unamortized balance, end of period ...........ccocveeiieiiiiie e 766.7 548.1 766.7 548.1

Accumulated effect of net unrealized (gains) losses...........cccccceririirnnene (123.3) 37.0 (123.3) 37.0
Balance, end Of PEIOA ........c.cccuiiiiiiiiiicie et $ 643.4 $ 585.1 $ 6434 $ 585.1

(1) Includes the impact of assumption and experience unlocking related to quarterly investment prepayment activity as well as the Company's annual
unlocking process, which takes place during the third quarter of each year.

(2) The DAC balance associated with policies reinsured under the Reinsurance Transaction was reclassified to the beginning balance of the deposit
asset.

The following table provides a reconciliation of the beginning and ending balance for VOBA:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018

Unamortized balance, beginning of period .............ccccooeivieiieiiecieieee $ 3088 $ 3328 $ 3203 $ 358.1

Adjustments related to realized (gains) 10SS€S (1) .ccvevvevviiveeeiiiiieeeeiiee, (0.1) 6.5 9.4 4.9

Amortization — excluding unlocking ...........ccccceeiiiiiiiiiiiieiie e, (9.3) (9.9) (28.1) (31.5)

Amortization — impact of unlocking (1) ....ccvveviiireiiee e, 2.6 (2.2) 0.4 (4.3)
Unamortized balance, end of period ............cocovveiieiiiiii i 302.0 327.2 302.0 327.2

Accumulated effect of net unrealized (gains) losses ...........cccccvriiicirnnen. (149.2) 67.3 (149.2) 67.3

Balance, end of period $ 1528 §$ 3945 $ 152.8 $ 394.5

(1) Includes the impact of assumption and experience unlocking related to quarterly investment prepayment activity as well as the Company's annual
unlocking process, which takes place during the third quarter of each year.
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9. Liability for Unpaid Claims and Claim Adjustment Expenses

The following tables provide reconciliations of the beginning and ending liability balances for unpaid claims and claims
adjustment expenses (CAE) disaggregated by medical stop-loss, group life and DI, and other. These reserves include
policy and contract claims and certain amounts recorded in future policy benefits on the Company's consolidated balance
sheets. Liabilities for claims represent estimates that involve significant judgments. The Company reviews its estimates
regularly and makes any necessary adjustments based on experience and expectations.

For the Nine Months Ended September 30,

Medical Stop-Loss 2019 2018
(=221 =T aToZ= TN o =Y 10T a1 Te ol oY= T Yo $ 1494 $ 153.1

Less: reinsurance reCoverables ... 6.4 12.4
Net balance, beginning Of PEFHIOT ..........ooiiiiiiiie e aee s 143.0 140.7
Incurred related to insured events of:

TRE CUITENE YA ...ttt e e e e e e e e e bbbt ettt e e e e e e e e e e nntbbaaaeaaaaaaaaaann 457.3 367.4

10T =T T PSSP TPSR 30.1 (10.4)
TOAI INCUITEA ...ttt e bt e e it e e te e e nan e e e et e ne e e eaneeenbeeeennee e 487.4 357.0
Paid related to insured events of:

LI LS04 =01 00T | PSR 252.0 212.2

L 10 V=T T SRS 154.0 120.6
o] €= L o= 1o PP PUPUR R RROUPNS 406.0 332.8
Net balance, end Of PEHOA ..........c.viiiiiiiiie et e e areea s 224.4 164.9

Add: reinSUranCe reCOVErabIES ..........c.coiiiiiiiiiiiii e 5.3 7.9
Balance, nd Of PEHOA  .....c..uiiiiieee et bbb $ 2297 $ 172.8

For the nine months ended September 30, 2019, the change in prior year incurred claims for medical stop-loss was
primarily due to unfavorable claims experience on policies issued in January 2018. For the nine months ended

September 30, 2018, the change in prior year incurred claims was primarily due to favorable claims experience on policies
issued in January 2017.

For the Nine Months Ended September 30,

Group Life and DI 2019 2018
Balance, beginning Of PEHOA ........c.eii it $ 2300 $ 184.2

Less: reinsSurance reCoVErables ...........ciiiiiiiiiiiii e 40.3 41.9
Net balance, beginning of PEriIOd ........cc.eiiiii e enaeee s 189.7 142.3
Incurred related to insured events of:

TRE CUITENE YEAI ..t ettt e et er e e n e et e e e e e eanee 151.5 150.9

PHIOFr YEAIS .o (6.6) (2.7)
L] €= LT o0 =T PP PRSP 144.9 148.2
Paid related to insured events of:

The current year 76.0 73.8

Prior years ................... 52.7 38.6
el t= L 2= T PP PRSPPI PPPP PPN 128.7 112.4
Net balance, end Of PErIOA ........ooiiiiiiii e s 205.9 178.1

Add: reinSUranCe reCOVEIADIES .........uiiiiiiiiii et e e e e e e e e e e e aaaaaaeeens 36.3 41.5
Balance, €nd Of PEHOA  ......ccuiiiiie e nee s $ 2422 $ 219.6
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For the Nine Months Ended September 30,

Other 2019 2018
Balance, beginning Of PEHOA ........cuiiiiiiii ettt $ 370 $ 29.6

Less: reinsurance recoverables 4.5 4.7
Net balance, beginning of period 32.5 24.9
Incurred related to insured events of:

The current year 82.2 84.4

Prioryears .................. 0.9 3.0
B o] =1 I T g Lol U5 (= Yo SRRt 83.1 87.4
Paid related to insured events of:

LI ST oTU 14 = 0 B0 S 66.6 61.5

PO WBAIS .ttt et e et a e e e 26.7 20.6
o) = o= o S 93.3 82.1
Net balance, end Of PEHOA ........couiiiiiiie e e e e e e e e enaeea s 22.3 30.2

Add: reinSUranCe reCOVEIADIES ...........cooiiiiiiiiiiiiiiiieeee e et e ee e eee ettt e e eaaeeeaeeaaeeeeeeeessssnnnns 2.4 3.2
=21 = aToZ Y= g o o) oY= 4 o o S $ 247 $ 33.4

The Company's short duration contracts primarily include medical stop-loss and group life and DI. The following table
presents total of incurred but not reported (IBNR) liabilities, including expected development on reported claims:

As of September 30, 2019

Year of Insured Event Medical Stop-Loss Group Life and DI
IBNR Reserves:
b0l A= 14 o I o Lo PR S $ — 3 4.8
20 TSRS URTRP 15.2 6.7
D20 SRR 174.8 48.3
o] - | PRSP $ 1900 $ 59.8

10. Stockholder's Equity

The following tables summarize the components of AOCI and the adjustments to OCI for amounts reclassified from AOCI
into net income (loss) for the three and nine months ended September 30, 2019:

Net Unrealized OTTI on Fixed . Net Gains Accumulated
Gains (Losses) on Maturities Adjustment  (Losses) on Other
Available-for- not related to forDACand  CashFlow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income (Loss)
Balance as of July 1, 2019 ..o $ 8721 $ (0.5) $ (174.5) $ 422 $ 739.3
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ............... 322.6 (0.3) (72.2) 30.6 280.7
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......cccoevcieiiii e — — — 1.6 1.6
Foreign currency swaps .........ccccccveevrveenenne — — — (1.8) (1.8)
Net realized (gains) losses ...........c.ccccceeveenen. (7.2) — (1.1) 0.1 (8.2)
Total provision (benefit) for income taxes....... 1.5 — 0.3 — 1.8
Total reclassifications from AOCI, net of taxes.. (5.7) — (0.8) (0.1) (6.6)
Other comprehensive income (loss) after
reclassifications .............cocooeeoeveereeeeenn. 316.9 (0.3) (73.0) 30.5 2741
Balance as of September 30, 2019..................... $ 1,189.0 $ (0.8) $ (247.5) $ 727 $ 1,013.4

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $85.8, $(0.1), $(19.2), $8.1, and $74.6, respectively, for the three
months ended September 30, 2019.
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(2) Reclassification adjustments of OTTI on fixed maturities not related to credit losses are included in changes in unrealized gains and losses on
available-for-sale securities within the Company's consolidated statements of comprehensive income (loss).

Net Unrealized OTTI on Fixed . Net Gains Accumulated
Gains (Losses) on Maturities Adjustment  (Losses) on Other
Available-for- not related to forDACand  Cash Flow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income (Loss)
Balance as of January 1, 2019 ........c.cccocoeeienee. $ (417.3) $ (1.2) $ 86.0 $ 1.2 $ (321.3)
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ............... 1,627.8 (0.6) (315.0) 66.9 1,379.1
Reclassifications recorded in:
Net investment income:
Interest rate swaps .........cccccceeiciiiiiiiiieene. — — — 6.1 6.1
Foreign currency swaps .......ccccccevevveeeennnnn. — — — (7.7) (7.7)
Net realized (gains) losses ..........ccccceeeenieennen. (27.2) 1.2 (23.4) (4.4) (53.8)
Total provision (benefit) for income taxes....... 5.7 (0.2) 4.9 1.2 11.6
Total reclassifications from AOCI, net of taxes.. (21.5) 1.0 (18.5) (4.8) (43.8)
Other comprehensive income (loss) after
reclassifications .............ccccooeceervreeeneennnn. 1,606.3 0.4 (333.5) 62.1 1,335.3
Adoption of new accounting standard (3) ......... — — — (0.6) (0.6)
Balance as of September 30, 2019..................... $ 1,189.0 $ (0.8) $ (247.5) $ 727 $ 1,013.4

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $432.8, $(0.2), $(83.8), $17.8, and $366.6, respectively, for the nine
months ended September 30, 2019.

(2) Reclassification adjustments of OTTI on fixed maturities not related to credit losses are included in changes in unrealized gains and losses on
available-for-sale securities within the Company's consolidated statements of comprehensive income (loss).

(3) Accounting Standards Update No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities.
Refer to Note 2 for further discussion.

The following tables summarize the components of AOCI and the adjustments to OCI for amounts reclassified from AOCI
into net income (loss) for the three and nine months ended September 30, 2018:

Net Unrealized OTTI on Fixed Net Gains Accumulated
Gains (Losses) on Maturities Adjustment (Losses) on Other
Available-for- not related to for DAC and Cash Flow  Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income
Balance as of July 1, 2018 ..........cccoveeevereenennns $ (312.2) $ 0.3) $ 864 $ (33.0) $ (259.1)
Other comprehensive income (loss) before
reclassifications, net of taxes (1) .................. (86.3) (0.1) 14.9 04 (71.1)
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......ccceeeeieeeeiiie e — — — 1.6 1.6
Foreign currency swaps ..........cccceceeeveeennnn. — — — (1.9) (1.9)
Net realized (gains) 10SSES ........cccceeviieeeninens 10.3 — (8.6) 0.1 1.8
Total provision (benefit) for income taxes....... (2.2) — 1.8 — (0.4)
Total reclassifications from AOCI, net of taxes.. 8.1 — (6.8) (0.2) 1.1
Other comprehensive income (loss) after
reclassifications .............cccooeecemeereereeeeeenn., (78.2) (0.1) 8.1 0.2 (70.0)
Balance as of September 30, 2018 ..................... $ (390.4) $ 0.4) $ 945 $ (32.8) $ (329.1)

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $(22.9), $0.0, $3.9, $0.0, and $(19.0), respectively, for the three

months ended September 30, 2018.
(2) Reclassification adjustments of OTTI on fixed maturities not related to credit losses are included in changes in unrealized gains and losses on
available-for-sale securities within the Company's consolidated statements of comprehensive income (loss).
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Net Unrealized OTTI on Fixed Net Gains Accumulated
Gains (Losses) on Maturities Adjustment (Losses) on Other
Available-for- not related to for DAC and Cash Flow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income
Balance as of January 1, 2018 .........cccccceveuenennnn. $ 6465 $ 0.3) $ (63.6) $ (27.7) $ 554.9
Other comprehensive income (loss) before
reclassifications, net of taxes (1) .................. (938.7) (0.1) 159.2 (7.9) (787.5)
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......ccceecieeeiiiie e — — — 3.3 3.3
Foreign currency swaps ...........cccoceevieenene — — — (5.0) (5.0)
Net realized (gains) l0SS€S ......ccccvvvveeicieeennns 20.4 — (1.4) 5.3 24.3
Total provision (benefit) for income taxes....... (4.3) — 0.3 (0.8) (4.8)
Total reclassifications from AOCI, net of taxes.. 16.1 — (1.1) 2.8 17.8
Other comprehensive income (loss) after
reclassifications ............c.ccoceveceeeereereeeenenn. (922.6) (0.1) 158.1 (6.1) (769.7)
Adoption of new accounting standard (3) ......... (114.3) — — — (114.3)
Balance as of September 30, 2018 ..........cc....... $ (390.4) $ (0.4) $ 945 $ (32.8) $ (329.1)

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $(249.5), $0.0, $42.3, $(2.2), and $(209.4), respectively, for the nine
months ended September 30, 2018.

(2) Reclassification adjustments of OTTI on fixed maturities not related to credit losses are included in changes in unrealized gains and losses on
available-for-sale securities within the Company's consolidated statements of comprehensive income (loss).

(3) Accounting Standards Update No. 2016-01, Financial Instruments (Topic 825): Recognition and Measurement of Financial Assets and Financial
Liabilities.

11. Commitments and Contingencies

Litigation

Because of the nature of its business, the Company is subject to legal actions filed or threatened in the ordinary course of
its business operations. The Company establishes liabilities for litigation and regulatory actions when it is probable that a
loss has been incurred and the amount of the loss can be reasonably estimated. For matters where a loss is believed to
be reasonably possible, but not probable, no liability is established. For such matters, the Company may provide an
estimate of the possible loss or range of loss or a statement that such an estimate cannot be made. The Company
reviews relevant information with respect to litigation and regulatory matters on a quarterly basis and updates its
established liabilities, disclosures and estimates of reasonably possible losses or range of loss based on such reviews.

Although the Company cannot predict the outcome of any litigation or regulatory action, the Company does not believe
that any such matters will have an impact on its financial condition or results of operations that differs materially from the
Company’s established liabilities. Given the inherent difficulty in predicting the outcome of such matters, however, it is
possible that an adverse outcome in certain such matters could be material to the Company’s financial condition or results
of operations for any particular reporting period.

Commitments

The Company has committed to provide future capital contributions for investments in limited partnerships related to its
alternative investments (hedge and private equity funds). As of September 30, 2019 and December 31, 2018, the amount
of these unfunded commitments were $349.6 and $0.3, respectively.

As of September 30, 2019 and December 31, 2018, unfunded mortgage loan commitments were $101.3 and $65.9,
respectively. The Company had no other material commitments or contingencies as of September 30, 2019 and
December 31, 2018.
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12. Segment Information

The Company offers a broad range of products and services that include retirement, employment-based benefits, and life
insurance products. These operations are managed separately as three divisions. In third quarter 2018, and as a result of
the Reinsurance Transaction, the Company revised its segments into three business segments based on product
groupings and information used by management: Benefits, Retirement, and Individual Life. The Company also has a
fourth reportable segment, Other, consisting primarily of unallocated corporate items and surplus investment income.

The results from operations related to the business exited through the Reinsurance Transaction are reported as the
"Closed Block" and included in the Company's consolidated financial statements. The income (loss) related to the Closed
Block is excluded from the profitability measures used by management, which results in more informative financial trends
from the Company's core business and aligns results with how the Company manages its segments. Prior period results
have been adjusted to reflect this change.

The primary profitability measure that management uses to manage business segment results is adjusted pre-tax income
(loss), which is defined as income from operations excluding results of the Closed Block, intangible asset amortization,
and certain net realized gains (losses). Excluded gains (losses) are associated with the following:

* investment impairment, sales, or other disposals,

+ changes in the fair value of mark-to-market investments and derivative investments,

+ changes in the fair value of embedded derivatives related to the Company's indexed products, and
+ DAC, VOBA, and DSI impacts related to these items.

The following table presents selected financial information by segment and reconciles segment pre-tax adjusted operating
income (loss) to amounts reported in the Company's consolidated statements of income (loss):

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
Segment adjusted pre-tax income (loss):
2T T 11T S $ 270 $ 241 % 36.6 $ 57.8
REtIreMENt ..o e 38.6 30.5 110.1 87.1
INAIVIAUAT LIfE .ottt 8.6 (5.5) 19.8 8.9
({0 =Y USSP PRROPR (8.0) (8.0) (29.6) (29.4)
Total segment adjusted pre-tax iNCOME ..........ccoeevieeeiiiiieeeeciee e 66.2 411 136.9 124 .4
Add (deduct) the following:
Excluded realized gains (I0SSES) ........ccevveeiiiieeieiiiee e (11.4) (28.5) (52.4) (32.5)
Amortization of intangible assets ...........ccoccveiiiiii i (22.0) (21.7) (65.5) (63.5)
Closed Block — mark-to-market gains (I0SS€S) .........ccccceveiiriiiiinicnnens (96.0) 56.6 (338.6) 56.6
Closed Block — Other results ..........ccccoeiiiiieeeiiiie e (3.0) (117.6) (46.5) (147.1)
Income (loss) from operations before income taxes ...........ccccceevvevieeeeennns $ (66.2) $ (70.1) $ (366.1) $ (62.1)
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The following table presents total adjusted revenue by segment:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2019 2018 2019 2018
Segment adjusted revenue:
BENEItS ..ot $ 2970 $ 256.7 $ 8879 $ 770.0
REtremMENt ... 2344 200.3 688.0 579.3
INAIVIAUAT LIfe ..o 160.8 144.3 460.8 424 1
OFNEI ettt 1.4 (2.6) (5.8) (11.0)
Total segment adjusted revenue ...............cccocuvecvieiieiicceee e 693.6 598.7 2,030.9 1,762.4
Add (deduct) the following:
Excluded realized gains (I0SSES) ...........ccouviivieiiieieieie e (11.4) (28.5) (52.4) (32.5)
Closed Block — mark-to-market gains (I0SS€S) ..........ccccoovvveeiiiiiieeeinns (96.0) 56.6 (338.6) 56.6
Closed Block — otherrevenues ...............ccccccooiiiiieiicie e (14.6) (123.3) (81.5) (0.1)

TOtal FEVENUE ..ot $ 5716 $ 503.5 $ 1,558.4 $ 1,786.4

Segment adjusted revenue represents segment revenue excluding certain net realized gains and losses and revenue in
the Closed Block, as explained above.

The following table presents total assets by segment:

As of As of
September 30, 2019 December 31, 2018

Segment assets:

BENEIES ...ttt ettt ne et eneeaeeneenes $ 1,598.6 $ 1,501.6
LS =7 01T o PSS 28,663.7 25,080.7
INAIVIAUAT LIFE ...ttt s ae et e e s e s e eeesaeeneeneeneeseeneenen 8,934.2 8,005.9
OBNEI ettt ettt ettt ettt ettt e b et eae st e et et e 2,778.9 2,619.9
TOtal SEGMENT @SSEES ..o e e et e e e e e e e e e e e e e e e eaaeeeeesaneaeeaan 41,975.4 37,208.1
Add: CloSed BIOCK @SSELS (1) ... et e e e e e e 12,083.0 12,055.1
TOTAI @SSEES ... .ottt ettt ettt a ettt eaeeteent et e eteeneeneanean $ 54,0584 $ 49,263.2

(1) Primarily includes deposit asset and invested assets related to Closed Block.

13. Credit Facilities

In June 2019, the Company entered into a $300.0 senior unsecured revolving credit facility with a syndicate of lending
institutions. The facility also provides access to additional financing up to $100.0, subject to the availability of
commitments from the lenders. The facility matures in June 2024 and is available to provide support for working capital,
capital expenditures, and other general corporate purposes.

Borrowings under the facility will bear interest at a variable annual rate based on adjusted LIBOR or the alternate base
rate plus, in each case, an applicable margin. Under the terms of the facility, the Company's debt-to-capitalization ratio,
excluding AOCI, may not exceed 35.0%, and each of the Company's material insurance company subsidiaries must
maintain a risk-based capital ratio of at least 225.0%, and conform with customary affirmative covenants. The Company is
required to pay facility fees ranging from 0.1% to 0.3%, depending on the Company's ratings with Moody's and S&P, on
the daily amount of the commitment. The Company had no outstanding borrowings under the facility and was in
compliance with all covenants as of September 30, 2019.

In June 2019, concurrently with entry into the unsecured revolving credit facility referenced above, the Company
terminated its prior $400.0 credit agreement, which was set to mature in August 2019.
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