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Unless the context otherwise requires, references in this Annual Report on Form 10-K to “we,” “our,” “us” and “the Company” are to Symetra Financial Corporation together
with its subsidiaries. References to “Symetra” refer to Symetra Financial Corporation on a stand-alone, non-consolidated basis.
 

Forward-Looking Statements
 

This Annual Report on Form 10-K, including Management’s Discussion and Analysis of Financial Condition and Results of Operations, contains statements, which constitute
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. All statements, other than statements of
current or historical facts included or referenced in this report that address activities, events or developments that we expect or anticipate will or may occur in the future, are forward-looking
statements. The words “will,” “believe,” “intend,” “plan,” “expect,” “anticipate,” “project,” “estimate,” “predict” and similar expressions also are intended to identify forward-looking
statements. These forward-looking statements include, among others, statements with respect to our:
 

 •    estimates or projections of revenues, net income, net income per share, adjusted operating income, adjusted operating income per share, market share or other financial
forecasts;

 

 •    trends in operations, financial performance and financial condition;
 

 •    financial and operating targets or plans; and
 

 •    business and growth strategy, including prospective products, services and distribution partners.
 

These statements are based on certain assumptions and analyses made by us in light of our experience and perception of historical trends, current conditions and expected future
developments, as well as other factors believed to be appropriate under the circumstances. Whether actual results and developments will conform to our expectations and predictions is subject to
a number of risks, uncertainties and contingencies that could cause actual results to differ materially from expectations, including, among others:
 

 •    general economic, market or business conditions, including further economic downturns or other adverse conditions in the global and domestic capital and credit markets;
 

 •    the availability of capital and financing;
 

 •    potential investment losses;
 

 •    the effects of fluctuations in interest rates and a prolonged low interest rate environment;
 

 •    recorded reserves for future policy benefits and claims subsequently proving to be inadequate or inaccurate;
 

 •    deviations from assumptions used in setting prices for insurance and annuity products;
 

 •    continued viability of certain products under various economic and other conditions;
 

 •    market pricing and competitive trends related to insurance products and services;
 

 •    changes in amortization of deferred policy acquisition costs;
 

 •    financial strength or credit ratings downgrades;
 

 •    the continued availability and cost of reinsurance coverage;
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 •    changes in laws or regulations, or their interpretation, including those that could increase our business costs and required capital levels;
 

 •    the ability of Symetra’s subsidiaries to pay dividends to Symetra;
 

 •    the ability of the new executive leadership team to successfully implement business strategies;
 

 •    the effects of implementation of the Patient Protection and Affordable Care Act (“PPACA”);
 

 •    the effects of implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd Frank Act”); and
 

 •    the risks that are described in Item 1A—“Risk Factors” in this report.
 

Consequently, all of the forward-looking statements made in this report are qualified by these cautionary statements, and there can be no assurance that the actual results or
developments anticipated by us will be realized or, even if substantially realized, that they will have the expected consequences to, or effects on, our business or operations. We assume no
obligation to update publicly any such forward-looking statements, whether as a result of new information, future events or otherwise.
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PART I
 

Item 1.  Business
 

Overview
 

Our Business
 

We are a financial services company in the life insurance industry, headquartered in Bellevue, Washington, focused on profitable growth in select group health, retirement, life
insurance and employee benefits markets. Our operations date back to 1957 and many of our agency and distribution relationships have been in place for decades.
 

On January 22, 2010, shares of our common stock began trading on the New York Stock Exchange, or NYSE. On January 27, 2010, we completed the initial public offering of our
common stock. The offering included 25,259,510 newly issued shares of common stock sold by us and 9,700,490 existing shares of common stock sold by selling stockholders.
 

We nationally distribute our array of annuity and insurance products through an extensive and diversified independent distribution network. Our distributors include financial
institutions, employee benefits brokers, third party administrators, specialty brokers, brokerage general agents, independent agents and advisors. We believe that our distribution network allows
us to access a broad share of the consumer markets for insurance and financial services products. We currently distribute our annuity and life insurance products through approximately 17,000
independent agents, 24 key financial institutions and 4,600 independent employee benefits brokers. We continually add new distribution relationships to expand the breadth of partners offering
our products.
 

Our Segments
 

We manage our business through three divisions composed of four operating segments and one non-operating segment:
 

Group Division
 

 •    Group.  We offer medical stop-loss insurance, limited benefit medical plans, group life insurance, accidental death and dismemberment insurance and disability income
insurance mainly to employer groups of 50 to 5,000 individuals. In addition to our insurance products, we offer managing general underwriting, or MGU, services.

 

Retirement Division
 

 •    Deferred Annuities.  We offer fixed and variable deferred annuities to consumers who want to accumulate tax-deferred assets for retirement.
 

 •    Income Annuities.  We offer single premium immediate annuities, or SPIAs, to customers seeking a reliable source of retirement income or to protect against outliving
their assets during retirement, and structured settlement annuities to fund third party personal injury settlements. In addition, we offer funding services options to existing
structured settlement clients.

 

Life Division
 

 •    Life.  We offer a wide array of individual products such as term and universal life insurance, including single premium life insurance, as well as bank-owned life
insurance, or BOLI.
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Other
 

 •    Other.  This segment consists of unallocated corporate income, composed primarily of investment income on unallocated surplus, unallocated corporate expenses, interest
expense on debt, earnings related to our limited partnership interests, the results of small, non-insurance businesses that are managed outside of our divisions, and inter-
segment elimination entries.

 

See Note 21 to the Consolidated Financial Statements for financial results of our segments, including our operating revenues, for each of the last three fiscal years.
 

Our Strategies
 

We believe we are well positioned to enhance shareholder value through the pursuit of the following strategies focused on growth and diversification of our business:
 

Group Division:
 

 •    Sustain our solid underwriting track record in medical stop-loss insurance.  We believe we are considered a market leader in medical stop-loss because of the relatively
large size of our block of business and our track-record of profitability. We plan to continue to focus on managing the loss ratio results to be within our long-term target
range, while pursuing growth when the marketplace allows us to achieve our target pricing.

 

 •    Expand our group life product to mid-sized businesses.  We announced in January 2011 our initiative to significantly expand our presence in the group life marketplace
by leveraging our strong relationships with employee benefit brokers to deliver an enhanced suite of group life and disability income insurance products and solutions to
mid-sized businesses.

 

Retirement Division:
 

 •    Drive profitable growth by selling annuities through large financial institutions and broker-dealers.  We have a two-pronged approach to expanding product sales
consisting of deepening our existing distribution relationships and adding new distribution partners and contract holders. We believe that we are adept at developing
annuity products that align with the needs of our key distribution partners. Furthermore, by treating our distributors as clients and providing them with first-rate levels of
service, we look to cultivate strong relationships, and continue expanding our national distribution network.

 

 •    Diversifying into fixed indexed annuities and evaluating other less interest sensitive products.  We intend to release a new fixed indexed annuity product in the second
quarter of 2011 with distribution focused in the financial institution channel, where we have a strong presence, and the broker-dealer channel. In addition, we are
exploring enhancements of our registered products as an opportunity to diversify our credit and interest rate risk. We believe these products could help expand our
distribution footprint in the broker-dealer channel.

 

Life Division:
 

 •    Broaden portfolio of life insurance products and expand into new distribution markets.  We intend to continue to leverage our relationships with large financial
institutions to sell single premium life insurance. In addition, we plan to develop new life insurance products for the brokerage general agent marketplace. We further plan
to capitalize on our expertise in BOLI and expand into the company owned life insurance, or COLI, marketplace.
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Corporate:
 

 •    Effectively deploy capital to maximize long-term shareholder value.  We believe our capital management strategy enables us to remain flexible and allocate capital to
opportunities that offer the highest returns. Our first priority is organic growth of the Company through increased sales of existing, refreshed and new products. This
involves investing in our infrastructure to support product development and other divisional strategies. As a result, we expect to carry excess capital in 2011 as we invest
in our future. We expect our results to show traction from our growth initiatives in the later part of 2011. We also believe our capital levels can support an acquisition of
up to approximately $400 million that would complement our growth and diversification strategies.

 

 •    Maintain a strong balance sheet.  We intend to continue to be vigilant about maintaining a strong balance sheet. We believe a strong balance sheet will allow us to
continue growing our business in all economic environments. Our strategy is to maintain financial strength through conservative and disciplined risk management
practices, capital efficient product design, effective asset/liability management and opportunistic market share growth in all our divisions.

 

 •    Financial stability through a diverse mix of business.  We believe that our diverse mix of businesses offers us financial stability. Given our lack of reliance on any one
particular product or line of business, we are able to allocate resources to markets with the highest potential returns at any given point in time. By doing so, we are able to
avoid certain markets when they are experiencing heavy competition and related pricing pressure without sacrificing our ability to grow revenues. We intend to further
diversify our businesses to provide us greater financial stability and provide long-term shareholder value.

 

Group Division
 

Overview
 

We offer a full range of employment-based benefit products and services targeted primarily at employers, unions and public agencies with 50 to 5,000 employees. Group’s products
include medical stop-loss insurance sold to employers with self-funded health plans; limited benefit medical insurance for employees not able to participate in a traditional health plan, such as
part-time, seasonal and temporary workers; group life insurance, accidental death and dismemberment insurance; and disability income insurance products. We purchase reinsurance coverage to
limit our exposure to losses from our group medical stop-loss, life and short-term and long-term disability income products.
 

We sell Group’s products through several types of distributors, including third party administrators, or TPAs, employee benefits brokers, consultants and administrative services
only, or ASO, arrangements. ASOs are fully-insured carriers that offer administrative services to employer self-funded health plans and also offer our medical stop-loss insurance to those
employers.
 

We work closely with employee benefits brokers, consultants, and employers to design benefit plans to meet the employer’s particular requirements. Our customers primarily are
small and mid-size employers that require knowledgeable employee benefits brokers, consultants and insurance company representatives to understand their individual financial needs and
employee profiles, and to customize benefit plans that are appropriate for them. We believe our extensive experience and expertise in group health and employee benefit markets provide us with
opportunities to support close distributor relationships and to provide employers innovative and customer-centric benefit plans.
 

Our primary measure of profitability in the Group division is the group loss ratio. This measure indicates the portion of each dollar of premium that was used for policyholder
claims. In late 2009 we took
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pricing actions to bring our loss ratio in line with our long-term target of 63% — 65%. During 2009 our Group division experienced a higher loss ratio of 68.3% as a result of a higher frequency
of large claims in excess of $0.5 million. As a result of the pricing actions, profitability increased during 2010, resulting in a 64.9% loss ratio.
 

Products
 

Group Medical Stop-Loss
 

Our medical stop-loss insurance, the leading product in our Group division representing approximately 90% of premiums in 2010, is provided to employers that self-fund their
employees’ health claim costs. It is designed for employers that provide a health plan to their employees and pay all claims and administrative costs. Our product helps employers manage health
expenses by reimbursing specific claim amounts above a certain dollar deductible and by reimbursing aggregate claims above a total dollar threshold. In general, we retain group medical stop-
loss risk up to $1.1 million per individual and reinsure the remainder with Reliastar Life Insurance Company and White Mountains Re America.
 

Limited Benefit Medical
 

Our limited benefit medical insurance is provided to employers for health coverage to employees not otherwise eligible to participate in traditional plans, such as part-time,
seasonal and temporary workers. Employers have a great deal of flexibility in electing the benefits made available to employees, which helps employers manage total incurred healthcare costs.
 

Life Insurance, Accidental Death and Dismemberment
 

Our group term life insurance product provides benefits in the event of an insured employee’s (or dependent’s) death. The death benefit can be based upon an individual’s earnings
or occupation, or can be fixed at a set dollar amount. Our products also include optional accidental death and dismemberment coverage as a supplement to our term life insurance policies. This
coverage provides benefits for an insured employee as a result of accidental death or injury. We reinsure 40%—50% of our group life risk and cap our liability at $0.5 million per individual.
 

Disability Income Insurance
 

Our group long-term disability income coverage is designed to cover the risk of employee loss of income during prolonged periods of disability. Our group short-term disability
income coverage provides partial replacement of an insured employee’s weekly earnings in the event of disability. Benefits can be a set dollar amount or based upon a percentage of earnings.
Our short-term and long-term disability risk is currently 100% reinsured, except for the short-term disability income product sold within limited benefit medical plans, which is not reinsured.
 

Underwriting and Pricing
 

Group insurance pricing reflects the employer group’s claims experience and risk characteristics. The employer group’s claims experience is reviewed at the time the policy is
issued and each renewal year thereafter, resulting in ongoing adjustments to pricing. The key pricing and underwriting criteria are medical cost trends, the employer’s selected provider network
discount structure, the employer group’s demographic composition (including the age, gender and family composition of the employer group’s members), the employer’s industry, geographic
location, regional economic trends, plan design and prior claims experience.
 

We face significant competition in this market. Our competitors include large and highly rated insurance carriers, many of which offer similar products and use similar distribution
channels. The market has
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remained stable with little change in the number of carriers serving this market. We focus on profitability as we strive to underwrite and renew only business that meets our return targets;
however, this discipline sometimes leads to a reduced market share.
 

Pricing in the medical stop-loss insurance market has proven to be cyclical over time. More recently the market has been reasonably disciplined based upon price increases and
retention rates achieved on our recent account renewals, as well as new business sales. Our relationships with our distribution partners are the key to us selling business in this competitive
environment.
 

Retirement Division
 

Deferred Annuities
 

Overview
 

Our Deferred Annuities segment offers fixed and variable deferred annuities to consumers who want to accumulate tax-deferred assets for retirement. The “fixed” or “variable”
classification describes whether we or the contract holder bear the investment risk of the assets supporting the contract. This also determines the manner in which we generate earnings, either as
investment spreads for fixed annuities or asset-based fees for variable annuities. We offer qualified and non-qualified annuities to individuals through financial institutions, broker-dealers,
independent agents and financial advisors.
 

The demand for fixed annuities increased during the turbulent markets of 2008 and 2009 as consumers sought the stable return offered by our products; however, the low interest
rate environment experienced in 2009 and 2010 has dampened demand as consumers were less willing to invest long term at low interest rates. We believe the demand for fixed annuity and
other investment products that help consumers supplement their social security benefits with reliable retirement income will endure as consumers focus on savings and as interest rates begin to
increase. We also believe that as employers continue to replace traditional pensions with defined contribution plans, we will benefit from the consumer’s decision to rollover their funds to IRAs
or Roth IRAs at retirement. It is our goal to capture and hold these customers by offering products that address their evolving needs and by providing excellent service to our distribution
partners and contract holders.
 

Products
 

Fixed Annuities
 

We offer fixed single premium and flexible premium deferred annuities that provide for a premium payment at time of issue, an accumulation period and an annuity payout period
beginning at some future date. Our most popular products are our Custom and Select series that offer five- and seven-year surrender charge periods and a choice of one-, three-, five-, or seven-
year initial guaranteed interest rate periods. After the initial guaranteed interest rate period, the crediting rate is subject to change at our discretion (subject to the minimum guaranteed rate)
based upon competitive factors, portfolio earnings rate, prevailing market rates, product profitability and our judgement as to the impact any such change would have on our relationships with
our customers and distribution partners. Our fixed annuity contracts are supported by our general account, and the accrual of interest is generally on a tax-deferred basis to the owner. The
majority of our fixed annuity contract holders retain their contracts through the surrender penalty period. After one year in the annuity contract, the contract holders may elect to take the
accumulated value of the annuity and convert it to a series of future payments that are received over a selected period of time.
 

Our fixed annuity contracts permit the contract owners at any time during the accumulation period to withdraw all or part of the premium paid, plus the amount credited to their
accounts, subject to contract provisions such as surrender charges that vary depending upon the terms of the product. The contracts impose
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surrender charges that typically vary from 5.0% to 8.0% of the amount withdrawn, starting in the year of contract issue and decreasing to zero over a three to seven-year period. Approximately
$7.2 billion, or 77.9%, of the total account value of our fixed annuities as of December 31, 2010, were subject to surrender charges.
 

We change the initial crediting rate for fixed deferred annuities based on market conditions. We may adjust the crediting rate annually or after the initial guaranteed interest rate
expires, if applicable, for any given deposit. Most of our recently issued annuity contracts have lifetime minimum guaranteed crediting rates between 1.0% and 1.5%.
 

The attractiveness of our products to distributors depends on many factors. For example, many of our annuity products compete on the interest rates we credit initially and through
the life of the contract. We expect to position our products to have more level interest rates through the life of the contract, which could reduce our sales volumes.
 

Our earnings from fixed annuities are based upon the spread between the crediting rate on our fixed annuity contracts and the returns we earn in our general account on our
investment of premiums less acquisition and administrative expenses.
 

Variable Annuities
 

We offer variable annuities that allow the contract owner to make payments into a guaranteed-rate account and separate accounts divided into subaccounts that invest in underlying
investment portfolios. Like a deferred fixed annuity, a deferred variable annuity has an accumulation period and a payout period. Although the fixed-rate account is credited with interest in a
manner similar to a fixed deferred annuity, there is no guaranteed minimum rate of return for investments in the subaccounts, and the contract owner bears the entire risk associated with the
performance of these subaccounts, subject to the guaranteed minimum death benefit, or GMDB, The majority of our GMDB risk on our individual variable annuities is reinsured. We do not
currently offer guaranteed living benefits found in most of the products on the market.
 

Similar to our fixed annuities, our variable annuity contracts permit the contract owner to withdraw all or part of the premiums paid, plus the amount credited to the contract
owner’s account, subject to contract terms such as surrender charges. The cash surrender value of a variable annuity contract depends upon the allocation of payments between fixed and
variable subaccounts, how long the contract has been in force, and the investment performance of the variable subaccounts to which the contract owner has allocated assets.
 

Variable annuities provide us with fee revenue in the form of flat-fee charges, mortality and expense risk charges, and asset- related administration charges. The mortality and
expense risk charge and asset related administration charge equal a percentage of the contract owner’s assets in the separate account and typically range from 1.0% to 1.6% per annum.
 

Underwriting and Pricing
 

We price our products based upon our expected investment returns and our expectations for mortality, longevity and the probability that a policy or contract will remain in force
from one period to the next, referred to as persistency, for the group of our contract owners as a whole. As part of pricing we take into account mortality improvements in the general population
and our historical experience. Additionally, we analyze the risk profile of the product, special reserving and capital requirements, and the expected expenses we will incur.
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Income Annuities
 

Overview
 

We offer retail immediate annuities that guarantee a series of payments that continue either for a certain number of years or for the remainder of an annuitant’s life. Payments can
begin immediately or be deferred several years into the future. As of December 31, 2010, we had $755.5 million of reserves associated with retail immediate annuities.
 

The low interest rate environment during 2010 resulted in relatively flat sales of immediate annuities. Although low interest rates dampened sales in 2010, we believe that the
demographic trend of greater numbers of people approaching retirement age and their corresponding need for dependable retirement income to last their entire lives will help increase sales.
According to Kehrer-LIMRA, we were the third largest seller of immediate annuities through banks for the first nine months of 2010.
 

We also offer structured settlement annuities that provide an alternative to a lump sum settlement, generally in a personal physical injury or worker’s compensation claim. The
structured settlement annuity provides scheduled payments over a fixed period or, in the case of a life-contingent structured settlement, for the life of the claimant, or a combination of fixed and
life contingent payments. These are typically purchased by property and casualty insurance companies for the benefit of an injured claimant. As of December 31, 2010, we had $5.9 billion of
reserves associated with structured settlement annuities.
 

Products
 

Immediate Annuities
 

Immediate annuities differ from deferred annuities in that they provide for contractually guaranteed payments that typically begin within one year of issue. Generally, the
immediate annuities available in the marketplace do not provide for surrender or policy loans by the contract holder. We offer a liquidity feature that allows the contract holder to periodically
reduce a portion of the future payments in exchange for a present value lump sum. We also offer a feature that allows beneficiaries to convert remaining non-life contingent benefits to a lump
sum after death of the annuitant. Our Freedom Income product enables the customer to pick a payment start date several years after contract purchase. We believe this product is a cost effective
means of funding a future income stream.
 

Structured Settlements
 

Structured settlement annuities provide an alternative to a lump sum settlement, generally in a personal, physical injury lawsuit or worker’s compensation claim, and are typically
purchased by property and casualty insurance companies for the benefit of an injured claimant. In addition to providing scheduled payments over a fixed period or for the life of the claimant,
structured settlement annuities may also provide for irregularly scheduled payments to coincide with anticipated medical or other claimant needs. These settlements offer tax-advantaged, long-
term financial security to the injured party and facilitate claim settlement for the property and casualty insurance carrier. Structured settlement annuities are long-term in nature, guarantee a
fixed benefit stream and generally do not permit surrender or borrowing against the amounts outstanding under the contract. We offer funding services to payees whose financial circumstances
may have changed from the time they originally received a structured settlement. Our funding services provide an immediate lump sum payment to replace future benefit payments or allow
payees to re-structure a portion of their benefit stream to assure that the timing of benefit payments meets their current needs. We believe that this service has been well received by our clients
and the courts.
 

Our current financial strength ratings limit our ability to offer structured settlement annuities. If our principal life insurance company subsidiary, Symetra Life Insurance Company,
receives an upgrade of its
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financial strength ratings from “A” (Excellent) to “A+” (Superior) from A.M. Best, courts and defendants will be more willing to approve structured settlement contract arrangements from us.
Improving this rating will allow us to participate fully in this market.
 

Underwriting and Pricing
 

We price immediate and structured settlement annuities using industry produced annuity mortality information, our mortality experience and assumptions regarding continued
improvement in annuitant longevity, as well as assumptions regarding investment yields at the time of issue and thereafter. Our structured settlement and immediate annuities with life
contingencies can be underwritten in our medical department by medical doctors and other trained medical personnel. If our medical department determines the annuitant has a shorter or longer
than standard life expectancy, we can adjust our pricing to reflect that information.
 

Our earnings from immediate and structured settlement annuities are driven by the spread on our investment of premiums versus the interest rate we used to determine the amount
of income payments a client receives at the time they purchase their annuity, less acquisition and administrative expenses. Earnings also increase or decrease on the products that contain life
contingent payments depending upon our mortality experience.
 

Life Division
 

Overview
 

Life insurance provides protection against financial hardship after the death of an insured by providing cash payments to the beneficiaries of the policyholder. Our principal
individual life insurance product is term life, which provides life insurance coverage with guaranteed level premiums for a specified period of time with little or no buildup of cash value that is
payable upon lapse of the coverage. Universal life insurance products including our single premium life product also provide an efficient way for assets to be transferred to heirs. Our universal
life insurance products are designed to provide protection for the entire life of the insured and may include a buildup of cash value that can be used to meet the policyholder’s financial needs
during the policyholder’s lifetime. We also sell BOLI to financial institutions seeking a fixed yield investment that efficiently matches future employee benefit liabilities.
 

We offer our life insurance products primarily through the following distribution channels: financial institutions, brokerage general agents, independent agents, financial advisors,
and through specialty agents for BOLI. We believe there are opportunities to expand our sales through each of these distribution channels.
 

Products
 

Term Life Insurance
 

Our term life insurance policies provide a death benefit if the insured dies while the coverage is in force. Term life policies have little to no cash value buildup and therefore rarely
have a payment due if a policyholder decides to lapse the policy. As of December 31, 2010, we had $181.1 million of reserves associated with our term life and other traditional life products.
 

Our primary term life insurance products have guaranteed level premiums for initial terms of 10, 15, 20 or 30 years. After the guaranteed period expires, premiums increase
annually and the policyholder has the option to continue under the current policy by paying the increased premiums without demonstrating insurability, or qualifying for a new policy by
submitting again to the underwriting process. Coverage continues until the insured reaches the policy expiration age or the policyholder ceases to make premium
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payments or otherwise terminates the policy, including potentially converting to a permanent plan of insurance.
 

We design and price our term insurance to limit the impact from statutory reserves mandated by the valuation of life insurance policies model regulation, also known in the
insurance industry as XXX deficiency reserves. We had $8.2 million of XXX deficiency reserves as of December 31, 2010.
 

Universal Life Insurance
 

Our universal life insurance policies provide policyholders with lifetime death benefit coverage, the ability to accumulate assets on a flexible, tax-deferred basis and the option to
access the cash value of the policy through a policy loan, partial withdrawal or full surrender. Our universal life products also allow policyholders to adjust the timing and amount of premium
payments. We also offer a single premium universal life plan through financial institutions. Its purpose is wealth transfer for clients between the ages of 60 and 80. We credit premiums paid, less
certain expenses, to the policyholder’s account and from that account deduct regular expense charges and certain risk charges, known as cost of insurance charges, or COI, which generally
increase from year to year as the insured ages. Our universal life insurance policies accumulate cash value that we pay to the insured when the policy lapses or is surrendered. Most of our
universal life policies also include provisions for surrender charges for early termination and partial withdrawals. As of December 31, 2010, we had $708.8 million of account values associated
with our universal life products.
 

We credit interest on policyholder account balances at a rate determined by us, but not less than a contractually guaranteed minimum. Our in force universal life insurance policies
generally have minimum guaranteed crediting rates ranging from 3.0% to 4.5% for the life of the policy.
 

We design and price our universal life insurance products to limit the impact from statutory reserves mandated by the valuation of life insurance policies model regulation, also
known in the insurance industry as AXXX deficiency reserves. We had $17.6 million of AXXX deficiency reserves as of December 31, 2010. Our product pricing is not dependent on
securitization of AXXX deficiency reserves.
 

Bank-Owned Life Insurance (BOLI)
 

Our life insurance business also includes $4.4 billion of direct BOLI account values. BOLI is life insurance purchased by a bank to insure the lives of bank employees, usually
officers and other highly compensated employees. BOLI policies are commonly used by banks to fund employee pension plans and benefit plans. Many financial institutions have purchased
BOLI as a tax-advantaged asset to back employee benefit liabilities. Our fixed rate BOLI product is a highly stable, low-risk investment that offers an annual pre-tax equivalent return that is
generally higher than traditional investments.
 

Underwriting and Pricing
 

We believe our rigorous underwriting and pricing practices are significant drivers of the consistent profitability of our life insurance business. Our fully underwritten term life
insurance is 50% to 90% reinsured, which limits mortality risk retained by us. However, in 2011 we plan to reevaluate some of our reinsurance agreements and potentially increase the amount
of risk retained. We set pricing assumptions for expected claims, lapses, investment returns, expenses and customer demographics based on our own relevant experience and other factors. Our
strategy is to price our products competitively for our target risk categories and not necessarily to be equally competitive in all categories.
 

Our fully underwritten policies place each insurable life insurance applicant in one of six primary risk categories, depending upon current health, medical history and other factors.
Each of these six categories has specific health criteria, including the applicant’s history of using nicotine products. We consider each life insurance application individually and apply our
guidelines to place each applicant in the appropriate risk
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category. We may decline an applicant’s request for coverage if the applicant’s health or other risk factor assessment is unacceptable to us. We do not delegate underwriting decisions to
independent sales intermediaries. Instead, all underwriting decisions are made by our own underwriting personnel or by our automated underwriting system. We often share information with our
reinsurers to gain their insights on potential mortality and underwriting risks and to benefit from their broad expertise. We use the information we obtain from the reinsurers to help us develop
effective strategies to manage our underwriting risks. For specific markets where fully underwritten products are not preferred by the distributor, we have developed specially priced products to
support a “simplified issue” process. This process enables us to reach applicants not called on by traditional insurance agents. “Simplified issue” contracts are typically generated via worksite
sales to employees and sales to retail bank customers. Insurance amounts are limited and separate underwriting guidelines are applied for simplified issue policies.
 

Our Life division earnings are driven by mortality experience primarily on our term and traditional life products, and investment margins primarily on our universal life products
(through spread or fees). Our BOLI earnings are driven by return on assets considering total revenues including net investment income and cost of insurance charges less total policyholder
benefits and claims as a percentage of BOLI account values.
 

Distribution
 

We distribute our products through a growing, diversified distribution network. We believe access to a variety of distribution outlets enables us to capture a broad share of
consumer markets for insurance and financial services products. We compete with other financial services companies to attract and retain relationships. Some of the factors that led to our
success in competing for sales include responsiveness to the needs of our distribution partners, stability and financial strength ratings, the marketing and training we provide and strong
relationships with key firms.
 

Late in 2010, we reorganized our life and retirement division sales structures into a unified and versatile sales team to improve focus and eliminate redundancies. Our new structure
is focused on a national sales team supporting agents and advisors through a single field wholesaling force and a national accounts team supporting the distributor partnerships that drive the
majority of our life insurance and annuity sales, including banks, wirehouses, brokerage general agents (BGAs), and independent firms.
 

The following table sets forth our sales by distribution channel, which are defined by segment as:
 

 •    Group.  Annualized first-year premiums for new policies;
 

 •    Deferred Annuities and Income Annuities.  Deposits for new policies; and
 

 •    Life.  Annualized first-year premiums for recurring premium products, and 10% of new deposits for BOLI and other single-premium products.
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     Deferred   Income     
Distribution Channel  Group  Annuities   Annuities  Life  

  (In millions)  
 

For the Year ended December 31, 2010:                 
Financial institutions   $—   $1,549.2   $84.4   $4.5 
Employee benefits brokers/ASOs/TPAs   95.5   —   —   — 
Independent agents/BGAs   —   261.5   55.6   5.7 
Structured settlements/BOLI   —   —   120.0   46.1 

                 

Total   $95.5   $1,810.7   $260.0   $56.3 
                 

For the Year ended December 31, 2009:                 
Financial institutions   $—   $1,998.1   $95.6   $2.2 
Employee benefits brokers/ASOs/TPAs   91.3   —   —   — 
Independent agents/BGAs   —   230.3   70.2   8.3 
Structured settlements/BOLI   —   —   86.0   2.5 

                 

Total   $91.3   $2,228.4   $251.8   $13.0 
                 

 

Financial Institutions.  We have sales agreements with many of the top firms, accounting for over 60,000 agents and registered representatives in all 50 states and the District of
Columbia. Financial institutions distribute a significant portion of our deferred and income annuities, as well as a growing portion of our life insurance policies. During 2010 we distributed our
annuity and life insurance products through 24 key financial institutions, which we define as financial institutions that produce at least $10 million of sales for us during the fiscal year.
 

One financial institution, JPMorgan Chase & Co., accounted for $319.3 million, or 14.4%, and $897.4 million, or 34.7%, of our total sales for the years ended December 31, 2010
and 2009, respectively, selling primarily fixed annuity products. No other distribution partner provided 10% or more of our 2010 or 2009 total sales.
 

Employee Benefits Brokers, Administrative Services Only (ASO) carriers, Third Party Administrators (TPA).  We distribute our Group segment products through approximately
2,100 agencies in the employee benefits broker/ASO/TPA channel. This distribution channel is also supported by approximately 25 of our employees located strategically across a nationwide
network of 15 regional offices.
 

Independent Agents, Brokerage General Agencies (BGAs).  We distribute life insurance and deferred annuities through approximately 17,000 independent agents from
approximately 9,000 different agencies located throughout the United States. These independent agents market our products and those of other insurance companies.
 

Structured Settlements.  We distribute structured settlement annuities through approximately 570 settlement consultants representing 90 agencies in 50 states and the District of
Columbia. We believe our ability to increase sales of structured settlements will depend in part on our ability to achieve a rating upgrade from A.M. Best.
 

Reserves
 

Overview
 

We calculate and maintain reserves for estimated future benefit payments to our policyholders and contract holders in accordance with U.S. generally accepted accounting
principles, or GAAP. We establish reserves at amounts that we expect to be sufficient to satisfy our policy obligations. We release these reserves
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as those future obligations are extinguished. The reserves we establish necessarily reflect estimates and actuarial assumptions with regard to our future experience. These estimates and actuarial
assumptions involve the exercise of significant judgment. Our future financial results depend significantly upon the extent to which our actual future experience is consistent with the
assumptions we have used in pricing our products and determining our reserves. Many factors can affect future experience, including economic and social conditions, inflation, healthcare costs,
changes in doctrines of legal liability and damage awards in litigation. Therefore, we cannot determine with complete precision the ultimate amounts we will pay for actual future benefits or the
timing of those payments.
 

Individual and Group Life Insurance and Group Health Insurance
 

We establish reserves for life insurance policies based upon generally recognized actuarial methods. We use mortality tables in general use in the United States, modified where
appropriate to reflect relevant historical experience and our underwriting practices. Persistency, expense and interest rate assumptions are based upon relevant experience and expectations for
future development.
 

The liability for policy benefits for universal life insurance and BOLI policies is equal to the balance that accrues to the benefit of policyholders, including credited interest, plus
any amount needed to provide for additional benefits. We also establish reserves for amounts that we have deducted from the policyholder’s balance to compensate us for services to be
performed in future periods.
 

Our reserves for unpaid group life and health insurance claims, including our medical stop-loss and other lines, are estimates of the ultimate net cost of both reported losses that
have not yet been settled and incurred but as yet unreported losses. Reserves for incurred but not yet reported claims are based upon historic incidence rates, severity rates, reporting delays and
any known events that we believe will materially affect claim levels.
 

Reserves for long-term disability income claims are based upon factors including recovery, mortality, expenses, Social Security and other benefit offsets and interest rates. They
represent the actuarial present value of benefits and associated expenses for current claims, reported claims that have not yet completed and incurred claims that have not yet been reported.
Claims on long-term disability income insurance policies consist of payments to be made periodically (generally monthly) in accordance with the contractual terms of the policy.
 

Deferred Annuities and Income Annuities
 

For our investment contracts, which are primarily deferred annuities, contract holder liabilities are equal to the accumulated contract account values, which generally consist of an
accumulation of deposit payments, less withdrawals, plus interest credited to the account, less expense, mortality and product charges, if applicable. We also maintain a separate reserve for any
expected future payments in excess of the account value due to the potential death of the contract holder.
 

Reserves for future policy benefits on our income annuity contracts are calculated based upon actuarial assumptions regarding the interest to be earned on the assets underlying the
reserves and, if applicable, the annuitant’s life expectancy.
 

Investments
 

In managing our investments, we are focused on disciplined matching of our assets to our liabilities and preservation of principal. Within this framework, we seek to generate
appropriate risk-adjusted returns through careful individual security analysis. We seek to reduce and manage credit risk by focusing on capital preservation, fundamental credit analysis, value-
oriented security selection and quick action as a security’s outlook changes.
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Other than our commercial mortgage portfolio, which is managed by our internal commercial mortgage loan department, we have contracted with professional investment advisors
to invest our assets. As of December 31, 2010, our $20.4 billion (amortized cost) fixed income portfolio was managed by White Mountains Advisors LLC, or WM Advisors, and our
$220.8 million (cost) equity portfolio was managed by Prospector Partners, LLC, or Prospector.
 

For each of our operating segments and for our unallocated surplus, we separate our investments into one or more distinct portfolios. Our investment strategy for each portfolio is
based on the expected cash flow characteristics of the liabilities associated with the portfolio. The portfolio strategies are regularly monitored through a review of portfolio metrics, such as
effective duration, yield curve sensitivity, convexity, liquidity, asset sector concentration and credit quality.
 

In general, we purchase high quality assets to pursue the following investment strategies for our segments:
 

 •    Group.  We invest in short duration fixed income corporate bonds and mortgage-backed securities.
 

 •    Deferred Annuities.  We invest in short to medium duration fixed income corporate bonds, mortgage-backed securities, commercial mortgage loans and a modest amount
of below investment grade bonds.

 

 •    Income Annuities.  The Income Annuities segment has liability payments that extend well beyond 40 years. The majority of the segment’s portfolio is invested in long
duration fixed income corporate bonds, mortgage-backed securities and commercial mortgage loans, and a modest amount of below investment grade bonds. In addition,
we invest in equities to support a portion of the liability payments due more than 30 years in the future.

 

 •    Life.  We invest in medium to long duration fixed income corporate bonds, mortgage-backed securities, commercial mortgage loans and a modest amount of below
investment grade bonds.

 

 •    Other.  We invest in short to long duration fixed income assets and equities, and limited partnerships.
 

We are exposed to three primary sources of investment risk:
 

 •    Credit risk—risk relating to the uncertainty associated with the continued ability of a given obligor to make timely payments of principal and interest;
 

 •    Interest rate and credit spread risk—risk relating to the market price and/or cash flow variability associated with changes in market yield curves and credit spreads; and
 

 •    Equity risk—risk relating to adverse fluctuations in a particular common stock.
 

Our ability to manage these risks while generating an appropriate investment return is essential to our business and our profitability.
 

We manage credit risk by analyzing issuers, transaction structures and, for our commercial mortgage portfolio, real estate properties. We use analytic techniques to monitor credit
risk. For example, we regularly measure the probability of credit default and estimated loss in the event of such a default, which provides us with early notification of worsening credit. If an
issuer downgrade causes our holdings of that issuer to exceed our risk thresholds, we automatically undertake a detailed review of the issuer’s credit. We also manage credit risk through
industry and issuer diversification. For commercial mortgage loans, we manage credit risk by
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analyzing the market value and revenue generating potential of the property, as well as the credit worthiness of the borrower. We diversify our credit risk by both geographic location and
property-type, and use personal recourse to further reduce our risk of loss. We routinely review the financial statements of our borrowers and the underlying properties.
 

We mitigate interest rate risk through management of cash flow and duration matches between our assets and liabilities, seeking to minimize risk of realized loss in both rising and
falling interest rate environments.
 

We mitigate equity risk by limiting the size of our equity portfolio. We correlate our equity exposure in our Income Annuities segment to our long duration obligations. We review
the ability of our capital base to absorb downside volatility without creating capital ratio stress and/or constraints on growth. We invest in relatively concentrated positions in the United States
and other developed markets. The investments are identified using a bottom-up fundamental analysis and value oriented investment approach.
 

Reinsurance
 

We engage in the industry practice of reinsuring portions of our insurance risk with reinsurance companies through both automatic and facultative reinsurance agreements. We use
reinsurance to diversify our risks and manage loss exposures primarily in our Group and Life segments. The use of reinsurance permits us to write policies in amounts larger than the risk we are
willing to retain. In some cases, such as our agreement with Transamerica Life Insurance Company, we instead act as a reinsurer (or coinsurer) of another life insurance company.
 

We cede insurance risk primarily on a treaty basis, under which risks are ceded to a reinsurer on specific books of business where the underlying risks meet certain predetermined
criteria. To a lesser extent, we cede insurance risks on a facultative basis, under which the reinsurer’s prior approval is required on each risk reinsured. The use of reinsurance does not discharge
us, as the insurer, from liability on the insurance ceded. We, as the insurer, are required to pay the full amount of our insurance obligations even in circumstances where we are entitled or able to
receive payments from our reinsurer. The principal reinsurers to which we cede risks have A.M. Best financial strength ratings ranging from “A+” to “A−.”
 

We had reinsurance recoverables of $280.8 million and $276.6 million as of December 31, 2010 and 2009, respectively. The following table sets forth our largest exposures to
reinsurers as of December 31, 2010, and the A.M. Best ratings of those reinsurers as of that date:
 
         

  Reinsurance   A.M. Best  
  Recoverable  Rating  
  (In millions)  

 

RGA Reinsurance Company (RGA)   $109.9   A+ 
Transamerica Life Insurance Company (Transamerica)   77.1   A+ 
UNUM Life Insurance Company of America (UNUM)   44.9   A− 

 

In the table above, the reinsurance recoverables under our agreements with RGA and UNUM represent our reinsurance exposure to these parties under the reinsurance agreements.
The reinsurance recoverable under our agreement with Transamerica represents the assets withheld for our share of the coinsurance agreement.
 

The following is a brief summary of our reinsurance agreements with the parties listed in the table above:
 

 •    RGA Reinsurance Company.  Under our agreements with RGA, RGA reinsures the risk of a large loss on term life insurance and universal life insurance policies. These
are typically
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 coinsurance or yearly renewable term arrangements, whereby we cede 50% or more of the claims liability to RGA. Reinsurance premiums are determined according to
the amount reinsured with RGA per policy. These agreements do not have a fixed term. Either party can terminate these agreements with respect to future business with
90 days’ written notice to the other party.

 

 •    Transamerica Life Insurance Company.  Under an agreement with Transamerica, we act as their reinsurer with respect to 28.6% of a BOLI policy. Transamerica invests
the policy premiums paid by the bank, and manages those investments subject to the terms of the policy. We have assumed 28.6% of the claims liability under this policy,
and receive 28.6% of the premiums generated under the policy. The term of this agreement is perpetual. We are only allowed to terminate this agreement in the event
Transamerica fails to pay amounts due to us under this agreement or in the event of fraud, misrepresentation or breach of this agreement by Transamerica.

 

 •    UNUM Life Insurance Company of America.  We reinsure all our group long-term disability income, or LTD, and short-term disability income, or STD, claims liability
through a reinsurance pool under agreements with the administrator of the pool, Reliance Standard Life Insurance Company, or Reliance, as Managing Agent for each
participating reinsurer in the pool and as a participating reinsurer in its own right. Reliance has been the sole pool participant for agreement years 2006 and later. UNUM
maintained the highest level of participation for agreement years prior to 2006. On an aggregate basis, UNUM currently reinsures approximately 87% of the existing
group LTD and STD claims liability. The premium rates are developed (on a policy-by-policy basis) by adding our expense load to the rate that the reinsurer charges for
their claims cost and their expenses. When premiums are collected, we retain the portion that represents our expense load and send the remainder to the reinsurer.

 

In January 2011, we amended our LTD and STD reinsurance agreements to terminate the agreements with respect to future business effective June 1, 2011. As of
March 1, 2011, the reinsurers will no longer accept reinsurance for any cases underwritten after that date. Notwithstanding the termination, the reinsurers remain liable
for risk previously ceded to and reinsured by the reinsurers under the terms of the reinsurance agreements. We are nearing final agreement with respect to a new
reinsurance agreement with a different reinsurer to diversify our risk and manage our exposure to losses on group long-term and short-term disability income policies
underwritten beginning March 1, 2011.

 

Operations and Technology
 

We have a dedicated team of service and support personnel, as well as our outsourced provider Affiliated Computer Services, or ACS, a Xerox Corp. company that deliver
information technology solutions to drive competitive advantages, achieve earnings growth objectives and control the cost of doing business. We mainly follow a buy-versus-build approach in
providing application and business processing services that accelerate delivery and responsiveness. We also develop proprietary software for competitive or economic benefits.
 

Under the terms of our agreement with ACS we may terminate our services prior to the July 2014 contract expiration date upon 90 days notice and payment of a $4.9 million
termination fee. The termination fee declines over the life of the contract, and is pro-rated based upon the services that are terminated. See Note 16 to the Consolidated Financial Statements for
further discussion of this third-party service agreement.
 

Competition
 

We face significant competition for customers and distributors from insurance and other non-insurance financial services companies, such as banks, broker-dealers and asset
managers, in each of our businesses. Generally, our life and health insurance products compete with similar products offered by other
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large and highly rated insurers, and our annuity products compete with those offered by other financial services companies. Many of our insurance products are underwritten annually, resulting
in the risk that purchasers may be able to obtain more favorable rates from these competitors than if they were to renew coverage with us. Competition in our operating business segments is
based on a number of factors, including:
 

 •    product features;
 

 •    price;
 

 •    commissions;
 

 •    quality of service;
 

 •    ability to purchase attractive assets;
 

 •    diversification of distribution including on-line distribution;
 

 •    financial strength ratings;
 

 •    reputation; and
 

 •    name recognition.
 

The relative importance of these factors depends on the particular product and market. For example, many of our annuity products compete on the interest rates we credit, resulting
in the risk that our annuity purchasers may be able to obtain more favorable rates from our competitors, which may lead to a loss of current customers or future annuity business. We believe that
our competitive advantages primarily stem from our distribution network, as well as our strong financial position, diverse business mix, and superior investment management.
 

Financial Strength Ratings
 

Rating organizations continually review the financial performance and condition of most insurers and provide financial strength ratings based on a company’s operating
performance and ability to meet obligations to policyholders. Ratings provide both industry participants and insurance consumers meaningful information that is an important factor in
establishing the competitive position of insurance companies. In addition, ratings are important to maintaining public confidence in us and our ability to market our products.
 

Symetra Financial Corporation and our principal life insurance subsidiaries, Symetra Life Insurance Company and First Symetra National Life Insurance Company of New York,
are rated by A.M. Best; Standard and Poor’s, or S&P; Moody’s and Fitch as follows, as of December 31, 2010:
 
                 

  A.M. Best  S&P  Moody’s  Fitch
 

Financial Strength Ratings                 
Symetra Life Insurance Company   A   A   A3   A+ 
First Symetra National Life Insurance Company of New York   A   A   NR *   A+ 

Issuer Credit/Default Ratings                 
Symetra Financial Corporation   bbb+   BBB   Baa3   A− 
Symetra Life Insurance Company   a+   A   NR *   NR* 
First Symetra National Life Insurance Company of New York   a+   A   NR *   NR* 

 

 

* “NR” indicates not rated
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A.M. Best states that its “A” (Excellent) financial strength rating is assigned to those companies that have, in its opinion, an excellent ability to meet their ongoing obligations to
policyholders. The “A” (Excellent) is the third highest of 16 ratings assigned by A.M. Best, which range from “A++” to “S.” A.M. Best describes its “a” issuer credit rating for insurers as
“excellent,” assigned to those companies that have, in its opinion, a strong ability to meet the terms of their ongoing senior financial obligations. Its “bbb” issuer credit rating is described as
“good,” assigned to those companies that have, in its opinion, an adequate ability to meet the terms of their obligations but are more susceptible to changes in economic or other conditions.
A.M. Best issuer credit ratings range from “aaa” (exceptional) to “rs” (regulatory supervision/liquidation) and may be enhanced with a “+” (plus) or “-” (minus) to indicate whether credit
quality is near the top or bottom of a category.
 

Symetra Life Insurance Company and First Symetra National Life Insurance Company of New York’s Financial Size Category, or FSC, rankings, as determined by A.M. Best, are
both XIV, the third highest of 15 rankings. A.M. Best indicates that the FSC is designed to provide an indicator of the size of a company in terms of its statutory surplus and related accounts.
 

Standard & Poor’s states that an insurer with a financial strength rating of “A” (Strong) has strong financial security characteristics that outweigh any vulnerabilities, and is highly
likely to have the ability to meet financial commitments, but is somewhat more likely to be affected by adverse business conditions than are insurers with higher ratings. The “A” range is the
third highest of the four ratings ranges that meet these criteria, and also is the third highest of nine financial strength ratings ranges assigned by S&P, which range from “AAA” to “R.” A plus
(+) or minus (-) shows relative standing in a rating category. Accordingly, the “A” rating is the sixth highest of S&P’s 21 ratings categories. S&P issuer credit ratings range from “AAA” to “D,”
indicating default. S&P describes companies assigned an “A” issuer credit rating as having a strong capacity to meet financial commitments, but somewhat more susceptible to the adverse
effects of changes in circumstances and economic conditions than higher-rated companies. Companies assigned a “BBB” issuer credit rating have adequate capacity to meet financial
commitments, but adverse economic conditions are more likely to lead to a weakened capacity to meet such commitments.
 

Moody’s Investors Service states that insurance companies rated “A3” (Good) offer good financial security. However, elements may be present that suggest a susceptibility to
impairment sometime in the future. The “A” range is the third highest of nine financial strength rating ranges assigned by Moody’s which range from “Aaa” to “C.” Numeric modifiers are used
to refer to the ranking within the group, with “1” being the highest and “3” being the lowest. Accordingly, the “A3” rating is the seventh highest of Moody’s 21 ratings categories. Moody’s
credit rating is assigned to our senior debt. A rating of “Baa” is defined as subject to moderate credit risk, considered medium-grade, and may possess certain speculative characteristics.
 

Fitch states that insurance companies with a financial strength rating of “A+” (Strong) are viewed as possessing strong capacity to meet policyholder and contract obligations. Risk
factors are moderate, and the impact of any adverse business and economic factors is expected to be small. The “A” rating category is the third highest of eight financial strength categories,
which range from “AAA” to “D.” The symbol (+) or (−) may be appended to a rating to indicate the relative position of a credit within a rating category. These suffixes are not added to ratings
in the “AAA” category or to ratings below the “CCC” category. Accordingly, the “A+” rating is the fifth highest of Fitch’s 21 financial strength ratings categories. Fitch issuer default ratings
range from “AAA” (highest credit quality) to “D” (default). Fitch describes its “A−” issuer default rating as “high credit quality,” which denotes an expectation of low default risk, but may be
more vulnerable to adverse business or economic conditions than higher ratings.
 

A.M. Best, S&P, Moody’s and Fitch review their ratings periodically and we cannot provide assurance that we will maintain our current ratings in the future. Other agencies may
rate Symetra or our insurance subsidiaries on a solicited or unsolicited basis.
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The ratings included in the table above are not designed to be, and do not serve as, measures of protection or valuation offered to investors. These ratings should not be relied on
with respect to making an investment in our securities.
 

Regulation
 

Our insurance operations are subject to a wide variety of laws and regulations. State insurance laws regulate most aspects of our insurance businesses, and our insurance
subsidiaries are regulated by the insurance departments of the states in which they are domiciled and licensed. Our insurance products and thus our businesses also are affected by U.S. federal,
state and local tax laws. Insurance products that constitute “securities,” such as variable annuities and variable life insurance, also are subject to federal and state securities laws and regulations.
The Securities and Exchange Commission, or SEC, the Financial Industry Regulatory Authority, or FINRA, and state securities authorities regulate these products.
 

Our broker-dealers are subject to federal and state securities and related laws. The SEC, FINRA and state securities authorities are the principal regulators of these operations.
 

The purpose of the laws and regulations affecting our insurance and securities businesses is primarily to protect our customers and not our noteholders or stockholders. Many of the
laws and regulations to which we are subject are regularly re-examined, and existing or future laws and regulations may become more restrictive or otherwise adversely affect our operations.
 

In addition, insurance and securities regulatory authorities make inquiries of us regarding compliance with insurance, securities and other laws and regulations. We cooperate with
such inquiries and take corrective action when warranted.
 

Many of our customers and agents also operate in regulated environments. Changes in the regulations that affect their operations also may affect our business relationships with
them and their ability to purchase or to distribute our products.
 

Insurance Regulation
 

Our insurance subsidiaries are licensed and regulated in all states in which they conduct insurance business. The extent of this regulation varies, but most states have laws and
regulations governing the financial condition of insurers, including standards of solvency, types and concentration of investments, establishment and maintenance of reserves, credit for
reinsurance and requirements of capital adequacy, and the business conduct of insurers, including marketing and sales practices and claims handling. In addition, statutes and regulations usually
require the licensing of insurers and their agents, the approval of policy forms and related materials and the approval of rates for certain lines of insurance. The types of insurance laws and
regulations applicable to us or our insurance subsidiaries are described below.
 

Insurance Holding Company Regulation
 

All states in which our insurance subsidiaries conduct insurance business have enacted legislation that requires each insurance company in a holding company system, except
captive insurance companies, to register with the insurance regulatory authority of its state of domicile and to furnish that regulatory authority financial and other information concerning the
operations of, and the interrelationships and transactions among, companies within its holding company system that may materially affect the operations, management or financial condition of
the insurers within the system. These laws and regulations also regulate transactions between insurance companies and their parents and affiliates. Generally, these laws and regulations require
that all transactions within a holding company system between an insurer and its affiliates be fair and reasonable and that the insurer’s statutory surplus following any transaction with an
affiliate be both reasonable in relation to its outstanding liabilities and adequate in relation to its financial needs. Statutory
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surplus is the excess of admitted assets over statutory liabilities. For certain types of agreements and transactions between an insurer and its affiliates, these laws and regulations require prior
notification to, and approval or non-disapproval by, the insurance regulatory authority of the insurer’s state of domicile.
 

Policy Forms
 

Our insurance subsidiaries’ policy forms are subject to regulation in every state in which such subsidiaries are licensed to transact insurance business. In most states, policy forms
must be filed prior to their use.
 

Dividend Limitations
 

As a holding company with no significant business operations of its own, Symetra depends on dividends or other distributions from its subsidiaries as the principal source of cash
to meet its obligations, including the payment of interest on and repayment of principal of any debt obligations and payment of dividends to stockholders and stock repurchases. The payment of
dividends or other distributions to Symetra by its insurance subsidiaries is regulated by the insurance laws and regulations of their respective states of domicile. In the state of Washington, the
state of domicile of Symetra’s principal insurance subsidiary, Symetra Life Insurance Company, an insurance company subsidiary may not pay an “extraordinary” dividend or distribution until
30 days after the insurance commissioner has received sufficient notice of the intended payment and has approved or not objected to the payment within the 30-day period. An “extraordinary”
dividend or distribution is defined under Washington law as a dividend or distribution that, together with other dividends and distributions made within the preceding twelve months, exceeds the
greater of:
 

 •    10% of the insurer’s statutory surplus as of the immediately prior year end; or
 

 •    the statutory net gain from the insurer’s operations for the prior year.
 

State laws and regulations also prohibit an insurer from declaring or paying a dividend except out of its statutory surplus or require the insurer to obtain regulatory approval before
it may do so. In addition, insurance regulators may prohibit the payment of ordinary dividends or other payments by our insurance subsidiaries to Symetra (such as a payment under a tax
sharing agreement or for employee or other services) if they determine that such payment could be adverse to policyholders or contract holders.
 

Market Conduct Regulation
 

Our business is subject to extensive laws and regulations that are administered and/or enforced by a number of different governmental and non-governmental self-regulatory
bodies, and include numerous provisions governing the marketplace activities of insurers, including provisions governing the form and content of disclosure to consumers, product illustrations,
advertising, product replacement, suitability, sales and underwriting practices, complaint handling and claims handling. State authorities generally enforce these provisions through periodic
market conduct examinations.
 

Statutory Examinations
 

As part of their regulatory oversight process, state insurance departments conduct periodic detailed examinations of the books, records, accounts and business practices of insurers
domiciled in their jurisdictions. These examinations generally are conducted in cooperation with the insurance departments of several other states under guidelines promulgated by the National
Association of Insurance Commissioners, or NAIC. In the three-year period ended December 31, 2010, we have not received any material adverse findings resulting from any insurance
department examinations of our insurance subsidiaries; however, the period remains subject to examination. The Washington and New York state insurance departments recently began
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examinations of our insurance subsidiaries for the five and three years ended December 31, 2010, respectively. To date, we have not received any material adverse findings from these
examinations.
 

Guaranty Associations and Similar Arrangements
 

Most states require life insurers licensed to write insurance within the state to participate in guaranty associations, which are organized to pay contractual benefits owed pursuant to
insurance policies of insurers who become impaired or insolvent. These associations levy assessments, up to prescribed limits, on all member insurers in a particular state on the basis of the
proportionate share of the premiums written by member insurers in the lines of business in which the impaired, insolvent or failed insurer is engaged. Some states permit member insurers to
recover assessments paid through full or partial premium tax offsets.
 

Change of Control
 

The laws and regulations of the states in which our insurance subsidiaries are domiciled require that a person obtain the approval of the insurance commissioner of the insurance
company’s jurisdiction of domicile prior to acquiring control of the insurer. Generally, such laws provide that control over an insurer is presumed to exist if any person, directly or indirectly,
owns, controls, holds with the power to vote, or holds proxies representing 10% or more of the voting securities of the insurer. These laws may discourage potential acquisition proposals and
may delay, deter or prevent a change of control involving us, including through transactions, and in particular unsolicited transactions, that some or all of our stockholders might consider to be
desirable.
 

Policy and Contract Reserve Sufficiency Analysis
 

Under the laws and regulations of their states of domicile, our life insurance subsidiaries are required to conduct annual analyses of the sufficiency of their life and health insurance
and annuity statutory reserves. In addition, other jurisdictions in which these subsidiaries are licensed may have certain reserve requirements that differ from those of their domiciliary
jurisdictions. In each case, a qualified actuary must submit an opinion that states that the aggregate statutory reserves, when considered in light of the assets held with respect to such reserves,
make good and sufficient provision for the associated contractual obligations and related expenses of the insurer. If such an opinion cannot be provided, the affected insurer must set up
additional reserves by moving funds from surplus. Our life insurance subsidiaries submit these opinions annually to applicable insurance regulatory authorities.
 

Surplus and Capital Requirements
 

Insurance regulators have the discretionary authority, in connection with the ongoing licensing of our insurance subsidiaries, to limit or prohibit the ability of an insurer to issue
new policies if, in the regulators’ judgment, the insurer is not maintaining a minimum amount of surplus or is in hazardous financial condition. Insurance regulators may also limit the ability of
an insurer to issue new life insurance policies and annuity contracts above an amount based upon the face amount and premiums of policies of a similar type issued in the prior year. We do not
believe that the current or anticipated levels of statutory surplus of our insurance subsidiaries present a material risk that any such regulator would limit the amount of new policies that our
insurance subsidiaries may issue.
 

Risk-based Capital
 

The NAIC has established risk-based capital standards for life insurance companies as well as a model act with the intention that these standards be applied at the state level. The
model act provides that life insurance companies must submit an annual risk-based capital report to state regulators reporting their risk-based capital based upon four categories of risk: asset
risk, insurance risk, interest rate risk and business risk. For each category, the capital requirement is determined by applying factors to various asset, premium and
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reserve items, with the factor being higher for those items with greater underlying risk and lower for less risky items. The formula is intended to be used by insurance regulators as an early
warning tool to identify possible weakly capitalized companies for purposes of initiating further regulatory action.
 

If an insurer’s risk-based capital falls below specified levels, the insurer would be subject to different degrees of regulatory action depending upon the level. These actions range
from requiring the insurer to propose actions to correct the capital deficiency to placing the insurer under regulatory control. As of December 31, 2010, the risk-based capital of each of our life
insurance subsidiaries exceeded the level of risk-based capital that would require any of them to take or become subject to any corrective action. As of December 31, 2010, Symetra Life
Insurance Company had a risk-based capital ratio of approximately 480%.
 

Statutory Accounting Principles
 

Statutory accounting principles, or SAP, is a basis of accounting developed by state insurance regulators to monitor and regulate the solvency of insurance companies. In
developing SAP, insurance regulators were primarily concerned with assuring an insurer’s ability to pay all its current and future obligations to policyholders. As a result, statutory accounting
focuses on conservatively valuing the assets and liabilities of insurers, generally in accordance with standards specified by the insurer’s domiciliary state. Uniform statutory accounting practices
are established by the NAIC and generally adopted by regulators in the various states. These accounting principles and related regulations determine, among other things, the amounts our
insurance subsidiaries may pay to us as dividends. The values for assets, liabilities and equity reflected in financial statements prepared in accordance with U.S. GAAP are usually different from
those reflected in financial statements prepared under SAP.
 

Regulation of Investments
 

Each of our insurance subsidiaries is subject to laws and regulations that require diversification of its investment portfolio and limit the amount of investments in certain asset
categories, such as below investment grade fixed maturities, real estate, equity investments and derivatives. Failure to comply with these laws and regulations would cause investments
exceeding regulatory limitations to be treated as non-admitted assets for purposes of measuring surplus, and, in some instances, would require divestiture of such non-complying investments.
We believe the investments held by our insurance subsidiaries comply with these laws and regulations.
 

Federal Regulation
 

Our variable life insurance and variable annuity products generally are “securities” within the meaning of federal and state securities laws. As a result, certain of our products are
required to be registered under the Securities Act of 1933 and are subject to regulation by the SEC, FINRA and state securities authorities. Federal and state securities regulation similar to that
discussed below under “— Other Laws and Regulations—Securities Regulation” affect investment advice, sales and related activities with respect to these products.
 

Although the federal government does not comprehensively regulate the business of insurance, federal legislation and administrative policies in several other areas, including
taxation, privacy regulation, financial services regulation and pension and welfare benefits regulation, can also significantly affect the insurance industry.
 

From time to time, federal measures are proposed that may significantly affect the insurance business, including direct federal regulation of insurance through an optional federal
charter, limitations on antitrust immunity, tax incentives for lifetime annuity payouts, simplification bills affecting tax-advantaged or tax exempt savings and retirement vehicles, and proposals
to further modify the federal estate tax, the Patient
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Protection and Affordable Care Act, or the Dodd-Frank Act. We cannot predict whether these or other proposals will be adopted, or what impact, if any, such proposals may have on our
business.
 

Changes in Tax Laws
 

Existing federal laws and regulations provide favorable tax treatment to certain insurance products we offer. Congress, from time to time, considers legislation that could make our
products less attractive to consumers, including legislation that would reduce or eliminate the benefits derived from the tax advantages within life insurance and annuity products. If existing
federal laws and regulations are revised to reduce this favorable tax treatment or to increase the tax-deferred status of competing products, we, along with other life insurance companies, will be
adversely affected with respect to our ability to sell such products. Furthermore, although Congress has reinstated the estate tax for 2011 and 2012, Congress also considers from time to time the
repeal of the federal estate tax which may adversely affect sales and surrenders of our life insurance products.
 

Other Laws and Regulations
 

Securities Regulation
 

Certain of our subsidiaries and certain policies and contracts offered by them are subject to various levels of regulation under the federal securities laws administered by the SEC.
One of our subsidiaries is an investment advisor registered under the Investment Advisers Act of 1940. Certain of its employees are licensed as investment advisory representatives in the states
where those employees have clients. Some of our insurance company separate accounts are registered under the Investment Company Act of 1940. Some annuity contracts and insurance
policies issued by some of our subsidiaries are funded by separate accounts, the interests in which are registered under the Securities Act of 1933 and the Investment Company Act of 1940.
Certain of our subsidiaries are registered and regulated as broker-dealers under the Securities Exchange Act of 1934 and are members of, and subject to regulation by FINRA, as well as various
state and local regulators. The registered representatives of our broker-dealers are also regulated by the SEC and FINRA and are also subject to applicable state and local laws. In January 2011,
the SEC staff released the results of a study on investment advisors and broker-dealers, and recommended adoption of a uniform fiduciary standard that would apply to both investment advisors
and broker-dealers. We cannot predict the precise nature of which regulations, if any, will result from the study, but they could impact the manner in which certain of our businesses operate and
how certain of our distributors sell our products.
 

The laws and regulations noted in the preceding paragraph are primarily intended to protect investors in the securities markets and generally grant supervisory agencies broad
administrative powers, including the power to limit or restrict the conduct of business for failure to comply with such laws and regulations. In such event, the possible sanctions that may be
imposed include suspension of individual employees, suspension or limitation of sales of our products, limitations on the activities in which the investment adviser or broker-dealer may engage,
suspension or revocation of the investment adviser or broker-dealer registration, censure or fines. We may also be subject to similar laws and regulations in the states in which we provide
investment advisory services, offer the products described above, or conduct other securities-related activities.
 

Certain of our subsidiaries also sponsor and manage investment vehicles and issue annuities that rely on certain exemptions from registration under the Investment Company Act
of 1940 and the Securities Act of 1933. Nevertheless, certain provisions of the Investment Company Act of 1940 and the Securities Act of 1933 apply to these investment vehicles and the
securities issued by such vehicles. The Investment Company Act of 1940, the Investment Advisers Act of 1940 and the Securities Act of 1933, including the rules promulgated thereunder, are
subject to change, which may affect our subsidiaries that sponsor and manage such investment vehicles. Our costs may increase or we may exit markets to the extent certain of our vehicles and
annuities are required to comply with increased regulation and liability under the securities laws.
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Employee Retirement Income Security Act and Internal Revenue Code Considerations
 

We provide certain products and services to certain employee benefits plans that are subject to Employee Retirement Income Security Act, or ERISA, or the Internal Revenue
Code. As such, our activities are subject to the restrictions imposed by ERISA and the Internal Revenue Code, including the requirement under ERISA that fiduciaries must perform their duties
solely in the interests of ERISA plan participants and beneficiaries and the requirement under ERISA and the Internal Revenue Code that fiduciaries may not cause a covered plan to engage in
certain prohibited transactions with persons who have certain relationships with respect to such plans. The applicable provisions of ERISA and the Internal Revenue Code are subject to
enforcement by the U.S. Department of Labor, the IRS and the Pension Benefit Guaranty Corporation.
 

Privacy of Consumer Information
 

U.S. federal and state laws and regulations require financial institutions, including insurance companies, to protect the security and confidentiality of consumer financial
information and to notify consumers about their policies and practices relating to their collection and disclosure of consumer information and their policies relating to protecting the security and
confidentiality of that information. Similarly, federal and state laws and regulations also govern the disclosure and security of consumer health information. In particular, regulations
promulgated by the U.S. Department of Health and Human Services regulate the disclosure and use of protected health information by health insurers and others, the physical and procedural
safeguards employed to protect the security of that information and the electronic transmission of such information. Congress and state legislatures are expected to consider additional legislation
relating to privacy and other aspects of consumer information.
 

Employees
 

As of March 11, 2011, we had approximately 1,100 full-time and part-time employees. We believe our employee relations are satisfactory.
 

Available Information
 

Symetra’s annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports are available free of charge on Symetra’s
Investor Relations website, which can be accessed at www.symetra.com, as soon as reasonably practicable after such material is electronically filed with, or furnished to, the SEC. Additionally,
copies of Symetra’s annual report will be made available, free of charge, upon written request.
 

Item 1A.  Risk Factors
 

Risks Related to Our Business
 

Fluctuations in interest rates and interest rate spreads could impact sales, profitability or cash flows of interest-rate sensitive products.
 

Certain of our insurance and investment products, such as fixed annuities and universal life insurance, are sensitive to interest rate fluctuations. Changes in interest rates may make
our products less attractive to customers seeking higher yields, which could adversely impact our sales or trigger increased surrenders and withdrawals. For example, when the initial guaranteed
interest rate period for fixed annuity products expires, we may significantly decrease renewal crediting rates below the initial rates, which may impact our ability to obtain and retain business.
Fluctuations in interest rates may also reduce the “spread,” or the difference between the returns we earn on the investments that support our obligations and the amounts that we must credit to
policyholders and contract holders, which could adversely impact the profitability of those products and therefore our results of operations. Reductions in expected profitability or increased
surrenders and
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withdrawals may require us to accelerate amortization of associated deferred policy acquisition costs, or DAC, and deferred sales inducements, or DSI, balances, further decreasing our results of
operations.
 

Prolonged periods of low interest rates
 

Prolonged periods of low interest rates may have a negative impact on our ability to sell products that are dependent on interest earnings, such as fixed annuity and universal life
products, as consumers look for other high-yielding investment vehicles to fund retirement. In low interest rate environments, such as we experienced during 2010, it is difficult to offer
attractive rates and benefits to customers while maintaining profitability, which may limit sales growth of interest sensitive products.
 

Sustained declines in interest rates may subject us to lower returns on our invested assets, as well as increased prepayments on existing investments with embedded call options,
which may reduce our net investment income and compress the spread on our interest-rate sensitive products. This risk is exacerbated by guaranteed minimum crediting rates established by our
contracts and/or regulatory authorities, and restrictions on the timing and frequency with which we can adjust our crediting rates. The performance of our long-term income annuities and BOLI
products is also sensitive to the investment yields on our invested assets backing such products. In extreme situations, the investments yield earned could be lower than the credited rates
guaranteed to the customers. We may not be able to successfully manage interest rate spreads or the potential negative impact of those risks. Our interest rate spreads and associated investment
margins vary by product as follows:
 
         

  For the Years Ended December 31,
  2010  2009
  (Dollars in millions)

 

Fixed deferred annuities:         
Interest rate spread   1.87%   1.81%
Investment margin   $169.9   $134.8 

Income annuities, including structured settlements:         
Interest rate spread   0.57%   0.53%
Investment margin   $40.2   $38.4 

Universal life:         
Interest rate spread   1.50%   1.20%
Investment margin   $12.1   $10.2 

BOLI:         
BOLI return on assets   1.03%   1.08%
Return on assets margin   $44.4   $43.4 

 

Our term life insurance products also expose us to the risk of interest rate fluctuations. The pricing and expected future profitability of these products are based in part on expected
investment returns. Over time, term life insurance products generally produce positive cash flows as customers pay periodic premiums, which we invest as received. Lower than expected
interest rates may reduce our ability to achieve our targeted investment margins on these products.
 

We mitigate some of the aforementioned risks by reducing guaranteed minimum crediting rates offered on new business and, for our deferred annuity products, lowering up-front
commissions. However, sustained low interest rates may require us to limit offerings of certain products.
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Periods of rising interest rates
 

We are also subject to risks associated with periods of rising interest rates. During such times, we may offer higher crediting rates on new sales of interest-sensitive products and
increase crediting rates on existing in force products to maintain or enhance product competitiveness. We may not be able to purchase enough higher yielding assets necessary to fund higher
crediting rates and maintain our desired spread, which could result in lower profitability on our in force business. In rising interest rate environments, especially when interest rates are rapidly
rising, it may be difficult to position our products to offer attractive rates and benefits to customers while maintaining profitability, which may limit sales growth of interest sensitive products. In
order to maintain sales growth of interest sensitive products and retain in force customers, we may offer higher renewal crediting rates which would impact profitability.
 

In addition, periods of rising interest rates may cause increased policy surrenders, withdrawals and requests for policy loans on deferred annuity and BOLI products, as
policyholders and contract holders seek investments with higher returns. The resulting liquidity demands may require us to sell assets that could cause realization of capital losses, particularly in
the event of a sudden rise in interest rates. We may also be required to accelerate the amortization of DAC and DSI related to surrendered contracts, which would adversely affect our results of
operations.
 

Changes in yield curves
 

Shifts in the relationship between short- and long-term interest rates, or yield curve, can also impact our ability to sell our products, particularly fixed annuities. When the yield
curve is relatively flat or negatively sloped (i.e., high short-term rates as compared to long-term rates), customers can receive similar crediting rates on competing products, such as certificates
of deposit, which have shorter required investment periods. Customers may be more likely to choose those competing products than our annuities, which tend to be longer term in nature.
 

Our investment portfolio is subject to various interest rate, credit and liquidity risks that may diminish the value of our invested assets, reduce investment returns and/or erode capital.
 

The performance of our investment portfolio depends in part upon the level of and changes in interest rates and credit spreads, the overall performance of the economy, the
creditworthiness of the specific obligors included in our portfolio, equity prices, liquidity and other factors, some of which are beyond our control. These factors could materially affect our
investment results in any period. As of December 31, 2010, our total investments were $23.5 billion, of which $21.3 billion were fixed maturities. Our fixed maturities portfolio generated net
investment income of $1,119.9 million and $1,048.1 million, and realized gains (losses) of $16.8 million and $(74.6) million for the years ended December 31, 2010 and 2009, respectively.
 

Interest rate and credit spread risk
 

Interest rates and credit spreads are highly sensitive to many factors, including governmental monetary policies, general investor sentiment, domestic and international economic
and political conditions and other factors beyond our control. Fluctuations in interest rates may cause actual net investment income or cash flows to differ from those originally anticipated for
investments that carry prepayment risk, such as mortgage-backed and other securities with embedded call options. In periods of declining interest rates, prepayments generally increase.
Mortgage-backed securities, commercial mortgage obligations and other bonds in our investment portfolio may be prepaid or redeemed as borrowers seek to borrow at lower interest rates. If
unanticipated, such prepayments may require us to accelerate amortization on investments purchased at a premium, which could decrease our net investment income. Additionally, we may be
required to reinvest those funds in lower interest-bearing investments. Current concerns over foreclosures could lead to government intervention in the United States residential mortgage
market, resulting in large numbers of refinancing and prepayments. As of December 31, 2010, we held $3,801.6 million in residential mortgage-backed securities,
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including gross unamortized premiums of $76.9 million, and an increase in prepayments could significantly accelerate our premium amortization and result in asset reinvestment at lower
interest rates.
 

We include an estimate of future principal prepayments in the calculation of effective yields for mortgage-backed securities Differences between the actual and estimated timing of
the principal prepayments impact our investment income and may reduce our overall interest rate spread. As prepayments increase in periods of declining interest rates, premium amortization
accelerates because the expected life of the asset is shortened. In periods of rising interest rates, prepayments generally slow, and discount amortization slows because the expected life of the
asset is extended. These changes in amortization may adversely affect our investment income.
 

In addition, net investment income realized by us from future investments in fixed maturity securities will generally increase or decrease in step with interest rates and credit
spreads. In periods of low interest rates, such as we experienced during 2010, we may be challenged to find attractive yields on new investments. During 2010, we mitigated this risk by
increasing our originations of commercial mortgage loans, which generally provided higher yields than new fixed maturities securities; however, we may be unable to continue to find
appropriate loan opportunities meeting our high quality standards.
 

The fair value of our fixed maturities generally increases or decreases in an inverse relationship with changes in interest rates and credit spreads. Because all of our fixed maturities
are classified as available-for-sale, changes in the fair value of these securities are reflected as a component of comprehensive income. A rise in interest rates may cause the fair value of our
fixed maturity securities to decline, particularly for our long-duration investments supporting our Income Annuities reserves. Declines in fair value may decrease unrealized gains or result in
unrealized losses recorded in accumulated other comprehensive income (loss) (AOCI), and decrease our stockholders’ equity. Further, U.S. GAAP does not require similar fair value accounting
treatment for the insurance liabilities that the fixed maturities support. Therefore, changes in the fair value of our fixed maturities caused by interest rate fluctuations are not offset in whole or in
part by similar adjustments to the fair value of our insurance liabilities on the balance sheet.
 

We mitigate the risks related to fluctuations in interest rates and credit spreads by employing asset-to-liability matching strategies to ensure that cash flows are available to pay
claims as they become due. However, these strategies may fail to eliminate or reduce the adverse effects of interest rate and credit spread volatility.
 

Credit risk
 

Issuers of the fixed maturities we own may default on principal and interest payments. Defaults by third parties in the payment or performance of their obligations could reduce our
investment income or cause realized investment losses. Further, fixed maturities are evaluated for impairment based on our assumptions about the creditworthiness of the issuer. For the years
ended December 31, 2010 and 2009, we incurred $15.3 million and $57.8 million in credit-related impairments, respectively. A significant increase in defaults and impairments on our fixed
maturities portfolio could adversely affect our financial condition, results of operations and cash flows. The determination of impairments is subject to management’s judgment about the
creditworthiness and continued cash flows of a security. While we have controls and procedures in place to provide reasonable assurance that our impairment analysis is complete and based on
accurate information, actual cash flows and defaults may vary significantly from our assumptions.
 

As of December 31, 2010, 5.9% of our total fixed maturity portfolio at fair value was considered below investment grade. Below investment grade securities generally provide
higher expected returns but present greater risk and can be less liquid than investment grade securities. Further, an issuer’s inability to refinance or pay off debt could cause certain of our
investment-grade maturities to present more significant credit risk than when we first invested. Private equity and highly leveraged buyouts could also cause certain of our investment-grade
fixed maturities to present more significant credit risk than when we first invested.
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Issuers of the fixed maturities that we own may experience threats and performance deterioration that trigger rating agency downgrades. Although the issuers may not have
defaulted on principal and interest payments with respect to these securities, we may be required by regulators and rating agencies to hold more capital in support of these investments. We could
experience higher cost of capital and potential constraints on our ability to grow our business and maintain our own ratings.
 

For further information on our fixed maturities portfolio and credit-related impairments, see Item 7—“Management’s Discussion and Analysis of Financial Condition and Results
of Operations—Investments.”
 

Liquidity risk
 

Our investments in privately placed fixed maturities, mortgage loans, policy loans and limited partnership interests, which collectively represented approximately 12% of total
invested assets as of December 31, 2010, are relatively illiquid compared to publicly traded fixed maturities and equities. In addition, periods of market disruption, such as those experienced in
the past three years, could also reduce liquidity for securities generally considered to be readily marketable. If we require significant amounts of cash on short notice in excess of our normal
cash requirements, we may have difficulty selling these investments in a timely manner, be forced to sell them for less than we otherwise would have been able to realize, or both. This risk is
mitigated by the liquidity structure of our underlying reserves, of which 85.4% are considered illiquid or somewhat illiquid. For further information on the liquidity of our underlying reserves,
see Item 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources.”
 

Defaults in our commercial mortgage loans may adversely affect our profitability.
 

Our mortgage loans, which are collateralized by commercial properties, are subject to default risk. During 2010, we began strategically increasing our mortgage loan portfolio and
originated $592.1 million of new loans, compared to $290.8 million originated in 2009. We carry our mortgage loans at outstanding principal balances, adjusted for unamortized deferred fees
and costs, net of an allowance for loan losses. Our allowance includes a reserve for probable incurred but not specifically identified losses in the portfolio, and specific reserves for any non-
performing loans. The reserve for probable incurred losses is based on our historical experience, third party data for expected losses on loans with similar loan-to-value, and debt service
coverage ratios. Specific reserves are determined by comparing the carrying value of the loan to the expected future cash flows, discounted at the loan’s effective interest rate, or the fair value of
the underlying collateral, if the loan is collateral-dependent. These reserves are estimates and may not be sufficient to cover actual losses.
 

As of December 31, 2010, no loans were classified as non-performing. However, due to the uncertain economic environment and the growth in our portfolio, the performance of
our mortgage loan portfolio may decline in the future. In addition, the majority of our loans have balloon payment maturities, which may trigger future defaults on currently performing loans.
An increase in the default rate of our mortgage loan investments, caused by current or worsening economic conditions or otherwise, could result in realized losses or increases in our allowance
for credit losses and could have a material adverse effect on our business, results of operations and financial condition.
 

Further, any geographic concentration of our commercial mortgage loans may expose us to higher risk of adverse effects on our loan portfolio and, consequently, on our results of
operations or financial condition. While we seek to mitigate this risk by having a diversified portfolio, events or developments that have a negative effect on any particular geographic region or
economic sector may have a greater adverse effect on our loan portfolio. As of December 31, 2010, 31.0% of our commercial mortgage loans were located in California, 15.7% were located in
Washington and 9.8% were located in Texas.
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For additional information on our mortgage loan portfolio, see Note 6 to the Consolidated Financial Statements and Item 7—“Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Investments—Mortgage Loans.”
 

Gross unrealized losses on fixed maturity and equity securities may become realized or result in future impairments, resulting in a reduction in our net income.
 

Fixed maturity and equity securities classified as available-for-sale are reported at their estimated fair value and compose a significant portion of our total assets. Liquidity needs,
portfolio rebalancing, or other reasons may require us to sell these securities prior to maturity, or credit concerns could prompt us to conclude that a decline in fair value is other-than-temporary.
The resulting realized losses or impairments may have a material adverse effect on our net income.
 

Unrealized gains or losses on available-for-sale securities are recognized as a component of AOCI and are therefore excluded from net income. The accumulated change in
estimated fair value of these available-for-sale securities is recognized in net income when the gain or loss is realized upon the sale of the security or in the event that the decline in estimated fair
value is determined to be other-than-temporary and an impairment charge is taken. Our gross unrealized losses on available-for-sale fixed maturity and equity securities as of December 31, 2010
were $305.8 million. The portion of the gross unrealized losses for fixed maturity and equity securities where the estimated fair value has declined and remained below amortized cost or cost by
20% or more for six months or greater was $40.6 million as of December 31, 2010.
 

Our valuation of fixed maturity securities may include methodologies, estimations and assumptions that are subject to differing interpretations and could result in changes to
investment valuations that may materially adversely affect our results of operations or financial condition.

 

Fixed maturities are reported at fair value on our consolidated balance sheets and represent approximately 91% of our invested assets as of December 31, 2010. The accounting
guidance for fair value measurements establishes a three-level hierarchy that gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to valuation models using unobservable inputs (Level 3). Level 2 and Level 3 measurements compose a significant portion of our invested assets; as of December 31, 2010,
approximately $20.4 billion, or 96%, of our fixed maturities were categorized as Level 2 measurements, and $0.9 billion, or 4%, were categorized as Level 3. Because values for securities
classified as Level 2 and Level 3 are not based on quoted market prices for identical instruments, the amount we realize upon settlement or maturity may differ significantly from our reported
fair value. Additionally, multiple valuation methods may be applicable to a security, and the use of different methodologies and assumptions could materially affect the estimated fair value
amounts. Decreases in valuations may result in unrealized losses recorded in stockholders’ equity or realized losses recorded in net income, which may have an adverse effect on our financial
condition and results of operations.
 

Our Level 2 measurements are obtained from our pricing services and derived from models that use objectively verifiable, observable market inputs, such as benchmark yields,
reported trades, broker-dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers and other reference data, including market research publications. Because many fixed
maturity 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. If such information about a security is unavailable, we determine the fair value using internal pricing models that typically utilize significant, unobservable market
inputs or inputs that are difficult to corroborate with observable market data.
 

As of December 31, 2010, $892.9 million, or 4.2%, of our fixed maturities portfolio was invested in private placement securities, which are not actively traded. The fair values of
$815.4 million, or 91.3%, of these assets are classified as Level 3, as they are determined using a discounted cash flow approach that requires the use of inputs that are not market-observable
and involves significant judgment.
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During periods of market disruption, including periods of significantly rising interest rates, rapidly widening credit spreads or illiquidity, it may be difficult to value certain of our
securities (for example, corporate private placements) if trading becomes less frequent and/or market data becomes less observable. There may be certain asset classes that were in active
markets with significant observable data that become illiquid due to the financial environment. In such cases, valuations for those securities may require more subjectivity and management
judgment, including valuation methods, inputs and assumptions that are less observable or require greater estimation. Rapidly changing and adverse credit and equity market conditions could
also materially impact the valuation of securities reported in our consolidated financial statements, and the period-to-period changes in value could vary significantly.
 

To mitigate these risks, we use established, industry-standard valuation models consistently from period-to-period. For more information on our valuation methodology for
invested assets, see Note 7 to the Consolidated Financial Statements. Additionally, our investment management objective is to support the expected cash flows of our liabilities and to produce
stable returns over the long term; thus, we typically hold our fixed maturities until maturity or until market conditions are favorable for the sale of such investments.
 

Downturns and volatility in equity markets could adversely affect our profitability.
 

We recognize changes in fair value of our investments in certain common stock or other equity-like securities in net income, through net realized investment gains (losses). These
investments, which generally provide higher expected total returns over the long term, present a greater risk to preservation of principal than our fixed maturity investments. As of December 31,
2010, less than two percent of our invested assets were invested in securities whose changes in fair value are typically highly correlated with changes in the equity markets. While these
investments do not represent a significant portion of our invested assets, a decline in the equity markets could have a significant adverse effect on our net income, and also increase volatility in
results between periods. For example, for the year ended December 31, 2008, net losses on our equity securities trading portfolio were $64.5 million, as the S&P 500 Total Return Index
declined 37% that year. In the following year ending December 31, 2009, net gains were $36.4 million on the portfolio, as the S&P 500 Total Return Index improved nearly 27%. For the year
ended December 31, 2010, net gains on our equity securities trading portfolio were $32.6 million, as the S&P 500 Total Return Index rose approximately 15% for the year.
 

We may face unanticipated losses if we determine our reserves for future policy benefits and claims are inadequate, or there are significant deviations from our pricing assumptions.
 

We calculate and maintain reserves for estimated future benefit payments to our policyholders and contract holders in accordance with U.S. GAAP, which are released as those
future obligations are extinguished. The reserves we establish are estimates, primarily based on actuarial assumptions with regard to our future experience, which involve the exercise of
significant judgment. Our future financial results depend upon the extent to which our actual future experience is consistent with the assumptions we have used in pricing our products and
determining our reserves. Many factors can affect future experience, including economic, political and social conditions, mortality and morbidity, persistency, inflation, healthcare costs and
changes in doctrines of legal liability and damage awards in litigation. Therefore, we cannot predict the ultimate amounts we will pay for actual future benefits or the timing of those payments.
 

Health care costs in particular have risen substantially in recent history and may continue to do so. Our medical stop-loss products provide coverage for claims exceeding certain
dollar thresholds for either individual or aggregate claims, and increased medical costs may result in higher claims. While we monitor claims costs and changes that may affect future costs, such
as medical inflation, changing demographics and changes in the mix of our business, increases in medical costs may exceed our expectations or may not be properly factored into our pricing.
This could adversely affect the results of operations in our Group segment.
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Persistency is the probability that a policy or contract will remain in force from one period to the next. For most of our products, actual persistency that is lower than our
assumptions could have an adverse impact on profitability, especially in the early years of a policy or contract primarily because we would be required to accelerate the amortization of expenses
we deferred in connection with the acquisition of the policy or contract. In addition, we may need to sell investments at a loss to fund withdrawals. For some of our life insurance policies, actual
persistency in later policy durations that is higher than our persistency assumptions could have a negative impact on profitability. If these policies remain in force longer than we assumed, then
we could be required to make greater benefit payments than we had anticipated when we priced these products.
 

In addition, we set prices for our insurance and certain annuity products based upon expected claims and payment patterns, using assumptions for, among other factors, morbidity
rates and mortality rates of our policyholders and contract holders. The long-term profitability of these products depends upon how our actual experience compares with our pricing assumptions.
For example, if morbidity rates are higher or mortality rates are lower than our pricing assumptions, we could be required to make greater payments under certain annuity contracts than we had
projected. Our largest exposure to morbidity risk is in our medical stop-loss products, which we mitigate through reinsurance. For example, our specific stop-loss business is 100% reinsured for
claims above $1.1 million.
 

Our largest exposure to mortality risk is in our Life segment, which we also mitigate through reinsurance. Additionally, a general increase in mortality would be favorable to our
Income Annuities segment, as we may pay fewer benefits than expected.
 

We regularly monitor our reserves and review our assumptions. If we conclude that our reserves are insufficient to cover actual or expected policy and contract benefits and claims
payments, we would be required to increase our reserves and incur income statement charges in the period in which we make that determination, which could adversely affect our financial
condition and results of operations. There were no significant adjustments to reserves due to inadequacy during 2010 or 2009.
 

Although certain of our products permit us to increase premiums or reduce benefits or crediting rates during the life of the policy or contract, these changes may not be sufficient to
maintain profitability, or may reduce the attractiveness of our products relative to competitors. Moreover, many of our products either do not permit us to increase premiums or reduce benefits
or may limit those changes during the life of the policy or contract. Therefore, significant deviations in experience from our assumptions regarding persistency, mortality and morbidity rates
could have an adverse affect on our profitability.
 

We may face unanticipated losses if we are required to accelerate the amortization of deferred policy acquisition costs and/or deferred sales inducements if there are significant
deviations in actual experience or in anticipated assumptions.

 

Deferred policy acquisition costs represent certain costs that vary with and are primarily related to the sale and issuance of our products and are deferred and amortized over the
estimated life of the related contracts. These costs include commissions in excess of ultimate renewal commissions, certain sales incentives, and other costs such as underwriting and contract
and policy issuance expenses. Deferred sales inducements represent bonus interest and excess interest mainly on our fixed deferred annuity products, which are deferred and reported in other
assets on our consolidated balance sheets and amortized as interest credited over the estimated life of the related contracts. Under U.S. GAAP, DAC and DSI are amortized through income over
the lives of the underlying contracts in relation to the anticipated recognition of premiums or gross profits for most of our products. As of December 31, 2010, we had $250.0 million of DAC
and $61.8 million of DSI.
 

Our amortization of DAC and DSI generally depends upon anticipated profits from investments, crediting rates, surrender and other policy and contract charges, mortality,
morbidity and maintenance and
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expense margins. Unfavorable experience with regard to expected expenses, investment returns, crediting rates, mortality, morbidity, withdrawals or lapses may cause us to increase the
amortization of DAC and DSI, resulting in higher expenses and lower profitability. Our assumptions, including those related to expenses, investment returns, credited interest rates, mortality,
morbidity, withdrawals or lapse experience among others, are adjusted quarterly to reflect actual experience to date. For future assumptions, we conduct a study to refine our estimates of future
gross profits on an annual basis during the third quarter. Upon completion of this study, we revise our assumptions and update our DAC models to reflect our current best estimate. Changes in
our actual experience or our expected future experience may result in increased amortization of DAC or DSI, which would increase our expenses and reduce profitability.
 

We regularly review our DAC and DSI asset balances to determine if it is recoverable from future income. The portion of the DAC and DSI asset balances deemed to be
unrecoverable, if any, is charged to expense in the period in which we make this determination. For example, if we determine that we are unable to recover DAC or DSI from profits over the life
of a book of business of insurance policies or annuity contracts, we would be required to recognize the unrecoverable DAC or DSI amortization as a current-period expense.
 

For further information on our DAC accounting policy, see Item 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical
Accounting Policies and Estimates—Deferred Policy Acquisition Costs.”
 

Changes in accounting standards issued by the Financial Accounting Standards Board or other standard-setting bodies may adversely affect our financial statements.
 

Our financial statements are subject to the application of U.S. GAAP, which is periodically revised by recognized authorities, including the Financial Accounting Standards Board
(FASB). Recently, the FASB issued revised guidance for DAC, which limits the costs that are eligible for deferral. This guidance is effective for our 2012 fiscal year and may result in more
acquisition costs being expensed as incurred, which could adversely affect our results of operations. Additionally, we may retrospectively adopt this guidance, which would decrease our
historical DAC asset and retained earnings balances presented in our future financial statements and decrease future DAC amortization.
 

In addition, the FASB is developing new guidance for accounting for insurance contracts, which would measure liabilities for insurance contracts based on the present value of
estimated future cash flows to fulfill the contract. This could change the recognition and measurement of insurance obligations on our statement of financial position and impact the timing of the
related income in our results of operations. The FASB is also drafting new guidance for financial instruments which, as currently proposed, would change the way credit losses for financial
assets are measured. If adopted, these and other future accounting standards could change the current accounting treatment that we apply to our consolidated financial statements, and such
changes could have an adverse effect on our reported financial condition and results of operations.
 

A downgrade or a potential downgrade in our financial strength ratings could result in a loss of business.
 

Financial strength ratings, which various ratings organizations publish as measures of an insurance company’s ability to meet contract holder and policyholder obligations, are
important to maintaining public confidence in our company and our products, and the ability to market our products and our competitive position. Additionally, our structured settlement
products are typically purchased during lawsuit settlements for the benefit of injured claimants and the purchase must be approved by the courts, which place significant reliance on financial
strength ratings. A downgrade in our financial strength ratings, or the announced potential for a downgrade, could have an adverse effect on our financial condition, results of operations and
cash flows in several ways, including:
 

 •    reducing new sales of insurance products, annuities and other investment products;
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 •    limiting our ability to offer structured settlement products;
 

 •    increasing our cost of capital;
 

 •    adversely affecting our relationships with independent sales intermediaries and our dedicated sales specialists;
 

 •    materially increasing the number or amount of policy surrenders and withdrawals by contract holders and policyholders;
 

 •    requiring us to reduce prices for many of our products and services to remain competitive; and
 

 •    adversely affecting our ability to obtain reinsurance or obtain reasonable pricing on reinsurance.
 

We rely on reinsurance arrangements to help manage our business risks, and failure to perform by the counterparties to our reinsurance arrangements may expose us to risks we had
sought to mitigate.

 

We utilize reinsurance to mitigate our risks in various circumstances, primarily related to our individual life and group products. Reinsurance does not relieve us of our direct
liability to our policyholders, even when the reinsurer is liable to us. Accordingly, we bear credit risk with respect to our reinsurers. The total reinsurance recoverables due from reinsurers was
$280.8 million as of December 31, 2010, of which $109.9 million was recoverable from our single largest reinsurer. Our reinsurers may be unable or unwilling to pay the reinsurance
recoverables owed to us now or in the future or on a timely basis. A reinsurer’s insolvency, inability or unwillingness to make payments under the terms of its reinsurance agreement with us
could have an adverse effect on our financial condition, results of operations and cash flows.
 

Reinsurance may not be available, affordable or adequate to protect us against losses.
 

As part of our overall risk management strategy, we purchase reinsurance for certain risks underwritten by our various business segments. While reinsurance agreements generally
bind the reinsurer for the life of the business reinsured at generally fixed pricing, market conditions beyond our control can determine the availability and cost of the reinsurance protection for
new business. In certain circumstances, the price of reinsurance for business already reinsured may also increase. Any decrease in the amount of reinsurance will increase our risk of loss and
any increase in the cost of reinsurance will reduce our earnings. Accordingly, we may be forced to incur additional expenses for reinsurance or may not be able to obtain sufficient reinsurance
on acceptable terms, which could adversely affect our ability to write future business or result in the assumption of more risk with respect to those policies we issue.
 

For further discussion on our reinsurance program, see Item 1—“Business—Reinsurance.”
 

We may be unable to attract and retain independent sales intermediaries and dedicated sales specialists which could result in a reduction in sales or a loss of business.
 

We distribute our products through financial intermediaries, independent producers and dedicated sales specialists. We compete with other financial institutions to attract and retain
commercial relationships in each of these channels, and our success in competing for sales through these sales intermediaries depends upon factors such as:
 

 •    the amount of sales commissions and fees we pay;
 

 •    the breadth of our product offerings;
 

 •    the design and positioning of our product offerings;
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 •    the adjustments we make in premium or interest crediting rates;
 

 •    the strength of our brand;
 

 •    our perceived stability and our financial strength ratings;
 

 •    the marketing and services we provide to them; and
 

 •    the strength of the relationships we maintain with individuals at those firms.
 

Through time our relationship with distributors may deteriorate due to any of the above factors, which could result in a drop in sales and/or a loss of existing business due to higher
surrender activity.
 

Our competitors may be effective in providing incentives to existing and potential distribution partners to favor their products or to reduce sales of our products. Our contracts with
our distribution partners generally allow either party to terminate the relationship upon short notice. Our distribution partners do not make minimum purchase commitments, and our contracts do
not prohibit our partners from offering products that compete with ours. Accordingly, our distribution partners may choose not to offer our products exclusively or at all, or may choose to exert
insufficient resources and attention to selling our products. Sales from our top five distribution partners accounted for approximately 42% of our total sales in 2010. If our relationships with
these distributors were to deteriorate, it is likely that we would experience a decline in our sales.
 

Turbulent economic conditions may also impair our distribution partners, which would have an adverse impact on our sales. Further, consolidation of financial institutions could
increase competition for access to distributors, result in greater distribution expenses, and impair our ability to market our products to our current customer base or to expand our customer base.
 

From time to time, due to competitive forces, we may also experience unusually high employee attrition in particular sales channels for specific products. An inability to recruit
productive independent sales intermediaries and dedicated sales specialists, or our inability to retain strong relationships with the individual agents at our independent sales intermediaries, could
have an adverse effect on our financial condition, results of operations and cash flows.
 

Our future success is highly dependent on maintaining and growing both existing and new distribution relationships. We may have little or no contact or brand awareness with end
customers of our products, which makes it more difficult to respond to evolving customer needs and increases our reliance on our distribution partners.
 

New executive leadership may not be able to successfully implement business strategies for growth.
 

Our success depends upon our executive leadership team’s ability to develop and implement a successful business strategy. During 2010, we announced a number of changes in our
executive leadership team. While the new members of our executive leadership team are experienced in the life insurance industry, they have not worked together in their new positions with the
Company and may not be able to successfully implement our new business strategies in the current economic environment. Failure to effectively integrate our new executive leadership team or
failure of our new executive leadership team to implement our business strategies could materially adversely affect our future financial condition and results of operation.
 

Intense competition could adversely affect our ability to maintain or increase our market share and profitability.
 

Our businesses are subject to intense competition. We believe the principal competitive factors in the sale of our products are product features, price, commission structure,
marketing and distribution arrangements, brand, reputation, financial strength ratings and service. Many other companies actively
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compete for sales of deferred and income annuity products, group health and life insurance, including other major insurers, banks, other financial institutions, mutual fund and asset management
firms and specialty providers.
 

In many of our product lines, we face competition from companies that have greater market share or breadth of distribution, offer a broader range of products, services or features,
assume a greater level of risk, have lower profitability expectations or have higher financial strength ratings than we do. Many competitors offer similar products and use similar distribution
channels. The substantial expansion of banks’ and insurance companies’ distribution capacities and expansion of product features in recent years have intensified pressure on margins and
production levels and have increased the level of competition in many of our product lines, which could make it difficult to achieve our target returns.
 

Our strategies for mitigating risks arising from our day-to-day operations may prove ineffective resulting in a material adverse effect on our results of operations and financial
conditions.

 

Our performance is highly dependent on our ability to manage risks that arise from a large number of our day-to-day business activities, including setting of premium or interest
crediting rates, underwriting, claims processing, policy administration and servicing, execution of our investment strategy, financial and tax reporting, marketing and sales efforts, and other
activities, many of which are complex. We also may rely on third parties for such activities. We seek to monitor and control our exposure to risks arising out of or related to these activities
through a variety of internal controls, management review processes, and other mechanisms. However, the occurrence of unforeseen or un-contemplated risks, or the occurrence of risks of a
greater magnitude than expected, including those arising from a failure in processes, procedures or systems implemented by us or a failure on the part of employees or third parties upon which
we rely in this regard, may have a material adverse effect on our financial condition or results of operations.
 

The occurrence of natural disasters, disease pandemics, terrorism or military actions could adversely affect our financial condition, results of operations and cash flows.
 

Our financial condition and results of operations are at risk of material adverse effects that could arise from catastrophic mortality and morbidity due to natural disasters, including
floods, tornadoes, earthquakes and hurricanes, disease pandemics, terrorism and military actions. Such events could also lead to unexpected changes in persistency rates as policyholders and
contract holders who are affected by the disaster may be unable to meet their contractual obligations, such as payment of premiums on our insurance policies or deposits into our investment
products. The effectiveness of external parties, including governmental and nongovernmental organizations, in combating the spread and severity of a disease pandemic could have a material
impact on the losses experienced by us.
 

The continued threat of terrorism and ongoing military actions may cause significant volatility in global financial markets, and a natural disaster or a disease pandemic could
trigger an economic downturn in the areas directly or indirectly affected by the disaster. These could adversely impact the valuation and performance of our investment portfolio. Further, in our
group health and life insurance operations, including bank-owned life insurance, a localized event that affects the workplace of one or more of our customers could cause a significant loss due to
mortality or morbidity claims.
 

The majority of our operations are located in Bellevue, Washington. In the event of a catastrophic event or disaster in this area, our employees may be unable to perform their
duties for an extended period of time, which may interrupt our business operations and adversely affect our financial condition, results of operations, cash flows, and may result in limited or no
connectivity. The majority of our employees are equipped to work remotely; however certain duties, such as processing new business applications, may be difficult to perform remotely.
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The failure to maintain effective and efficient information systems could adversely affect our business.
 

We use computer systems to store, retrieve, evaluate and use customer and company data and information. Additionally, our computer and information technology systems
interface with and rely upon third-party systems. Our business is highly dependent on our ability, and the ability of our affiliates, to access these systems to perform necessary business functions,
including providing insurance quotes, processing premium payments, providing customer support, filing and paying claims and making changes to existing policies. We also use systems for
investment management, financial reporting and data analysis to support our policyholder reserves and other actuarial estimates.
 

Our failure to maintain effective and efficient information systems could have a material adverse effect on our financial condition and results of operations. If we do not maintain
adequate systems, we could experience adverse consequences, including:
 

 •    inadequate information on which to base pricing, underwriting and reserving decisions;
 

 •    inadequate information for accurate financial reporting;
 

 •    increases in administrative expenses;
 

 •    the loss of existing customers;
 

 •    difficulty in attracting new customers;
 

 •    customer, provider and agent disputes;
 

 •    litigation exposure; or
 

 •    regulatory compliance problems, such as failure to meet prompt payment obligations.
 

Systems outages or outright failures would compromise our ability to perform critical functions in a timely manner. This could hurt our relationships with our business partners and
customers and harm our ability to conduct business. In the event of a disaster such as a blackout, a computer virus, an industrial accident, a natural catastrophe, a terrorist attack or war, our
systems may not be available to our employees, customers or business partners for an extended period of time. If our systems or our data are destroyed or disabled, employees may be unable to
perform their duties for an extended period of time. Our systems could also be subject to similar disruptions due to physical and electronic break-ins or other types of unauthorized tampering
with our systems. This may interrupt our business operations and may have a material adverse effect on our financial condition, results of operations and cash flows.
 

We have committed and will continue to commit significant resources to develop, maintain and enhance our existing information systems and develop new information systems in
order to keep pace with continuing changes in information processing technology, evolving industry and regulatory standards and changing customer preferences. Our ability to keep our
systems fully integrated with those of our clients is critical to the operation of our business, and failure to update our systems to reflect technological advancements or to protect our systems may
adversely affect our relationships and ability to do business with our clients.
 

The failure to protect our clients’ confidential information and privacy could adversely affect our business.
 

A number of our businesses are subject to privacy regulations and confidentiality obligations. For example, the collection and use of patient data in our Group segment is the
subject of national and state
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legislation, including the Health Insurance Portability and Accountability Act of 1996, or HIPAA, and certain of the activities conducted by our businesses are subject to the privacy regulations
of the Gramm-Leach-Bliley Act. We also have contractual obligations to protect certain confidential information we obtain from our existing vendors and clients. These obligations generally
include protecting such confidential information in the same manner and to the same extent as we protect our own confidential information. The actions we take to protect confidential
information vary by business segment and may include, among other things:
 

 •    training and educating our employees regarding our obligations relating to confidential information;
 

 •    actively monitoring our record retention plans and any changes in state or federal privacy and compliance requirements;
 

 •    drafting appropriate contractual provisions into any contract that raises proprietary and confidentiality issues;
 

 •    maintaining secure storage facilities for tangible records;
 

 •    limiting access to electronic information; and
 

 •    in the event of a security breach, providing credit monitoring or other services to affected customers.
 

In addition, we must develop, implement and maintain a comprehensive written information security program with appropriate administrative, technical and physical safeguards to
protect such confidential information. If we do not properly comply with privacy regulations and protect confidential information, we could experience adverse consequences, including
regulatory sanctions, such as penalties, fines and loss of license, as well as loss of reputation and possible litigation. This could have an adverse impact on our company’s image and, therefore,
result in lower sales or lapses of existing business.
 

Our business could be interrupted or compromised if we experience difficulties arising from outsourcing relationships.
 

We outsource certain technology and business functions to third parties, including a significant portion of our investment management and information technology functions, and
expect to continue to do so in the future. When we engage a third-party vendor, we perform extensive due diligence on the vendor, including evaluations of quality of service, financial stability,
compliance with laws and regulations and appropriate business continuity plans. However, if we do not maintain an effective outsourcing strategy or third-party providers do not perform as
contracted, we may experience operational difficulties, increased costs and a loss of business that could have a material adverse effect on our consolidated results of operations.
 

Our credit facility subjects us to operating and financial covenants on our operations and could limit our ability to grow our business.
 

We entered into a $200.0 million revolving credit facility on August 16, 2007. We rely on the facility as a potential source of liquidity, which could be critical in enabling us to
meet our obligations as they come due, particularly during periods when alternative sources of liquidity are limited. As of December 31, 2010, we had no balance outstanding and we have had
no borrowings under this facility since it was established. In connection with this facility, we have agreed to covenants that may impose significant operating and financial restrictions on us.
These restrictions limit the incurrence of additional indebtedness by our subsidiaries, limit the ability of us and our subsidiaries to create liens and impose certain other operating limitations.
These restrictions could limit our ability to obtain future financing or take advantage of business opportunities.
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Furthermore, our credit facility requires us and our insurance subsidiaries to maintain specified financial ratios. Our ability to comply with these ratios may be affected by events
beyond our control, including prevailing economic, financial and industry conditions. If we are unable to comply with the covenants and ratios in our credit facility, we may be deemed in
default under the facility and unable to access it when needed, or we may be required to pay substantial fees or penalties to the lenders to obtain a waiver of any such default. Either development
could have a material adverse effect on our business, financial condition and results of operations.
 

We may need additional capital in the future, which may not be available to us on favorable terms or at all. Raising additional capital could dilute stockholder ownership in the
Company and may cause the market price of our common stock to fall.

 

We need liquidity to pay our policyholder benefits, operating expenses, interest on our debt and dividends on our capital stock, and to pay down or replace certain debt obligations
as they mature. We may need to raise additional funds through public or private debt or equity financings in order to:
 

 •    fund liquidity needs;
 

 •    refinance our senior notes or our Capital Efficient Notes (CENts);
 

 •    satisfy letter of credit or guarantee bond requirements that may be imposed by our clients or by regulators;
 

 •    acquire new businesses or invest in existing businesses;
 

 •    grow our business;
 

 •    otherwise respond to competitive pressures;
 

 •    maintain adequate risk-based capital; or
 

 •    maintain our target ratings from rating agencies.
 

Future deterioration of our capital position at a time when we are unable to access the long-term debt market could have a material adverse effect on our liquidity. Our internal
sources of liquidity may prove to be insufficient, which may require us to:
 

 •    reduce or eliminate future stockholder dividends of our common stock;
 

 •    utilize unused borrowings for general corporate purposes;
 

 •    undertake additional capital management activities, including reinsurance transactions;
 

 •    limit or curtail sales of certain products and/or restructure existing products;
 

 •    undertake asset sales or internal asset transfers; and
 

 •    seek temporary or permanent changes to regulatory rules.
 

Certain of these actions may require regulatory approval and/or the approval of counterparties, which are outside of our control or have economic costs associated with them.
Actions we might take to access financing may also cause rating agencies to reevaluate our ratings. Further, in connection with the CENts
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offering, we entered into a covenant that may limit our ability to undertake certain additional types of financing to repay or redeem the CENts.
 

Any additional capital raised through the sale of equity will dilute each stockholder’s ownership percentage in our company and may decrease the market price of our common
stock. Furthermore, newly issued securities may have rights, preferences and privileges that are senior or otherwise superior to those of our common stock. Any additional financing we may
need may not be available on terms favorable to us.
 

Without sufficient liquidity, we could be forced to curtail our operations, and our business could suffer. Disruptions, uncertainty or volatility in the financial markets may limit our
access to capital required to operate our business and maintain desired financial ratios. These market conditions may limit our ability to access the capital necessary to grow our business, replace
capital withdrawn by customers or raise new capital required by our subsidiaries as a result of volatility in the markets in a timely manner. As a result, we may be forced to delay raising capital,
bear an unattractive cost of capital or be unable to raise capital at any price, which could decrease our profitability and significantly reduce our financial flexibility.
 

As a holding company, Symetra Financial Corporation depends on the ability of its subsidiaries to transfer funds to it to meet its obligations and pay dividends.
 

Symetra is a holding company for its insurance and financial subsidiaries with no significant operations of its own. Its principal sources of cash to meet its obligations and to pay
dividends consist of dividends from its subsidiaries and permitted payments under tax sharing agreements with its subsidiaries. State insurance regulatory authorities limit the payment of
dividends by insurance subsidiaries. Based on our statutory results as of December 31, 2010, our insurance subsidiaries may pay dividends to us of up to $194.0 million in the aggregate during
2011 without obtaining regulatory approval. Competitive pressures generally require our insurance subsidiaries to maintain financial strength ratings, which are partly based on maintaining
certain levels of capital. These restrictions and other regulatory requirements, such as minimum required risk-based capital ratios, affect the ability of our insurance subsidiaries to make
dividend payments. Limits on the ability of the insurance subsidiaries to pay dividends could adversely affect our liquidity, including our ability to pay dividends to stockholders and service our
debt.
 

There are a number of other factors that could affect our ability to pay dividends, including the following:
 

 •    lack of available cash due to changes in our operating cash flow, capital expenditure requirements, working capital requirements and other cash needs;
 

 •    unexpected or increased operating or other expenses or changes in the timing thereof;
 

 •    restrictions under Delaware law or other applicable law on the amount of dividends that we may pay;
 

 •    a decision by our board of directors to modify or revoke its policy to pay dividends; and
 

 •    the other risks described in this section.
 

Significant stockholders may be able to influence the direction of our business.
 

Our principal stockholders, affiliates of White Mountains Insurance Group, Ltd. and Berkshire Hathaway Inc., each beneficially owned approximately 21.0% of our outstanding
shares of common stock as of March 11, 2011 (including warrants exercisable for 9,487,872 shares held by affiliates of each of White Mountains Insurance Group, Ltd. and Berkshire Hathaway
Inc.). Accordingly, they may have the ability to significantly influence all matters requiring stockholder approval, including the nomination and election of
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directors and the determination of the outcome of any corporate transaction or other matter submitted to our stockholders for approval, including amendments to our certificate of incorporation,
potential mergers or acquisitions, asset sales and other significant corporate transactions. The interests of our principal stockholders may not coincide with the interests of the other holders of
our common stock.
 

Risks Related to Our Industry
 

Our industry is highly regulated and changes in regulations affecting our businesses may reduce our profitability and limit our growth.
 

Our insurance businesses are heavily regulated and are subject to a wide variety of laws and regulations in various jurisdictions. Our insurance subsidiaries are subject to state
insurance laws and regulated by the insurance departments of the various states in which they are domiciled and licensed. State laws in the United States grant insurance regulatory authorities
broad administrative powers with respect to various aspects of our insurance businesses, including:
 

 •    licensing companies and agents to transact business;
 

 •    calculating the value of assets to determine compliance with statutory requirements;
 

 •    mandating certain insurance benefits;
 

 •    regulating certain premium rates;
 

 •    reviewing and approving policy forms;
 

 •    regulating unfair trade and claims practices, including the imposition of restrictions on marketing and sales practices, distribution arrangements and payment of
inducements;

 

 •    establishing statutory capital and reserve requirements and solvency standards;
 

 •    establishing maximum interest rates on insurance policy loans and minimum rates for guaranteed crediting rates on life insurance policies and annuity contracts;
 

 •    requiring regular market conduct examinations;
 

 •    approving changes in control of insurance companies;
 

 •    restricting the payment of dividends and other transactions between affiliates; and
 

 •    regulating the types, amounts and valuation of investments.
 

State insurance regulators and the NAIC regularly re-examine existing laws and regulations applicable to insurance companies and their products. Changes in these laws and
regulations, or in interpretations thereof, are often made for the benefit of the consumer at the expense of the insurer and thus could have an adverse effect on our business.
 

Currently, the U.S. federal government does not regulate directly the business of insurance. However, the Dodd-Frank Act created a Federal Insurance Office. While the office will
not directly regulate domestic insurance business, it is tasked with studying the potential efficiency and consequences of federal insurance regulation. We cannot predict what impact, if any, the
results of these studies or other such proposals, if enacted, may have on our financial condition, results of operations and cash flows. Additionally, federal legislation and administrative policies
in other areas can significantly and adversely affect insurance

43



Table of Contents

companies, including general financial services regulation, securities regulation, pension regulation, privacy regulation, tort reform legislation, and taxation.
 

Many of our customers and independent sales intermediaries also operate in regulated environments. Changes in the regulations that affect their operations also may affect our
business relationships with them and their ability to purchase or to distribute our products.
 

Compliance with applicable laws and regulations is time consuming and personnel-intensive, and changes in these laws and regulations may materially increase our direct and
indirect compliance efforts and other expenses of doing business.
 

U.S. federal and state securities laws apply to investment products that are also securities, including variable annuities and variable life insurance policies. As a result, some of our
subsidiaries and the policies and contracts they offer are subject to regulation under these federal and state securities laws. Some of our insurance subsidiaries’ separate accounts are registered as
investment companies under the Investment Company Act of 1940. Some subsidiaries are registered as broker-dealers under the Securities Exchange Act of 1934 and are members of, and
subject to regulation by FINRA. In addition, one of our subsidiaries also is registered as an investment adviser under the Investment Advisers Act of 1940. These subsidiaries may also be
impacted by interpretations and rules created as a result of the Dodd-Frank Act.
 

Securities laws and regulations are primarily intended to ensure the integrity of financial markets and to protect investors in the securities markets or investment advisory or
brokerage clients. These laws and regulations grant supervisory agencies broad administrative powers, including the power to limit or restrict the conduct of business for failure to comply with
those laws and regulations.
 

Legal and regulatory investigations and actions are increasingly common in the insurance business and may result in financial losses and harm our reputation.
 

We face a significant risk of litigation and regulatory investigations and actions in the ordinary course of operating our businesses, including the risk of class action lawsuits. Our
pending legal and regulatory actions include proceedings specific to us and others generally applicable to business practices in the industries in which we operate. In our insurance operations,
we may become subject to class actions and regulatory actions and we are or may become subject to individual lawsuits relating, among other things, to sales or underwriting practices, payment
of contingent or other sales commissions, claims payments and procedures, product design, disclosure, administration, additional premium charges for premiums paid on a periodic basis,
interest crediting practices, denial or delay of benefits and breaches of fiduciary or other duties to customers. Plaintiffs in class action and other lawsuits against us may seek very large or
indeterminate amounts, including punitive and treble damages, which may remain unknown for substantial periods of time.
 

For example, the insurance industry has been the focus of increased scrutiny and lawsuits related to retained asset accounts offered to beneficiaries, which offer access to benefits
through drafts on interest-bearing accounts held by the insurer in lieu of a lump-sum payout. The lawsuits allege that customers were misled about access to and security of these funds, and that
insurers unjustly profited through low crediting rates offered on the accounts. The outcome of these lawsuits is unknown. As of December 31, 2010, balances held in our retained asset accounts
were $71.3 million, and we have not been the subject of any inquiries or lawsuits regarding these practices. In addition, annuity sales to seniors are coming under increased scrutiny by FINRA
and state insurance regulators, and have been the source of industry litigation in situations where annuity sales have allegedly been unsuitable for the seniors’ financial needs.
 

We are also subject to various regulatory inquiries, such as information requests, subpoenas, market conduct exams and books and record examinations, from state and federal
regulators and other authorities, which may result in fines, recommendations for corrective action or other regulatory actions.
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Current or future investigations and proceedings could have an adverse effect on our business. A substantial legal liability or a significant regulatory action against us could have
an adverse effect on our business. Moreover, even if we ultimately prevail in the litigation, regulatory action or investigation, we could suffer significant reputational harm, which could have an
adverse effect on our business. Increased regulatory scrutiny and any resulting investigations or proceedings could result in new legal actions or precedents and industry-wide regulations or
practices that could adversely affect our business.
 

The implementation of The Patient Protection and Affordable Care Act could have a material adverse effect on the profitability or marketability of the health insurance products that
we sell.

 

On March 23, 2010, President Obama signed into law The Patient Protection and Affordable Care Act, which brings substantial change to the insurance coverage for medical costs.
PPACA directly or indirectly impacts our Group medical stop-loss and limited benefit medical businesses. PPACA mandated studies that are expected to be released late in the first quarter 2011
could influence future legislation affecting self-insured health plans and, thus, our medical stop-loss business. Although our limited benefit medical product is exempt from many of the reforms
mandated by PPACA due to its fixed indemnity design, it does not provide minimum essential coverage as defined under PPACA provisions effective in 2014. We will continue to monitor the
implementation of PPACA and reassess our business strategies accordingly.
 

Potential changes in tax laws could make some of our products less attractive to customers and adversely affect our results of operations.
 

Many of the products that we sell benefit from one or more forms of tax-favored status under current federal tax law. For example, we sell life insurance policies that benefit from
the deferral or elimination of taxation on earnings accrued under the policy, as well as permanent exclusion of certain death benefits that may be paid to policyholders’ beneficiaries. We also sell
annuity contracts that allow the policyholders to defer the recognition of taxable income earned within the contract.
 

Congress has previously considered and may revisit legislation that could make our products less attractive to consumers, including legislation that would reduce or eliminate the
benefits derived from the tax deferred nature of life insurance and annuity products. Due in large part to the recent budget crisis affecting many governments, there is an increasing risk that
federal and/or state tax legislation could be enacted that would result in higher taxes on insurance companies and their policyholders. Although the specific form of any such potential legislation
is uncertain, it could include reducing or eliminating some or all of the tax advantages currently benefiting us or our policyholders. Changes to these favorable tax statuses could adversely affect
our sales and lapses of current policies.
 

In addition, changes in tax laws could increase our company tax liability and income tax expense. For example, recent federal budget proposals, if enacted, would affect the
taxation of life insurance companies and certain life insurance products. In particular, those proposals include modifying the dividends-received deduction for life insurance company separate
accounts and expanding the interest expense disallowance for corporate-owned life insurance. If proposals of this type were enacted, our sales could be adversely affected, primarily variable
products and BOLI, and our actual tax expense could increase, reducing earnings.
 

Failures elsewhere in the insurance industry could obligate us to pay assessments through guaranty associations.
 

When an insurance company becomes insolvent, state insurance guaranty associations have the right to assess other insurance companies doing business in their state for funds to
pay obligations to policyholders of the insolvent company, up to the state-specific limit of coverage. The total amount of the assessment is based on the number of insured residents in each state,
and each company’s portion is based on its proportionate share of premium volume in the relevant lines of business. The future failure of a large life, health or annuity insurer could trigger
assessments which we would be obligated to pay. Further, amounts for historical insolvencies may be assessed over many years, and there can be significant uncertainty around the
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total obligation for a given insolvency. Existing liabilities may not be sufficient to fund the ultimate obligations of a historical insolvency, and we may be required to increase our liability, which
could have an adverse effect on our results of operations.
 

Item 1B.  Unresolved Staff Comments
 

None.
 

Item 2.  Properties
 

We lease our headquarters in Bellevue, Washington, which consists of 221,000 square feet in the Symetra Financial Center building and 72,000 square feet in the Key Center
building. Leases for both facilities expire in 2015 with multiple options to renew. Our headquarters in Bellevue serves as the primary location for operations of all of our divisions. In addition to
our headquarters, we lease 16 other properties throughout the U.S. which comprise a total of 59,000 square feet.
 

We believe our properties are suitable and adequate for our business as presently conducted.
 

Item 3.  Legal Proceedings
 

We are regularly a party to litigation, arbitration proceedings and governmental examinations in the ordinary course of our business. While we cannot predict the outcome of any
pending or future litigation or examination, we do not believe that any pending matter, individually or in the aggregate, will have a material adverse effect on our business.
 

Item 4.  Reserved
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PART II
 

Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
 

Shares of our common stock began trading on the NYSE under the symbol “SYA” on January 22, 2010. As a result, we have not set forth information with respect to the high and
low prices for our common stock and the dividends declared on our common stock for the periods preceding our initial trading day. The following table presents the high and low closing price
for our common stock and the dividends declared per share during the 2010 fiscal year:
 
                 

        Dividend     
2010:  High   Low   Declared    
 

Fourth quarter   $13.91   $10.35   $0.05     
Third quarter   12.16   10.24   0.05     
Second quarter   14.25   11.74   0.05     
First quarter (1)   13.27   12.65   —     

 

 

(1) For the quarter ended March 31, 2010, we did not have stock traded on the NYSE until January 22, 2010. As a result, this data only reflects stock information after that date.
 

On March 11, 2011, there were approximately 20 registered holders of record for the common stock and 118.533 million shares outstanding.
 

The following graph provides a comparison of the cumulative total shareholder return on our common stock with the cumulative total return of the S&P 500 Index, and the S&P
500 Life and Health Index. The comparison assumes $100 was invested on January 22, 2010, in our common stock and in each of the foregoing indexes, and assumes the reinvestment of
dividends. The graph covers the period of January 22, 2010, through December 31, 2010.
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Dividend Policy
 

Since becoming a public company we have paid and intend to continue to pay quarterly cash dividends on our common stock and warrants. Our current rate is $0.05 per share. The
declaration and payment of dividends to holders of our common stock will be at the discretion of our board of directors and will depend on many factors, including our financial condition and
results of operations, liquidity requirements, market opportunities, capital requirements of our subsidiaries, legal requirements, regulatory constraints and other factors as our board of directors
deems relevant. Further, we are a holding company with no significant business operations of our own and, as a result, our ability to pay future dividends is, in part, dependent upon receiving
dividends from our subsidiaries. Dividends on our common stock will also be paid to holders of our outstanding warrants and unvested restricted shares on a one-to-one basis.
 

For more information regarding our ability to pay dividends, see Item 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital and
Liquidity.”
 

Purchases of equity securities by the issuer and affiliated purchasers
 

Purchases of common stock made by or on behalf of the Company during the quarter ended December 31, 2010 are set forth in whole shares below:
 
                 

        Total Number of Shares   Maximum Number (or  
  Total Number   Average   Purchased as part of   Approximate Dollar Value) of  
  of Shares   Price Paid   Publicly Announced   Shares that May Yet Be Purchased  
Period  Purchased (1)  Per Share  Plans or Programs   Under the Plans or Programs 
 

October 1, 2010—October 31, 2010   —   —   —   — 
November 1, 2010—November 30, 2010   —   —   —   — 
December 1, 2010—December 31, 2010   769   $13.70   —   — 
                 

Total   769   $13.70   —   — 
                 

 

 

(1) Restricted shares withheld to offset tax withholding obligations related to the vesting of restricted shares.
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Item 6.  Selected Financial Data
 

The following selected financial data, except for non-GAAP financial measures, have been derived from our consolidated financial statements. The consolidated income statement
data for the years ended December 31, 2010, 2009 and 2008 and the consolidated balance sheet data as of December 31, 2010 and 2009, except for the non-GAAP financial measures, have been
derived from our consolidated financial statements included elsewhere herein. The consolidated income statement data for the years ended December 31, 2007 and 2006 and the consolidated
balance sheet data as of December 31, 2008, 2007 and 2006, except for the non-GAAP financial measures, have been derived from the our consolidated financial statements not included herein.
The selected financial data presented below should be read in conjunction with Item 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our
consolidated financial statements and accompanying notes included elsewhere herein.
 
                     

  Year Ended December 31,  
  2010   2009   2008   2007   2006  
  (In millions, except per share data)  

 

Consolidated Income Statement Data:                     
Revenues:                     
Premiums   $473.0   $470.1   $486.1   $433.4   $456.5 
Net investment income   1,199.4   1,113.6   956.5   973.6   984.9 
Policy fees, contract charges and other   166.3   159.9   166.5   165.8   125.3 
Net realized investment gains (losses)(1):                     

Net impairment losses recognized in earnings   (20.9)   (86.5)   (86.4)   (16.2)   (25.7)
Other net realized investment gains (losses)   60.7   57.2   (71.6)   33.0   27.4 

                     

Total net realized investment gains (losses)   39.8   (29.3)   (158.0)   16.8   1.7 
                     

Total revenues   1,878.5   1,714.3   1,451.1   1,589.6   1,568.4 
Benefits and Expenses:                     
Policyholder benefits and claims   335.1   350.5   348.5   267.1   264.3 
Interest credited   899.5   846.8   766.1   752.3   765.9 
Other underwriting and operating expenses   256.7   252.7   265.8   281.9   260.5 
Interest expense   31.9   31.8   31.9   21.5   19.1 
Amortization of deferred policy acquisition costs   66.2   51.4   25.8   18.0   14.6 
                     

Total benefits and expenses   1,589.4   1,533.2   1,438.1   1,340.8   1,324.4 
                     

Income from continuing operations before income taxes   289.1   181.1   13.0   248.8   244.0 
Provision (benefit) for income taxes:                     

Current   57.7   6.7   23.8   62.8   92.4 
Deferred   30.5   46.1   (32.9)   18.7   (7.9)

                     

Total provision (benefit) for income taxes   88.2   52.8   (9.1)   81.5   84.5 
                     

Net income   $200.9   $128.3   $22.1   $167.3   $159.5 
                     

Net income per common share(2):                     
Basic   $1.48   $1.15   $0.20   $1.50   $1.43 
                     

Diluted   $1.48   $1.15   $0.20   $1.50   $1.43 
                     

Weighted-average number of common shares outstanding:                     
Basic   135.609   111.622   111.622   111.622   111.622 
                     

Diluted   135.618   111.626   111.622   111.622   111.622 
                     

Cash dividends declared per common share   $0.15   $—   $—   $1.79   $0.90 
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  Year Ended December 31,  
  2010   2009   2008   2007   2006  
  (In millions, except per share data)  

 

Non-GAAP Financial Measure(3):                     
Adjusted operating income   $175.2   $147.9   $122.9   $154.9   $159.8 
                     

Adjusted operating income per common share:                     
Basic   $1.29   $1.32   $1.10   $1.39   $1.43 
                     

Diluted   $1.29   $1.32   $1.10   $1.39   $1.43 
                     

Reconciliation to net income:                     
Net income   $200.9   $128.3   $22.1   $167.3   $159.5 
Less: Net realized investment gains (losses) (net of taxes)   25.9   (19.1)   (102.7)   10.9   1.1 
Add: Net investment gains (losses) on FIA options (net of taxes)   0.2   0.5   (1.9)   (1.5)   1.4 
                     

Adjusted operating income   $175.2   $147.9   $122.9   $154.9   $159.8 
                     

 
                     

  As of December 31,  
  2010   2009   2008   2007   2006  
  (In millions, except per share data)  

 

Consolidated Balance Sheet Data:                     
Total investments   $23,500.2   $20,181.0   $16,252.5   $16,905.0   $17,305.3 
Total assets   25,636.9   22,435.4   19,229.6   19,560.2   20,114.6 
Total notes payable   449.0   448.9   448.8   448.6   298.7 
Separate account assets   881.7   840.1   716.2   1,181.9   1,233.9 
Accumulated other comprehensive income (loss) (net of taxes) (AOCI)   432.5   (49.7)   (1,052.6)   (12.5)   (0.5)
Total stockholders’ equity   2,380.6   1,433.3   286.2   1,285.1   1,327.3 
U.S. Statutory Financial Information:                     
Statutory capital and surplus   $1,752.3   $1,415.4   $1,179.0   $1,225.0   $1,266.2 
Asset valuation reserve (AVR)   185.1   120.5   113.7   176.0   158.4 
                     

Statutory book value   $1,937.4   $1,535.9   $1,292.7   $1,401.0   $1,424.6 
                     

                     
Book value per common share (4)   $17.35   $12.83   $2.56   $11.51   $11.89 
                     

Non-GAAP Financial Measures(3):                     
Adjusted book value   $1,948.1   $1,483.0   $1,338.8   $1,297.6   $1,327.8 
                     

Reconciliation to stockholders’ equity:                     
Total stockholders’ equity   $2,380.6   $1,433.3   $286.2   $1,285.1   $1,327.3 
Less: AOCI   432.5   (49.7)   (1,052.6)   (12.5)   (0.5)
                     

Adjusted book value   $1,948.1   $1,483.0   $1,338.8   $1,297.6   $1,327.8 
Add: Assumed proceeds from exercise of warrants   218.1   218.1   218.1   218.1   218.1 
                     

Adjusted book value, as converted   $2,166.2   $1,701.1   $1,556.9   $1,515.7   $1,545.9 
                     

Adjusted book value per common share   $16.48   $15.99   $14.45   $14.01   $14.33 
                     

Adjusted book value per common share, as converted   $15.79   $15.23   $13.95   $13.58   $13.85 
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  Twelve Months Ended December 31,  
  2010   2009   2008   2007   2006  
  (In millions, unless otherwise stated)  

 

Return on stockholders’ equity, or ROE   9.3%  15.4%  2.6%  12.6%  12.8%
Average stockholders’ equity (5)   $2,167.9   $832.4   $861.8   $1,328.3   $1,249.5 
Non-GAAP Financial Measures(3):                     
Operating return on average equity, or ROAE   9.8%  10.5%  9.2%  11.2%  12.1%
Average adjusted book value (5)   $1,795.4   $1,407.8   $1,329.8   $1,380.2   $1,324.2 

 

 

(1) We adopted new OTTI accounting guidance effective January 1, 2009, which changed the recognition and measurement of OTTI for fixed maturities. See Item 7—“Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Estimates—Other-Than-Temporary Impairments (OTTI).”

 

(2) Basic and diluted net income per common share includes all participating securities, such as warrants and unvested restricted shares, based on the application of the two-class method.
Diluted net income per common share also includes the dilutive impact of non-participating securities, to the extent dilutive, such as stock options and shares estimated to be issued under
the employee stock purchase plan, based on application of the treasury stock method.

 

(3) For a definition and discussion of this non-GAAP measure and other metrics used in our analysis, see Item 7—“Management’s Discussion and Analysis of Financial Condition and Results
of Operations—Use of non-GAAP Financial Measures.”

 

(4) Book value per common share is calculated based on stockholders’ equity divided by outstanding common shares and shares subject to outstanding warrants totaling 137.191, as of
December 31, 2010, 111.705, as of December 31, 2009 and 111.622 as of December 31, 2008, 2007 and 2006.

 

(5) Average stockholders’ equity is derived by averaging ending stockholders’ equity for the most recent five quarters and average adjusted book value is derived by averaging ending
adjusted book value for the most recent five quarters.
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Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations
 

Our first day as an independent company was August 2, 2004, when Symetra was formed by acquiring a group of life insurance and investment companies from Safeco
Corporation (which we refer to as the “Acquisition”).
 

This discussion contains forward-looking statements that involve risk and uncertainties. Our actual results may differ materially from those discussed in or implied by any of the
forward-looking statements as a result of various factors, including but not limited to those listed under “Forward-Looking Statements.” You should read the following discussion in conjunction
with the consolidated financial statements and accompanying condensed notes included in Item 8—“Financial Statements and Supplementary Data” included in this Form 10-K, as well as the
discussion under Item 6—“Selected Financial Data.”
 

Management considers certain non-GAAP financial measures, including adjusted operating income, adjusted operating income per common share, adjusted book value, adjusted
book value per common share, adjusted book value per common share, as converted, operating ROAE, and debt to capital ratio, excluding AOCI to be useful to investors in evaluating our
financial performance and condition. These measures have been reconciled to their most comparable GAAP financial measures. For a definition of these non-GAAP measures, see “— Use of
non-GAAP Financial Measures.”
 

All amounts, except share and per share data, are in millions unless otherwise stated.
 

Overview
 

We are a financial services company in the life insurance industry focused on profitable growth in selected group health, retirement, life insurance and employee benefits markets.
Our operations date back to 1957 and many of our agency and distribution relationships have been in place for decades. We are headquartered in Bellevue, Washington and employ
approximately 1,100 people in 18 offices across the United States, serving approximately 1.7 million customers.
 

Our Operations
 

We manage our business through three divisions composed of four operating segments and one non-operating segment:
 

Group Division
 

 •    Group.  We offer medical stop-loss insurance, limited benefit medical plans, group life insurance, accidental death and dismemberment insurance and disability income
insurance mainly to employer groups of 50 to 5,000 individuals. In addition to our insurance products, we offer managing general underwriting, or MGU, services.

 

Retirement Division
 

 •    Deferred Annuities.  We offer fixed and variable deferred annuities to consumers who want to accumulate tax-deferred assets for retirement.
 

 •    Income Annuities.  We offer single premium immediate annuities, or SPIAs, to customers seeking a reliable source of retirement income or to protect against outliving
their assets during retirement, and structured settlement annuities to fund third party personal injury settlements. In addition, we offer funding services options to existing
structured settlement clients.
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Life Division
 

 •    Life.  We offer a wide array of individual products such as term and universal life insurance, including single premium life insurance as well as bank-owned life
insurance, or BOLI.

 

Other
 

 •    Other.  This segment consists of unallocated corporate income, composed primarily of investment income on unallocated surplus, unallocated corporate expenses, interest
expense on debt, earnings related to our limited partnership interests, the results of small, non-insurance businesses that are managed outside of our divisions, and inter-
segment elimination entries.

 

See Note 21 to the Consolidated Financial Statements for financial results of our segments, including our operating revenues, for each of the last three fiscal years.
 

Current Outlook
 

We are entering 2011 with positive momentum and an energized executive team that is focused on growing and diversifying the Company. We are diversifying our product
offerings to profitably grow in a wider variety of economic environments. The work to build and launch new products will continue well into 2012. Meanwhile, we continue to face economic
uncertainty and we recognize that this environment may slow our deployment of capital.
 

The economic recovery was slow during 2010 and we expect the recovery to continue at a fairly slow pace in 2011. Although interest rates increased at the end of 2010 from the
recent historic low levels, low interest rate conditions and tight credit spreads continue to be a challenge for our asset-based businesses and make it difficult for us to generate attractive product
returns. To mitigate the risk of unfavorable consequences in this environment, such as spread compression or instances where our returns on investments are not enough to support the interest
rate guarantees on the products we sell, we remain proactive in our investment and product strategies, interest crediting strategies and overall asset-liability management practices.
 

The lack of supply of investments with attractive risk-return profiles and yields continues to be a challenge as we try to invest cash. To improve our asset yield in this environment,
we have been and plan to continue increasing our investments in commercial mortgage loans. In addition, we also plan to continue managing our cash levels through temporary investments in
U.S. Treasury securities until more permanent investments with attractive risk-return profiles can be acquired.
 

To navigate our way through this environment and provide profitable growth and long-term ROE expansion to our shareholders, we intend to focus on the following strategies:
 

 •    developing new products that capitalize on favorable demographic trends such as the need for retirement savings, life insurance and employers’ need to provide
affordable health care to employees;

 

 •    expanding distribution partnerships, especially with financial institutions and broker-dealers;
 

 •    adding additional products with existing partners;
 

 •    building cost-efficient infrastructure to support growth initiatives; and
 

 •    maintaining disciplined balance sheet management.
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During 2011 we will focus on executing our strategic growth initiatives. We expect to organically deploy our capital as we grow through sales of new and refreshed products. In
addition, we will look for acquisition opportunities that fit our strategies and help us drive improved earnings. However, the success of these and other strategies may be affected by the factors
discussed in Item 1A—“Risk Factors” and other factors as discussed herein.
 

Critical Accounting Policies and Estimates
 

The preparation of financial statements in conformity with GAAP requires management to adopt accounting policies and make estimates and assumptions that affect amounts
reported and disclosed in the consolidated financial statements. The accounting policies discussed in this section are those that we consider to be particularly critical to an understanding of our
consolidated financial statements because their application places the most significant demands on our ability to judge the effect of inherently uncertain matters on our financial results. In
applying the Company’s accounting policies, management makes subjective and complex judgments that frequently require estimates about matters that are inherently uncertain. Many of these
policies, estimates and related judgments are common in the insurance and financial services industries; others are specific to the Company’s businesses and operations. For all of these policies,
we caution that future events rarely develop exactly as forecast, and our management’s best estimates may require adjustment.
 

Other-Than-Temporary Impairments (OTTI)
 

One of the significant estimates related to available-for-sale securities is the evaluation of investments for OTTI. Revised accounting guidance related to OTTI was adopted
effective January 1, 2009. We record OTTI on fixed maturity securities which are in an unrealized loss position when one of the following occurs:
 

 •    we do not expect to recover the entire amortized cost basis of the security, based on the estimate of cash flows expected to be collected; or
 

 •    we intend to sell a security; or it is more likely than not that we will be required to sell a security prior to recovery of its amortized cost basis.
 

Making the determinations as to whether one or more of these conditions exist often requires judgment. As part of this process, we analyze investments in an unrealized loss
position to determine whether the decline in value is other-than-temporary. The impairment review involves the investment management team, including our portfolio asset managers. To make
this determination for each security, we consider both quantitative and qualitative criteria including:
 

 •    how long and by how much the fair value has been below cost or amortized cost;
 

 •    the financial condition and near-term prospects of the issuer of the security, including any specific events that may affect its operations or 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;
 

 •    any reduction or elimination of dividends or nonpayment of scheduled interest payments;
 

 •    any regulatory developments; and
 

 •    any decisions to reposition our security portfolio for liquidity needs.
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For securities which are considered to have OTTI, it is required that the losses be separated into the amount representing the decrease in cash flows expected to be collected
(“credit loss”), which is recognized in earnings, and the amount related to all other factors (“noncredit loss”), which is recognized in other comprehensive income (loss), or OCI. For securities
we intend to sell or for which it is more likely than not that we will be required to sell before recovery, the impairment charge is equal to the difference between the fair value and the amortized
cost basis of the security in the period of determination. In determining our intent to sell a security or whether it is more likely than not that we will be required to sell a security, we evaluate
facts and circumstances such as decisions to reposition our security portfolio, sales of securities to meet cash flow needs and sales of securities to capitalize on favorable pricing.
 

If we do not intend to sell a security, but believe we will not recover all the security’s contractual cash flows, the amortized cost is written down to our estimated recovery value
and recorded as a realized loss in our consolidated statements of income, as this is determined to be a credit loss. The remainder of the decline in fair value is recorded as OTTI on fixed
maturities not related to credit losses in OCI as this is determined to be a noncredit or recoverable loss. We determine the estimated recovery values by using discounted cash flow models that
consider estimated cash flows under current and expected future economic conditions with various assumptions regarding the timing and amount of principal and interest payments. The
recovery value is based on our best estimate of expected future cash flows discounted at the security’s effective yield prior to impairment. Our best estimate of future cash flows is based on
assumptions, including various performance indicators, such as historical default and recovery rates, credit ratings, current delinquency rates and the structure of the issuer/security. These
assumptions require the use of significant judgment and include the probability of issuer default and estimates regarding timing and amount of expected recoveries. In addition, projections of
expected future fixed maturity security cash flows may change based upon new information regarding the performance of the issuer and/or underlying collateral. Future impairments may
develop if actual results underperform current cash flow modeling assumptions, which may be the result of macroeconomic factors, changes in assumptions used and specific deterioration in
certain industry sectors or company failures.
 

As of December 31, 2010 and 2009, the fair value of our available-for-sale fixed maturity securities that were below cost or amortized cost by 20% or more was $163.0 and $621.3,
respectively. Included in the gross unrealized losses are losses attributable to both movements in market interest rates as well as movements in credit spreads. Net income for the year ended
December 31, 2010 would be reduced by approximately $59.9 on a pre-tax basis if all the securities in an unrealized loss position of more than 20% were deemed to be other than temporarily
impaired and all of the unrealized loss was credit related.
 

Prior to January 1, 2009, if the loss was determined to be other-than-temporary, we recorded an impairment charge equal to the difference between the fair value and the amortized
cost basis of the security within net realized investment gains (losses) in our consolidated statements of income in the period that we made the determination. The fair value of the
other-than-temporarily impaired investment became its new cost basis. We also recorded an impairment charge if we did not have the intent and/or the ability to hold the security until the fair
value was expected to recover to amortized cost or until maturity, resulting in a charge recorded for a security that may not have had credit issues.
 

Assets at Fair Value
 

We carry certain assets on our consolidated balance sheets at fair value. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants (an “exit price”). The accounting guidance establishes a fair value hierarchy that distinguishes between inputs based on market data from
independent sources (“observable inputs”) and a reporting entity’s internal assumptions based upon the best information available when external market data is limited or unavailable
(“unobservable inputs”). The fair value hierarchy prioritizes fair value measurements into three levels based on the nature of the inputs. The level in the fair value hierarchy within which the fair
value measurement falls is determined based on the lowest level input that is significant to the fair value
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measurement. For further discussion of the levels of the fair value hierarchy, see Note 7 to the Consolidated Financial Statements.
 

The availability of market observable information is the principal factor in determining the level that our investments are assigned in the fair value hierarchy. The following tables
summarize our assets carried at fair value and the respective fair value hierarchy, based on input levels:
 
                     

  As of December 31, 2010  
  Fair Value  Level 1   Level 2   Level 3  Level 3% 

 

Types of Investments                     
Fixed maturities, available-for-sale:                     

U.S. government and agencies   $33.1   $—   $33.1   $—   — 
State and political subdivisions   452.8   —   452.8   —   — 
Corporate securities   14,541.4   —   13,786.8   754.6   3.3%
Residential mortgage-backed securities   3,801.6   —   3,801.6   —   — 
Commercial mortgage-backed securities   1,887.3   —   1,868.2   19.1   0.1 
Other debt obligations   565.6   —   412.4   153.2   0.7 

                     

Total fixed maturities, available-for-sale   21,281.8   —   20,354.9   926.9   4.1 
Marketable equity securities, available-for-sale   45.1   43.3   —   1.8   0.0 
Marketable equity securities, trading   189.3   188.7   —   0.6   0.0 
Investments in limited partnerships (1)   36.5   —   —   36.5   0.2 

Other invested assets   6.4   2.6   —   3.8   0.0 
                     

Total investments carried at fair value   21,559.1   234.6   20,354.9   969.6   4.3 
Separate account assets   881.7   881.7   —   —   — 

                     

Total   $22,440.8   $1,116.3   $20,354.9   $969.6   4.3%
                     

 

 

(1) Includes investments in private equity and hedge funds.
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  As of December 31, 2009  
  Fair Value  Level 1   Level 2   Level 3   Level 3% 

 

Types of Investments                     
Fixed maturities, available-for-sale:                     

U.S. government and agencies   $43.9   $—   $43.9   $—   — 
State and political subdivisions   483.0   —   475.8   7.2   0.0%
Corporate securities   12,400.0   —   11,552.9   847.1   4.3 
Residential mortgage-backed securities   3,536.4   —   3,285.9   250.5   1.3 
Commercial mortgage-backed securities   1,789.4   —   1,765.4   24.0   0.1 
Other debt obligations   341.6   —   286.9   54.7   0.3 

                     

Total fixed maturities, available-for-sale   18,594.3   —   17,410.8   1,183.5   6.0 
Marketable equity securities, available-for-sale   36.7   34.9   —   1.8   0.0 
Marketable equity securities, trading   154.1   153.8   —   0.3   0.0 
Investments in limited partnerships (1)   24.7   —   —   24.7   0.2 
Other invested assets   6.7   2.1   —   4.6   0.0 

                     

Total investments carried at fair value   18,816.5   190.8   17,410.8   1,214.9   6.2 
Separate account assets   840.1   840.1   —   —   — 

                     

Total   $19,656.6   $1,030.9   $17,410.8   $1,214.9   6.2%
                     

 

 

(1) Includes investments in private equity and hedge funds.
 

Valuation of Fixed Maturities
 

Fixed maturities include bonds, mortgage-backed securities and redeemable preferred stock. We classify all fixed maturities as available-for-sale and carry them at fair value. We
report net unrealized investment gains and losses related to our available-for-sale securities, which is equal to the difference between the fair value and the amortized cost, in AOCI in
stockholders’ equity. We report net realized investment gains and losses in the consolidated statements of income.
 

We determine the fair value of fixed maturities primarily by obtaining prices from third-party independent pricing services, and we do not adjust their prices or obtain multiple
prices for these securities. As of December 31, 2010 and 2009, our pricing services priced 95.6% and 93.6%, respectively, of our fixed maturities. The third-party independent pricing services
we use have policies and processes to ensure that they are using objectively verifiable, observable market data, including documentation on the observable market inputs, by major security type,
used to determine the prices. Securities are priced using evaluated pricing models that vary by asset class. The standard 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. Because many fixed income
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 evaluations. In addition, models are used to develop prepayment and interest rate scenarios, which take into account market convention.
 

Our pricing services routinely review the inputs for the securities they cover, including broker quotes, executed trades and credit information, as applicable. We perform analyses
on the prices received from our pricing services to ensure that the prices represent a reasonable estimate of fair value. We gain assurance on the overall reasonableness and consistent application
of input assumption valuation methodologies, as well as compliance with accounting standards for fair value determination through various processes, including:
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evaluation of pricing methodologies and inputs; analytical reviews of changes in certain prices between reporting periods; and back-testing of selected sales activity to determine whether there
are any significant differences between the market price used to value the security prior to sale and the actual sales price. Through our analysis, we have engaged our pricing services in
discussion regarding the valuation of a security; however, it has not been our practice to adjust their prices.
 

If our pricing services determine that they do not have sufficient objectively verifiable information about a security, they will not provide a valuation for that security. In such
situations, we determine the security’s fair value using internal pricing models that typically utilize significant, unobservable market inputs or inputs that are difficult to corroborate with
observable market-based data.
 

As of December 31, 2010 and 2009, $892.9, or 4.2%, and $901.3, or 4.8%, respectively, of our fixed maturities portfolio was invested in private placement securities, which are not
actively traded. The fair values of these assets are typically determined using a discounted cash flow approach. The valuation model requires the use of inputs that are not market-observable and
involves significant judgment. The discount rate is based on the current Treasury curve adjusted for credit and liquidity factors. The appropriate illiquidity adjustment is estimated based on
illiquidity spreads observed in transactions involving other similar securities. We consider this approach appropriate for this asset class, which comprises 88.0% of our Level 3 fixed maturities.
 

We use our judgment in assigning our fixed maturities to a level within the fair value hierarchy by determining whether the market for a given security is active and if significant
pricing inputs are observable. We determine the existence of an active market by assessing whether transactions occur with sufficient frequency and volume to provide reliable pricing
information, as discussed below.
 

When we have significant observable market inputs, which is the case when the security is priced by our pricing services, it is classified as a Level 2 measurement. When there is
not sufficient observable market information and the security is priced using internal pricing models, which is the case for corporate private placements and other securities our pricing services
are unable to price, it is classified as a Level 3 measurement. The inputs used to measure the fair value of securities priced using internal pricing models may fall into different levels of the fair
value hierarchy. It has been our experience that, in these situations, the lowest level input that is significant to the determination of fair value is a Level 3 input and thus, we typically report
securities valued using internal pricing models as Level 3 measurements. In limited situations, private placement securities are valued through the use of a single broker quote because the
security is very thinly traded. In such situations, we consider the fair value a Level 3 measurement.
 

Fixed maturities categorized as Level 3 investments were $926.9 and $1,183.5 as of December 31, 2010 and 2009, respectively. The decrease is primarily due to the transfer out of
$250.5 in reverse mortgages that were classified as Level 3 to Level 2, but are now priced by our pricing services. As of December 31, 2010 and 2009, we had net unrealized gains of $57.9 and
$25.2, respectively, on our Level 3 fixed maturities. For the year ended December 31, 2010 and 2009, we reported net realized losses of $5.0 and $5.6, respectively, on our Level 3 fixed
maturities.
 

We believe that the amount we may realize upon settlement or maturity of our fixed maturities may differ significantly from the current estimated fair value of the security, as we
do not actively trade our fixed maturity portfolio. Our investment management objective is to support the expected cash flows of our liabilities and to produce stable returns over the long term.
To meet this objective, we typically hold our fixed maturities until maturity or until market conditions are favorable for the sale of such investments.
 

Deferred Policy Acquisition Costs
 

We defer as assets certain costs, including commissions, distribution costs and other underwriting costs, that vary with, and are primarily related to, the production of new and
renewal business. We limit our
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deferral to acquisition expenses contained in our product pricing assumptions. The following table summarizes our DAC asset balances by segment:
 
         

  As of December 31, 
  2010   2009  

 

Group   $3.6   $3.2 
Deferred Annuities   283.2   249.1 
Income Annuities   31.2   22.4 
Life   69.4   51.0 

         

Total unamortized balance at end of period   387.4   325.7 
Accumulated effect of net unrealized gains   (137.4)   (75.3)

         

Balance at end of period   $250.0   $250.4 
         

 

In our Group segment, the DAC amortization period for medical stop-loss policies is one year as these policies are one year policies and can be renewed or repriced on an annual
basis.
 

In our Deferred Annuities, Income Annuities and Life segments, we amortize acquisition costs over the premium paying period or over the lives of the policies in proportion to the
future estimated gross profits, or EGPs, of each of these product lines, as follows:
 

 •    Deferred Annuities.  The DAC amortization period is typically 20 years for deferred annuities, although most of the DAC amortization occurs within the first 10 years
because the EGPs are highest during such period. It is common for deferred annuity policies to lapse after the surrender charge period expires.

 

 •    Income Annuities.  The DAC amortization period for SPIAs, including structured settlement annuities, is the benefit payment period. The benefit payment periods vary by
policy; however, nearly all benefits are paid within 80 years of contract issue.

 

 •    Life.  The DAC amortization period related to universal life policies is typically 25 years. DAC amortization related to our term life insurance policies is the premium
paying period, which ranges from 10 to 30 years.

 

To determine the EGPs, we make assumptions as to lapse and withdrawal rates, expenses, interest margins, mortality experience, long-term equity market returns and investment
performance. Estimating future gross profits is a complex process requiring considerable judgment and forecasting of events well into the future.
 

Changes to assumptions can have a significant impact on DAC amortization. In the event actual experience differs from our assumptions or our future assumptions are revised, we
adjust our EGPs, which could result in a significant increase in amortization expense. EGPs are adjusted quarterly to reflect actual experience to date. For example, for our deferred annuity
products, if renewal crediting rates are greater or lower than the renewal crediting rates we assumed in our DAC amortization models, we would record a change in amortization expense to
reflect the change in our EGPs. For future assumptions we complete a study and refine our estimates of future gross profits annually during the third quarter. Upon completion of an assumption
study, we revise our assumptions to reflect our current best estimate, thereby changing our estimate of projected EGPs used in the DAC asset amortization models. The following would
generally cause an increase in DAC amortization expense: increases to lapse and withdrawal rates in the current period, increases to expected renewal crediting rates, which may decrease
interest margins, increases to expected future lapse and withdrawal rates, increases to future expected expense levels, increases to interest margins in
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the current period, decreases to expected future interest margins and decreases to current or expected equity market returns.
 

We regularly conduct DAC recoverability analyses, where we compare the current DAC asset balance with the estimated present value of future profitability of the underlying
business. The DAC asset balances are considered recoverable if the present value of future profits is greater than the current DAC asset balance.
 

In connection with our recoverability analyses, we perform sensitivity analyses on our most significant DAC asset balances, which currently relate to our deferred annuity,
universal life, and BOLI products, to capture the effect that certain key assumptions have on DAC asset balances. The sensitivity tests are performed independently, without consideration for
any correlation among the key assumptions. The following depicts the sensitivities for our deferred annuity, universal life and BOLI DAC asset balances: if we changed our future lapse and
withdrawal rate assumptions by a factor of 10%, the effect on the DAC asset balance would be approximately $5.9; if we changed our future expense assumptions by a factor of 10%, the effect
on the DAC asset balance would be $0.3. Also, 25% of our DAC balance relates to a block of recently issued deferred annuity products with either a three- or five-year guaranteed interest rate
period. Given the recent rise in interest rates and other factors, we will likely change our renewal interest rate assumption in our DAC and DSI models. If we increased renewal interest rates on
these contracts 100 basis points above the renewal interest rates currently assumed in our DAC amortization models during the surrender charge period, the effect would be an adjustment of
$0.8 and $0.4 to reduce our DAC and DSI balances, respectively. In addition, during 2011 we would also anticipate an additional net impact on our DAC and DSI balances, and reduction of pre-
tax earnings, of approximately $7.0.
 

We adjust the unamortized DAC balance for the accumulated effect of net unrealized gains or losses. This adjustment reflects the impact on estimated future gross profits as if the
net unrealized investment gains and losses had been realized as of the balance sheet date. We record the impact of this adjustment, net of tax, in AOCI. In periods of rising interest rates, the fair
value of our fixed maturities generally decreases, resulting in an increase in unrealized investment losses, which is recorded as a reduction of AOCI. In such a period, the DAC adjustment would
increase our DAC balance and increase AOCI. However, this adjustment is limited to cumulative capitalized acquisition costs plus interest. As of December 31, 2010, this adjustment would
have been limited to $86.0, net of taxes of $46.3, in our Deferred Annuities segment and $5.4, net of taxes of $2.9, in our Life segment. We expect the DAC asset balance to grow during 2011 as
we continue to write new business, and as this occurs we would expect the sensitivities to grow accordingly. In addition, depending on the amount and the type of new business written in the
future we may determine that other assumptions may produce significant variations in our financial results.
 

As discussed in Note 2 of the Consolidated Financial Statements, the FASB issued new guidance that limits the amounts of deferrable acquisition costs to those incremental costs
directly related to the successful acquisition of an insurance contract. The implementation of this guidance will impact our DAC balances in the future, and will result in a decrease in the costs
that we defer as well as DAC amortization. For example, for the year ended December 31, 2010, $91.6 of the total $131.4 deferred acquisition costs represented commissions that we believe
will continue to be deferred under the new accounting guidance. The remaining $39.8 represents other underwriting and operating expenses for which a portion would no longer qualify as
deferrable expenses. We are currently in the process of evaluating the impact of this guidance on our consolidated financial statements.
 

Future Policy Benefits
 

We compute liabilities for future policy benefits under traditional individual life and group life insurance policies on the level premium method, which uses a level premium
assumption to fund reserves. We select the level of premiums at issuance so that the actuarial present value of future benefits equals the actuarial present value of future premiums. We set the
interest, mortality and persistency assumptions in the year of issue and include provisions for adverse deviations. These liabilities are contingent upon the death of
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the insured while the policy is in force. We derive mortality assumptions from both company-specific and industry statistics. We discount future benefits at interest rates that vary by year of
policy issue. These interest rates are set initially at a rate consistent with portfolio rates at the time of issue, and grade to a lower rate, such as the statutory valuation interest rate, over time.
Assumptions are made at the time each policy is issued, and do not change over time unless the liability amount is determined to be inadequate to cover future policy benefits. The provisions for
adverse deviations are intended to provide coverage for the risk that actual experience may be worse than locked-in best-estimate assumptions.
 

We periodically compare our actual experience with our estimates of actuarial liabilities for future policy benefits. To the extent that actual policy benefits differ from the reserves
established for future policy benefits, such differences are recorded in the consolidated statements of income in the period in which the variances occur, which could result in a decrease in
profits, or possibly losses. No revisions to assumptions within the future policy benefits liabilities have been necessary and therefore we have not experienced any significant impact in our
financial results due to changes in assumptions.
 

Policy and Contract Claims
 

Liabilities for policy and contract claims primarily represent liabilities for claims under group medical coverages and are established on the basis of reported losses. We also
provide for claims incurred but not reported, or IBNR, based on expected loss ratios, claims paying completion patterns and historical experience. We continually review estimates for reported
but unpaid claims and IBNR. Any necessary adjustments are recorded in the consolidated statements of income in the period in which the variance occurs. If expected loss ratios increase or
expected claims paying completion patterns extend, the IBNR amount increases.
 

New Accounting Standards
 

For a discussion of recently adopted and not yet adopted accounting pronouncements, see Note 2 to the Consolidated Financial Statements.
 

Sources of Revenues and Expenses
 

Our primary sources of revenues from our insurance operations are premiums and net investment income. Our primary sources of expenses from our insurance operations are
policyholder benefits and claims, interest credited to policyholder reserves and account balances and general business and operating expenses, net of DAC. We allocate shared service operating
expenses to each segment using multiple factors, including employee headcount, allocated investments, account values and time study results. We also generate net realized investment gains
(losses) on sales or impairment of our investments and changes in fair value on our equity trading portfolio.
 

Each of our four operating segments maintains its own portfolio of invested assets, which are centrally managed. The net investment income and realized investment gains (losses)
are reported in the segment in which they occur. We also allocate surplus net investment income to each segment using a risk-based capital formula. The unallocated portion of net investment
income is reported in the Other segment.
 

Revenues
 

Premiums
 

Premiums consist primarily of premiums from our medical stop-loss and individual term and whole life insurance products.
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Net investment income
 

Net investment income represents the income earned on our investments, net of investment expenses, including gains or losses from changes in the fair value of our investments in
private equity and hedge fund limited partnerships.
 

Policy fees, contract charges and other
 

Policy fees, contract charges and other includes cost of insurance (COI) charges on our universal life insurance and BOLI policies, mortality expense, surrender and other
administrative charges to policyholders, revenues from our non-insurance businesses, and reinsurance allowance fees.
 

Net realized investment gains (losses)
 

Net realized investment gains (losses) mainly consists of realized gains (losses) from sales of our investments, realized losses from investment impairments and changes in fair
value on our trading portfolio and FIA options.
 

Benefits and Expenses
 

Policyholder benefits and claims
 

Policyholder benefits and claims consist of benefits paid and reserve activity on medical stop-loss and individual life products. In addition, in accordance with purchase method of
accounting (referred to as PGAAP), we record, as a reduction of this expense, PGAAP reserve amortization related to our BOLI policies. PGAAP reserve amortization related to our fixed
deferred annuities was fully amortized as of September 30, 2009.
 

Interest credited
 

Interest credited represents interest credited to policyholder reserves and contract holder general account balances.
 

Other underwriting and operating expenses
 

Other underwriting and operating expenses represent non-deferrable costs related to the acquisition and ongoing maintenance of insurance and investment contracts, including
certain non-deferrable commissions, policy issuance expenses and other business operating costs.
 

Interest expense
 

Interest expense primarily includes interest on corporate debt, the impact of interest rate hedging activities and amortization of debt issuance costs.
 

Amortization of deferred policy acquisition costs
 

We defer as assets certain costs, commissions, distribution costs and other underwriting costs, that vary with, and are primarily related to, the production of new and renewal
business. Amortization of previously capitalized DAC is recorded as an expense.
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Use of non-GAAP Financial Measures
 

Certain tables and related disclosures in this report include non-GAAP financial measures. We believe these measures provide useful information to investors in evaluating our
financial performance or condition. The non-GAAP financial measures discussed below are not a substitute for their most directly comparable GAAP measures. The adjustments made to derive
these non-GAAP measures are important to understanding our overall results of operations and financial position and, if evaluated without proper context, these non-GAAP measures possess
material limitations. Therefore, our management and board of directors also separately review the items excluded from or added to the most directly comparable GAAP measures to arrive at
these non-GAAP measures. In addition, management and our board of directors also analyze each of the comparable GAAP measures in connection with their review of our results of operations
and financial position.
 

Many of the non-GAAP measures, including adjusted operating income, adjusted operating income per common share, adjusted book value, adjusted book value per common
share, adjusted book value per common share, as converted, operating ROAE, and debt to capital ratio, excluding AOCI are included specifically for the purpose of excluding AOCI from the
GAAP measure stockholders’ equity. We present each of these non-GAAP measures because we believe investors find useful financial measures that remove the temporary and unrealized
changes in the fair values of our investments, and the related effects on AOCI. This allows investors to assess our financial condition based on our general practice of holding our fixed
investments to maturity. For example, we believe it is important that an investor not assume that an increase in stockholders’ equity driven by unrealized gains means our company has grown in
value and alternatively, it is important that an investor not assume that a decrease in stockholders’ equity driven by unrealized losses means our company’s value has decreased.
 

In the following paragraphs, we provide definitions of our non-GAAP measures. For a reconciliation of these non-GAAP measures to their most directly comparable GAAP
measures, see Item 6—“Selected Financial Data”.
 

Adjusted Operating Income, Adjusted Operating Income per Common Share—Basic, and Adjusted Operating Income per Common Share—Diluted
 

Adjusted Operating Income
 

Adjusted operating income consists of net income, less after-tax net realized investment gains (losses), plus after-tax net investment gains (losses) on our fixed indexed annuity
(FIA) options. Net income is the most directly comparable GAAP measure to adjusted operating income. Net income for any period presents the results of our insurance operations, as well as
our net realized investment gains (losses). We consider investment income generated by our invested assets to be part of the results of our insurance operations because they are acquired and
generally held to maturity to generate income that we use to meet our obligations. Conversely, we do not consider the activities reported through net realized investment gains (losses), with the
exception of our FIA options, to be reflective of the performance of our insurance operations, as discussed below.
 

We believe investors find it useful to review a measure of the results of our insurance operations separate from the gain and loss activity attributable to most of our investment
portfolio because it assists an investor in determining whether our insurance-related revenues, composed primarily of premiums, net investment income and policy fees, contract charges and
other, have been sufficient to generate operating earnings after meeting our insurance-related obligations, composed primarily of claims paid to policyholders, investment returns credited to
policyholder accounts, and other operating costs.
 

In presenting adjusted operating income, we are excluding after-tax net realized investment gains (losses). The timing and amount of these gains and losses are driven by
investment decisions and external
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economic developments unrelated to our management of the insurance and underwriting aspects of our business. The one exception to the exclusion of realized investment gains and losses is
the gains (losses) on our FIA options in our Deferred Annuities segment. Each year, we use the realized gains from our FIA options, similar to the way we use investment income, to meet our
obligations associated with our FIA product, which credits interest to policyholder accounts based on equity market performance.
 

In addition to using adjusted operating income to evaluate our insurance operations, our management and board of directors have other uses for this measure, including managing
our insurance liabilities and assessing achievement of our financial plan.
 

Adjusted Operating Income per Common Share—Basic and Adjusted Operating Income per Common Share—Diluted
 

Adjusted operating income per common share—basic, and adjusted operating income per common share—diluted, consist of adjusted operating income, divided by the GAAP-
basis weighted average basic and diluted shares outstanding, respectively.
 

Net income per common share—basic, and net income per common share—diluted, are the most directly comparable GAAP measure to adjusted operating income per common
share—basic, and adjusted operating income per common share—diluted, respectively. See “Adjusted operating income” above, for an explanation of the differences between net income, which
is the numerator for the GAAP measures, and adjusted operating income, the numerator for these non-GAAP measures.
 

We believe investors find it useful to review a per share measure of the results of our insurance operations separate from the gain and loss activity attributable to most of our
investment portfolio, in order to evaluate their proportionate stake in the earnings of the insurance operations.
 

In addition to using adjusted operating income per common share—basic, and adjusted operating income per common share—diluted, to evaluate our insurance operations, our
management and board of directors have other uses for this measure, including assessing achievement of our financial plan.
 

Adjusted Book Value and Adjusted Book Value per Common Share
 

Adjusted book value consists of stockholders’ equity, less AOCI. Adjusted book value per common share is calculated as adjusted book value, divided by outstanding common
shares. This measure does not include shares subject to outstanding warrants because the warrant holders only participate in dividends and would not be entitled to proceeds in the event of a
liquidation or winding down of our company should such event precede the exercise of the outstanding warrants.
 

Stockholders’ equity is the most directly comparable GAAP measure to adjusted book value. AOCI, which is primarily composed of the net unrealized gains (losses) on our fixed
maturities, net of taxes, is a component of stockholders’ equity. Book value per common share is the most directly comparable GAAP measure to adjusted book value per common share. Book
value per common share is calculated as stockholders’ equity divided by the sum of our common shares outstanding and shares issuable pursuant to outstanding warrants.
 

We purchase fixed maturities with durations and cash flows that match our estimate of when our insurance liabilities and other obligations will come due. We typically expect to
hold our fixed maturities to maturity, using the principal and interest cash flows to pay our obligations over time. Since we expect to collect the contractual cash flows on these fixed maturities,
we do not expect to realize the unrealized gains (losses) that are included in our AOCI balance as of any particular date. AOCI primarily fluctuates based on changes in the fair value of our
fixed maturities, which is driven by factors outside of our control, including the impact of credit market conditions and the movement of interest rates and credit spreads.
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We believe investors find it useful if we present them with a financial measure that removes from stockholders’ equity these temporary and unrealized changes in the fair values of
our investments, and the related effects on AOCI. By evaluating our adjusted book value, an investor can assess our financial condition based on our general practice of holding our fixed
investments to maturity. Additionally, by translating this measure into adjusted book value per common share, we allow the investor to assess its proportionate stake in our adjusted book value
as of the dates presented, and the change in such measures over time.
 

In addition to using adjusted book value and adjusted book value per common share to evaluate our financial condition, our management and board of directors have other uses for
these measures, including reviewing debt levels as a percentage of adjusted book value to monitor compliance with revolving credit facility covenants and to evaluate and review our ratings
from rating agencies. Finally, our board of directors uses adjusted book value as a basis to measure the success of our Company over historical periods and reviews management’s financial plans
based on the projected growth in adjusted book value.
 

Adjusted Book Value per Common Share, as converted
 

Adjusted book value, as converted consists of adjusted book value, plus the assumed proceeds from the exercise of outstanding warrants. This measure is used to calculate adjusted
book value per common share, as converted which gives effect to the exercise of our outstanding warrants. Adjusted book value per common share, as converted, is calculated as adjusted book
value plus the assumed proceeds from the warrants, divided by the sum of outstanding common shares and shares subject to outstanding warrants.
 

Book value per common share is the most directly comparable GAAP measure to adjusted book value per common share, as converted and is calculated as stockholders’ equity
divided by the sum of our common shares outstanding and shares issuable pursuant to outstanding warrants.
 

We believe investors find it useful if we present them with adjusted book value per common share, as converted, to remove AOCI from stockholders’ equity and give effect to the
exercise of our outstanding warrants. This allows the investor to assess its proportionate stake in our adjusted book value, while understanding the effect of the exercise of outstanding warrants,
as of the dates presented, and the change in such measures over time, based on our practice of holding our fixed maturities to maturity.
 

In addition to using adjusted book value per common share, as converted to evaluate our financial condition on a per common share basis, our management and board of directors
use this measure to assess our financial performance and to compare the value and the change in value over time of our common shares to that of our peer companies.
 

Operating ROAE
 

Operating return on average equity, or operating ROAE, consists of adjusted operating income for the most recent four quarters, divided by average adjusted book value, both of
which are non-GAAP measures as described above. We measure average adjusted book value by averaging adjusted book value for the most recent five quarters.
 

Return on stockholders’ equity, or ROE, is the most directly comparable GAAP measure. Return on stockholders’ equity for the most recent four quarters is calculated as net
income for such period divided by the average stockholders’ equity for the most recent five quarters.
 

We believe investors find it useful to review the results of our insurance operations separate from the gain and loss activity attributable to most of our investment portfolio because
it highlights trends in the performance of our insurance operations. In addition, we believe investors find it useful if we present them with a financial measure that removes from stockholders’
equity the temporary and unrealized changes in the fair values of our investments, and the related effects on AOCI, because we do not expect to realize the
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.unrealized gains (losses) that are included in our AOCI balance as of any particular date. By referring to operating ROAE, an investor can form a judgment as to how effectively our
management uses funds invested by our stockholders to generate adjusted operating income growth. Thus, we present operating ROAE for a period to measure the rate of return produced by our
adjusted operating income in such period based on our average adjusted book value for such period.
 

Results of Operations
 

The following discussion should be read in conjunction with our consolidated financial statements and the related Notes to the Consolidated Financial Statements.
 

Total Company
 

Set forth below is a summary of our consolidated financial results. The variances noted in the total company and segment tables should be interpreted as increases (decreases),
respectively.
 
                     

  Years Ended December 31,   Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Revenues:                     
Premiums   $473.0   $470.1   $486.1   0.6%  (3.3)%
Net investment income   1,199.4   1,113.6   956.5   7.7   16.4 
Policy fees, contract charges, and other   166.3   159.9   166.5   4.0   (4.0)
Net realized investment gains (losses)(1):                     

Net impairment losses recognized in earnings   (20.9)   (86.5)   (86.4)   75.8   (0.1)
Other net realized investment gains (losses)   60.7   57.2   (71.6)   6.1   *

                     

Total net realized investment gains (losses)   39.8   (29.3)   (158.0)    *  81.5 
                     

Total revenues   1,878.5   1,714.3   1,451.1   9.6   18.1 
Benefits and Expenses:                     

Policyholder benefits and claims   335.1   350.5   348.5   (4.4)   0.6 
Interest credited   899.5   846.8   766.1   6.2   10.5 
Other underwriting and operating expenses   256.7   252.7   265.8   1.6   (4.9)
Interest expense   31.9   31.8   31.9   0.3   (0.3)
Amortization of deferred policy acquisition costs   66.2   51.4   25.8   28.8   99.2 

                     

Total benefits and expenses   1,589.4   1,533.2   1,438.1   3.7   6.6 
                     

Income from operations before income taxes   289.1   181.1   13.0   59.6   *
Provision (benefit) for income taxes:                     

Current   57.7   6.7   23.8    *  (71.8)
Deferred   30.5   46.1   (32.9)   (33.8)   *

                     

Total provision (benefit) for income taxes   88.2   52.8   (9.1)   67.0   *
                     

Net income   $200.9   $128.3   $22.1   56.6   *
                     

Net income per common share(2):                     
Basic   $1.48   $1.15   $0.20   28.7   *

                     

Diluted   $1.48   $1.15   $0.20   28.7   *
                     

Weighted average common shares outstanding:                     
Basic   135.609   111.622   111.622   21.5   0.0 

                     

Diluted   135.618   111.626   111.622   21.5   0.0 
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  Years Ended December 31,   Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Non-GAAP Financial Measures(3):                     
Adjusted operating income   $175.2   $147.9   $122.9   18.5%  20.3%
                     

Reconciliation to net income:                     
Net income   $200.9   $128.3   $22.1   56.6   *

Less: Net realized investment gains (losses) (net of taxes)   25.9   (19.1)   (102.7)    *  81.4 
Add: Net investment gains (losses) on FIA options (net of taxes)   0.2   0.5   (1.9)   (60.0)   *

                     

Adjusted operating income   $175.2   $147.9   $122.9   18.5   20.3 
                     

 

 

* Represents percentage variances that are not meaningful.
 

(1) We adopted new OTTI accounting guidance effective January 1, 2009, which changed the recognition and measurement of OTTI for fixed maturities. See “— Other-Than-Temporary
Impairments (OTTI)” above.

 

(2) Basic and diluted net income per common share includes all participating securities, such as warrants and unvested restricted shares, based on the application of the two-class method.
Diluted net income per common share also includes the dilutive impact of non-participating securities, to the extent dilutive, such as stock options and shares estimated to be issued under
the employee stock purchase plan, based on application of the treasury stock method. Antidilutive awards were excluded from the computation of dilutive net income per share.

 

(3) For a definition and discussion of the uses and limitations of this non-GAAP measure and other metrics used in our analysis, see “— Use of non-GAAP Financial Measures” above.
 

Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Net income increased $72.6 as a result of an increase in adjusted operating income and net realized investment gains for the year ended December 31, 2010, versus losses during
the same period in 2009. Adjusted operating income increased $27.3, primarily due to a $38.2 increase in the investment margin (net investment income less interest credited) in our Deferred
Annuities segment and increased profitability in our Group and Life segments. Our Group segment’s loss ratio improved to 64.9% for the year ended December 31, 2010, compared to 68.3% for
the same period in 2009. These favorable drivers were partially offset by mortality losses in our Income Annuities segment and increased DAC amortization, primarily in our Deferred Annuities
segment.
 

Net realized investment gains (losses) increased $69.1 to a $39.8 net gain from a $(29.3) net loss. This was primarily driven by a reduction in impairments, which were $20.9 for
the year ended December 31, 2010, versus $86.5 for the same period in 2009, an improvement of $65.6. For further discussion of our investment results and portfolio refer to “— Investments”
below.
 

The provision for income taxes increased $35.4 primarily due to higher income from operations before income taxes during the year ended December 31, 2010, compared to the
same period in 2009. Our effective tax rate was 30.5% and 29.2%, for the years ended December 31, 2010 and 2009, respectively.
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Further discussion of adjusted operating income drivers described above:
 

Our Group segment’s loss ratio improved to 64.9% for the year ended December 31, 2010 from 68.3% for the same period in 2009. This improvement was driven by medical stop-
loss pricing increases initiated in late 2009, and improved limited benefit medical underwriting results on increased premiums.
 

Our Deferred Annuities segment’s investment margin increased $38.2 on a $1.6 billion increase in our fixed account values, driven by strong sales over the past three years.
Partially offsetting the increase in the investment margin was a $16.0 increase in DAC amortization also related to the increase in fixed account values as our DAC balances grew from increased
sales.
 

Our Income Annuities segment’s results were impacted by unfavorable mortality as mortality losses were $2.6 during 2010, compared to mortality gains of $5.1 for 2009. Slightly
offsetting this was an improved interest spread on reserves, which increased to 0.57% for the year ended December 31, 2010 compared to 0.53% for the same period of 2009. This improvement
was driven by increased originations of mortgage loans and a reduction in interest credited.
 

Our Life segment’s individual insurance claims, decreased $2.8 on favorable mortality experience. Life’s results also included a $7.4 benefit related to the release of bonus interest
reserves and decreased amortization of deferred acquisition costs as the credited interest rate on our universal life products was adjusted downward to the guaranteed minimum over 2010. This
was partially offset by a decrease in the BOLI return on assets (ROA) driven by a decrease in the PGAAP reserve amortization, and an increase in BOLI claims.
 

Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 31, 2008
 

Summary of Results
 

Net income increased $106.2 on an increase in adjusted operating income and a reduction in net realized investment losses. Adjusted operating income increased $25.0, which was
driven primarily by an increase in the investment margin (net investment income less interest credited) in our Deferred Annuities segment, increased returns on our investments in limited
partnerships, which produced gains of $8.9 in 2009, compared to losses of $24.4 in 2008, and a decrease in other underwriting and operating expenses. These favorable drivers were partially
offset by a decrease in our Group segment’s underwriting margin (premiums less policyholder benefits and claims) and an increase in DAC amortization.
 

Net realized investment losses decreased $128.7 on improved performance of our equity portfolio, which yielded total returns of 34.0%, as compared to (30.6)% in 2008, and
outpaced the 2009 S&P 500 total return index of 26.5%. For further discussion on our investment results and portfolio, including a discussion of our impairment charges, refer to “—
Investments.”
 

The provision (benefit) for income taxes increased $61.9 primarily due to higher income from operations before income taxes in 2009, compared to 2008.
 

Further discussion of adjusted operating income drivers described above:
 

Our Deferred Annuities segment’s investment margin increased $46.4 as a result of a $1.9 billion increase in our fixed annuity account value. Strong sales of fixed deferred annuity
products drove this increase as there was a higher demand for fixed retirement savings products during the economic downturn, and we continued to capitalize on our broad distribution network.
The strong year over year sales growth also led to a $21.5 increase in amortization of DAC.
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Our Income Annuities segment experienced favorable mortality as mortality gains increased to $5.1 for the year ended December 31, 2009, compared to $2.1 for the same period in
2008. In addition, we experienced strong sales growth as total sales for 2009 nearly doubled 2008 production.
 

Our other underwriting and operating expenses decreased $13.1 as a result of an overall reduction in non-deferrable operating expenses. Primarily, we experienced a $4.0 decrease
in payroll and employee related expenses due to attrition and disciplined expense management.
 

Our Group segment’s underwriting margin decreased $17.1 driven by decreased premiums without a corresponding decrease in claims. We experienced reduced premium as a
result of lower sales and renewals, which was primarily driven by pricing increases in the medical stop-loss line as we focused on pricing to achieve our target loss ratios. We also experienced
an increase in larger dollar claims in 2009 as compared to 2008. Also in our Group segment, commission expense, which is not deferred, decreased $4.3, consistent with decreased premiums.
 

Our Life segment’s pre-tax adjusted operating income increased $6.6, driven by favorable mortality on all insurance products leading to improved underwriting results, partially
offset by a decrease in BOLI ROA.
 

Division Operating Results
 

The results of operations and selected operating metrics for our five segments, (Group, Deferred Annuities, Income Annuities, Life and Other), for the years ended December 31,
2010, 2009 and 2008 are set forth in the following respective sections.
 

Group
 

The following table sets forth the results of operations relating to our Group segment:
 
                     

  Years Ended December 31,  Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Operating revenues:                     
Premiums   $433.2   $432.2   $449.8   0.2%  (3.9)%
Net investment income   18.7   17.8   17.8   5.1   0.0 
Policy fees, contract charges, and other   11.7   14.9   19.0   (21.5)   (21.6)

                     

Total operating revenues   463.6   464.9   486.6   (0.3)   (4.5)
Benefits and Expenses:                     

Policyholder benefits and claims   281.3   295.4   295.9   (4.8)   (0.2)
Other underwriting and operating expenses   102.6   106.2   115.7   (3.4)   (8.2)
Amortization of deferred policy acquisition costs   8.1   7.9   8.1   2.5   (2.5)

                     

Total benefits and expenses   392.0   409.5   419.7   (4.3)   (2.4)
                     

Segment pre-tax adjusted operating income   $71.6   $55.4   $66.9   29.2%  (17.2)%
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The following table sets forth selected historical operating metrics relating to our Group segment as of, or for the years ended:
 
             

  December 31,  
  2010   2009   2008  

 

Group loss ratio (1)   64.9%  68.3%  65.8%
Expense ratio (2)   24.7%  24.5%  24.8%
             

Combined ratio (3)   89.6%  92.8%  90.6%
             

Medical stop-loss—loss ratio (4)   66.6%  69.8%  67.9%
Total sales (5)   $95.5   $91.3   $112.6 

 

 

(1) Group loss ratio represents policyholder benefits and claims divided by premiums earned.
 

(2) Expense ratio is equal to other underwriting and operating expenses of our insurance operations and amortization of DAC divided by premiums earned.
 

(3) Combined ratio is equal to the sum of the loss ratio and the expense ratio.
 

(4) Medical stop-loss—loss ratio represents medical stop-loss policyholder benefits and claims divided by medical stop-loss premiums earned.
 

(5) Total sales represents annualized first-year premiums.
 

Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $16.2 as a result of an improved loss ratio, reflecting medical stop-loss pricing actions initiated in late 2009. In addition, we
experienced an overall decrease in the number of medical stop-loss claims, as well as strong underwriting results on our limited benefit medical product.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Policy fees, contract charges, and other decreased $3.2 primarily due to a reduction in revenue from our third party administrator, which was sold in the third quarter of 2009. This
reduction in revenue was fully offset by a corresponding reduction in operating expenses.
 

Benefits and Expenses
 

The $3.6 decrease in other underwriting and operating expenses was primarily the result of the sale of our third party administrator, described above.
 

Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 31, 2008
 

Summary of Results
 

Segment pre-tax adjusted operating income decreased $11.5 driven by a decrease in premiums while our claims expense remained relatively flat, as evidenced by our higher loss
ratio. In particular, there was a higher frequency of large claims in excess of $0.5. The decrease in premiums was a result of lower sales and renewals related to the medical stop-loss line as we
focused on pricing to achieve our target loss ratio. Our
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2009 loss ratio increased to 68.3% from 65.8%, which exceeded our target, while the expense ratio remained flat on a smaller block of medical stop-loss business.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Premiums and other considerations decreased primarily due to a $15.4 decrease in medical stop-loss premiums, as planned pricing increases and disciplined underwriting in a
competitive market led to lower sales and renewals in 2009.
 

Other revenues decreased $4.1 primarily due to a reduction in revenue from our third party administrator, which was sold in the third quarter of 2009.
 

Benefits and Expenses
 

The overall decrease in other underwriting and operating expenses is consistent with the decrease in premiums as our expense ratio remained relatively flat in 2009. Our
commissions decreased $4.3 and our premium tax decreased $0.5 driven mainly by decreased premiums. In addition, $3.4 of the total $9.5 decrease was attributable to a reduction in expenses as
a result of the sale of our third party administrator.
 

Deferred Annuities
 

The following table sets forth the results of operations relating to our Deferred Annuities segment:
 
                     

  Years Ended December 31,  Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Operating revenues:                     
Premiums   $—   $—   $0.1   *   * 
Net investment income   462.9   388.0   261.1   19.3%  48.6%
Policy fees, contract charges, and other   19.3   16.8   20.2   14.9   (16.8)
Net investment gains (losses) on FIA options   0.3   0.8   (2.9)   (62.5)   * 

                     

Total operating revenues   482.5   405.6   278.5   19.0   45.6 
Benefits and Expenses:                     

Policyholder benefits and claims   0.1   (2.2)   (6.8)   *   67.6 
Interest credited   293.6   256.9   176.4   14.3   45.6 
Other underwriting and operating expenses   55.1   55.9   57.4   (1.4)   (2.6)
Amortization of deferred policy acquisition costs   52.4   36.4   14.9   44.0   * 

                     

Total benefits and expenses   401.2   347.0   241.9   15.6   43.4 
                     

Segment pre-tax adjusted operating income   $81.3   $58.6   $36.6   38.7%  60.1%
                     

 

 

* Represents percentage variances that are not meaningful or are explained through the discussion of other variances.
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The following table sets forth selected historical operating metrics relating to our Deferred Annuities segment as of, or for the years ended:
 
             

  December 31,  
  2010   2009   2008  

 

Account values—Fixed annuities   $9,243.7   $7,655.7   $5,724.9 
Account values—Variable annuities   791.1   755.7   645.7 
Interest spread on average account values (1)   1.87%  1.81%  1.67%
Total sales (2)   $1,810.7   $2,228.4   $1,766.5 

 

 

(1) Interest spread is the difference between net investment yield earned and the credited interest rate to policyholders. The investment yield is the approximate yield on invested assets in the
general account attributed to the segment. The credited interest rate is the approximate rate credited on policyholder fixed account values within the segment. Interest credited is subject to
contractual terms, including minimum guarantees.

 

(2) Total sales represent deposits for new policies.
 

Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $22.7 driven by an increase in the investment margin (net investment income less interest credited) from a higher interest
spread on record high account values. This was partially offset by an increase in DAC amortization which is also related to an increase in account value driven by higher sales.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Net investment income increased $74.9, which was driven by a $1.5 billion increase in average invested assets from increased fixed annuities account values. Further growth of net
investment income was limited in 2009 and, to a lesser extent, 2010 as sales during a tight credit market have resulted in us carrying higher levels of cash than during normal economic periods,
which earn lower yields. During 2010, we began investing in U.S. Treasury securities as a strategy to help reduce cash levels and increase yields. We expect future growth in our investment
yield as the credit markets have opened slightly, allowing us to carry less cash.
 

Policy fees, contract charges, and other increased $2.5 primarily due to higher in force account values. Fees from our variable annuities increased $1.5 due to improved market
conditions resulting in an increase in our variable annuities account values. The remaining increase is primarily due to an increase in surrender charges on higher withdrawals, which was
expected given the growth in account values.
 

Benefits and Expenses
 

Interest credited increased $36.7 primarily due to a $1.6 billion increase in fixed account values driven by strong sales of fixed deferred annuity products over the past three years.
In addition, the interest spread improved on a reduction in the new and renewal crediting rates, which were lowered in response to the lower interest rate environment.
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Amortization of DAC increased $16.0, which was driven by a growing block of business and corresponding growth in our DAC asset.
 

Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 31, 2008
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $22.0 as a result of strong sales of fixed annuities, which led to growth in our fixed annuity account values and a $46.4
increase in our investment margin, partially offset by an increase in DAC amortization.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Net investment income increased $126.9, of which $104.6 was a result of a $2.0 billion increase in average invested assets. Also driving the increase was a $22.3 positive rate
variance as yields on assets purchased were higher and yields increased to 5.47% from 5.15%. Although our yields increased, the 2009 yield was unfavorably impacted by uninvested cash as a
result of increased sales in a tight credit market. This dampened growth in margins primarily during the first nine months of 2009, consequently limiting the growth of segment pre-tax adjusted
operating income.
 

Policy fees, contract charges, and other decreased primarily due to a $3.8 reduction in fees on average variable account values. Although variable annuities account values
increased during 2009, the average account value in 2008 was higher as the equity markets declined during the second half of 2008, primarily in the fourth quarter.
 

Net investment gains (losses) on FIA options increased $3.7 with gains of $0.8 in 2009 compared to losses of $2.9 in 2008, as the S&P 500 index increased 23.5% in 2009, as
compared to a 38.5% decrease in 2008. The gains in 2009 partially offset the increase in interest credited of $5.9 noted below.
 

Benefits and Expenses
 

Policyholder benefits and claims decreased $4.6 driven by a reduced benefit from amortization of the PGAAP reserve, which was fully amortized as of September 30, 2009,
resulting in only nine months of amortization in 2009 compared to 12 months in 2008.
 

Interest credited increased $80.5 primarily due to a 34% increase in average account value as a result of increased sales of fixed deferred annuity products. In addition, due to the
growth in the S&P 500 in 2009, compared to a loss in 2008, the interest credited to contract holders of our FIA product increased $5.9.
 

Amortization of DAC increased $21.5, which was primarily driven by a growing block of business and corresponding DAC asset, as sales grew year over year. In addition,
increased amortization was driven by an increase in margins in 2009.
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Income Annuities
 

The following table sets forth the results of operations relating to our Income Annuities segment:
 
                     

  Years Ended December 31,  Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Operating revenues:                     
Net investment income   $422.7   $422.4   $423.4   0.1%   (0.2)%
Policy fees, contract charges, and other   0.8   0.5   0.9   60.0   (44.4)

                     

Total operating revenues   423.5   422.9   424.3   0.1   (0.3)
Benefits and Expenses:                     

Interest credited   366.3   357.9   364.5   2.3   (1.8)
Other underwriting and operating expenses   22.0   21.0   21.9   4.8   (4.1)
Amortization of deferred policy acquisition costs   2.0   1.6   1.4   25.0   14.3 

                     

Total benefits and expenses   390.3   380.5   387.8   2.6   (1.9)
                     

Segment pre-tax adjusted operating income   $33.2   $42.4   $36.5   (21.7)%  16.2%
                     

 

The following table sets forth selected historical operating metrics relating to our Income Annuities segment as of, or for the years ended:
 
             

  December 31,  
  2010   2009   2008  

 

Reserves (1)   $6,676.8   $6,726.3   $6,761.2 
Interest spread on reserves (2)   0.57%  0.53%  0.59%
Mortality gains (losses) (3)   $(2.6)   $5.1   $2.1 
Prepayment speed adjustment on mortgage-backed securities (4)   3.0   2.4   (0.3)
Total sales (5)   260.0   251.8   140.8 

 

 

(1) Reserves represent the present value of future income annuity benefits and assumed expenses, discounted by the assumed interest rate. This metric represents the amount of our in-force
book of business.

 

(2) Interest spread is the difference between net investment yield earned and the credited interest rate on policyholder reserves. The investment yield is the approximate yield on invested
assets, excluding equities, in the general account attributed to the segment. The credited interest rate is the approximate rate credited on policyholder reserves and excludes the gains and
losses from funding services and mortality.

 

(3) Mortality gains (losses) represent the difference between actual and expected reserves released on death of our life contingent annuities.
 

(4) Prepayment speed adjustment on mortgage-backed securities is the impact to net investment income due to the change in prepayment speeds on the underlying collateral of mortgage-
backed securities.

 

(5) Sales represent deposits for new policies.
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Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Segment pre-tax adjusted operating income decreased $9.2 primarily due to mortality losses of $2.6 for the year ended December 31, 2010 compared to mortality gains of $5.1 for
the same period in 2009. In addition, we experienced a $3.9 decrease in the benefit from funding services activity. This was offset by improvement in the interest spread from increased
originations of mortgage loans and a reduction in interested credited. Total 2010 sales increased over 2009 driven by sales of our structured settlement annuities as the low interest rate
environment impacted sales of our SPIAs.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Net investment income increased slightly, the net effect of $5.8 of additional income from mortgage loans offset by a $5.5 reduction due to a smaller fixed maturities portfolio. The
increase in income from mortgage loans was due to increased originations, which increased our average assets invested in mortgage loans in this segment by $74.9 to $386.4. The smaller asset
portfolio is the result of a decrease in reserves.
 

Benefits and Expenses
 

Interest credited increased $8.4 primarily driven by a $7.7 unfavorable fluctuation in our mortality experience as we experienced mortality losses of $2.6 in 2010 versus mortality
gains of $5.1 in 2009. The gains from the first quarter of 2009 were the highest quarterly mortality gains we have experienced over the past five years. In addition, the $3.9 reduction in benefit
from funding services activity was driven by a decrease in the number of cases factored as well as the average gain per case due to strong competition in this market. Offsetting these increases
was a $3.1 reduction in interest credited due to lower reserves.
 

Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 31, 2008
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $5.9 due to an increase in mortality gains associated with life contingent annuities and improved yields on our invested
assets. In addition, we had a $0.7 increase in gains from funding services activities. We ended the year with sales momentum as SPIA sales began to increase as distribution through our financial
institutions channel grew. Sales of structured settlements also increased as competitors exited the market.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Net investment income decreased $1.0. This was the result of a $4.4 decrease due to lower average invested assets backing lower reserves, partially offset by a $3.4 increase as
yields rose to 6.06% from 6.01%. The increase in yields was primarily due to changes in prepayment speeds on the underlying collateral of certain mortgage-backed fixed maturities and 2008
losses on our investments in limited partnerships, which were transferred during the third quarter of 2008 from our Income Annuities segment to our Other segment.
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Benefits and Expenses
 

Interest credited decreased $6.6, which was primarily due to a $4.0 decrease in interest as a result of lower reserves in 2009, consistent with the decrease in investment income, and
$3.0 due to an increase in mortality gains.
 

Life
 

The following table sets forth the results of operations relating to our Life segment:
 
                     

  Years Ended December 31,  Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Operating revenues:                     
Premiums   $39.8   $37.9   $36.2   5.0%  4.7%
Net investment income   271.3   265.2   254.6   2.3   4.2 
Policy fees, contract charges, and other   118.3   116.7   114.7   1.4   1.7 

                     

Total operating revenues   429.4   419.8   405.5   2.3   3.5 
Benefits and Expenses:                     

Policyholder benefits and claims   53.7   57.3   59.4   (6.3)   (3.5)
Interest credited   242.7   235.3   227.7   3.1   3.3 
Other underwriting and operating expenses   54.4   55.4   57.3   (1.8)   (3.3)
Amortization of deferred policy acquisition costs   3.7   5.5   1.4   (32.7)   *

                     

Total benefits and expenses   354.5   353.5   345.8   0.3   2.2 
                     

Segment pre-tax adjusted operating income   $74.9   $66.3   $59.7   13.0%  11.1%
                     

 

 

* Represents percentage variances that are not meaningful or are explained through the discussion of other variances.
 

The following table sets forth selected historical operating metrics relating to our Life segment as of, or for the years ended:
 
             

  December 31,  
  2010   2009   2008  

 

Individual Insurance:             
Individual insurance in force (1)   $38,011.5   $38,683.7   $39,810.7 
Individual insurance claims (2)   50.7   53.5   53.7 
UL account value (3)   607.0   583.8   580.3 
UL interest spread (4)   1.50%  1.20%  1.14%
Individual insurance sales (5)   $10.2   $10.5   $7.2 

BOLI:             
BOLI insurance in force (1)   $12,667.5   $11,346.6   $11,502.8 
BOLI account value (3)   4,365.4   3,789.1   3,700.4 
BOLI ROA (6)   1.03%  1.08%  1.13%
BOLI sales (7)   46.1   2.5   2.9 

 

 

(1) Insurance in force represents dollar face amounts of policies.
 

(2) Individual insurance claims represents incurred claims on our term and universal life policies.
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(3) UL account value and BOLI account value represent our liabilities to our policyholders.
 

(4) UL interest spread is the difference between net investment yield earned and the credited interest rate to policyholders. The investment yield is the approximate yield on invested assets in
the general account attributed to the UL policies. The credited interest rate is the approximate rate credited on UL policyholder fixed account values. Interest credited to UL policyholders’
account values is subject to contractual terms, including minimum guarantees. Interest credited tends to move gradually over time to reflect actions by management to respond to
competitive pressures and profit targets. The 2010 credited rate to policyholders has been adjusted to exclude a reserve adjustment related to a persistency bonus. Without this adjustment
the 2010 UL interest spread of 1.50% would have been 2.50%.

 

(5) Individual insurance sales represents annualized first year premiums for recurring premium products, and 10% of new single premium deposits.
 

(6) BOLI ROA is a measure of the gross margin on our BOLI book of business. This metric is calculated as the difference between our BOLI revenue earnings rate and our BOLI policy
benefits rate. The revenue earnings rate is calculated as revenues divided by average invested assets. The policy benefits rate is calculated as total policy benefits divided by average
account value. The policy benefits used in this metric do not include expenses.

 

(7) BOLI sales represent 10% of new BOLI total deposits.
 

Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $8.6 primarily due to a $2.8 reduction in individual insurance claims, and a $7.4 benefit related to a 2010 first quarter
credited rate reduction, discussed in further detail below.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Premiums increased $1.9 driven by an increase in premium from our term products. This increase is primarily the result of a change in reinsurance coverage obtained on new terms
sales, which has lowered our ceded premiums.
 

Net investment income increased $6.1. Of this increase, $14.0 was due to an increase in average invested assets, which increased to $5.2 billion from $4.9 billion mainly due to
growth in the BOLI account value. This was partially offset by a negative rate variance of $7.9 as yields decreased to 5.24% from 5.39%.
 

Benefits and Expenses
 

Due to the continued low interest rate environment, the credited interest rate on a universal life product was adjusted downward beginning first quarter 2010 to the guaranteed
minimum rate. For this product, bonus interest is not earned if the credited rate is equal to the guaranteed minimum. As a result, during the first quarter of 2010, we released bonus interest
reserves of $6.0 recorded in policyholder benefits and claims, benefited from a $1.7 reduction in DAC amortization due to the unlocking of future assumptions and recorded a $(0.3) adjustment
to policy fees, contract charges and other. In addition, policyholder benefits and claims decreased due to individual insurance claims, decreasing $2.8.
 

Interest credited increased $7.4 primarily due to growth in BOLI account value as a result of strong persistency and new sales in 2010.
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Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 31, 2008
 

Summary of Results
 

Segment pre-tax adjusted operating income increased $6.6 primarily driven by improved underwriting results from favorable mortality on all life insurance products, partially
offset by a decrease in BOLI ROA.
 

In addition to the drivers discussed above, we consider the following information regarding operating revenues and benefits and expenses useful in understanding our results.
 

Operating Revenues
 

Premiums increased $1.7 driven by an increase in premiums on our term products resulting from increased term sales.
 

Net investment income increased $10.6 of which $7.4 was related to an increase in average invested assets, which increased to $4.9 billion from $4.8 billion due mainly to
increases in the BOLI account value. In addition, there was a positive rate variance of $3.2 as yields increased to 5.39% from 5.33%.
 

Police fees, contract charges, and other increased $2.0 driven by the annual increases in COI charges on the UL and BOLI blocks of business due to the aging of the covered lives.
 

Benefits and Expenses
 

Policyholder benefits and claims decreased $2.1 primarily due to strong underwriting results, and a refinement of reserve assumptions as a result of a conversion to a new actuarial
reserve model. These decreases were partially offset by higher BOLI claims.
 

Interest credited increased $7.6 primarily due to growth in BOLI account value as a result of strong persistency. Interest related to the growth in BOLI account value was partially
offset by decreases related to BOLI separate account claims experience and a surrender. BOLI separate account interest credited was favorably impacted by BOLI separate account claims.
 

Amortization of DAC increased $4.1 primarily due to the continued increase in the DAC asset balance from a growth in sales, and a refinement of reserve assumptions as a result
of a conversion to a new actuarial reserve model.
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Other
 

The following table sets forth the results of operations relating to our Other segment:
 
                     

  Years Ended December 31,  Variance (%)  
  2010   2009   2008   2010 vs. 2009  2009 vs. 2008 

 

Operating revenues:                     
Net investment income   $23.8   $20.2   $(0.4)   17.8%  *
Policy fees, contract charges, and other   16.2   11.0   11.7   47.3   (6.0)%

                     

Total operating revenues   40.0   31.2   11.3   28.2   *
Benefits and Expenses:                     

Interest credited   (3.1)   (3.3)   (2.5)   6.1   (32.0)
Other underwriting and operating expenses   22.6   14.2   13.5   59.2   5.2 
Interest expense   31.9   31.8   31.9   0.3   (0.3)

                     

Total benefits and expenses   51.4   42.7   42.9   20.4   (0.5)
                     

Segment pre-tax adjusted operating loss   $(11.4)   $(11.5)   $(31.6)   0.9%  63.6%
                     

 

 

* Represents percentage variances that are not meaningful or are explained through the discussion of other variances.
 

Twelve Months Ended December 31, 2010 Compared to the Twelve Months Ended December 31, 2009
 

Summary of Results
 

Our Other segment reported pre-tax adjusted operating losses of $11.4 and $11.5 for the years ended December 31, 2010 and 2009, respectively. Contributing to the current period
losses were other underwriting and operating expenses, which increased $8.4 due to $3.4 of transition expenses, primarily severance, related to the change in our CEO and other management
positions in 2010. The remaining increase relates to higher broker-dealer commission expense on higher sales, which is offset by a $5.2 increase in policy fees, contract charges, and other. The
$3.6 increase in net investment income was due to an increase in invested assets in the surplus portfolio, offset by a decrease in private equity and hedge fund income.
 

Twelve Months Ended December 31, 2009 Compared to the Twelve Months Ended December 2008
 

Summary of Results
 

Segment pre-tax adjusted operating loss decreased $20.1 primarily as a result of an increase in net investment income of $20.6 from an increase in investment yields, which
increased to 4.85% from (0.08)%. This was driven by an increase in the fair value of our investments in limited partnerships, which is included in net investment income, as equity markets
improved during 2009. These improvements resulted in a loss of $0.1 in 2009 versus a loss of $34.5 in 2008. Excluding the impact of investments in limited partnerships, net investment income
decreased $13.8 from an increase in allocated investment income to the operating segments to fund growth.
 

Investments
 

Our investment portfolio is structured with the objective of supporting the expected cash flows of our liabilities and to produce stable returns over the long term. The composition
of our portfolio reflects our asset management philosophy of protecting principal and receiving appropriate reward for risk. Our investment portfolio mix as of December 31, 2010 consisted in
large part of high quality fixed maturities and commercial
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mortgage loans, as well as a smaller allocation of high yield fixed maturities, marketable equity securities, investments in limited partnerships (which includes tax credit investments, private
equity and hedge funds) and other investments. We believe that prudent levels of investments in marketable equity securities within our investment portfolio offer enhanced long term, after-tax
total returns to support a portion of our longest duration liabilities.
 

The following table presents the composition of our investment portfolio:
 
                 

  As of December 31, 2010  As of December 31, 2009 
  Amount   % of Total  Amount   % of Total 

 

Types of Investments                 
Fixed maturities, available-for-sale:                 

Public   $20,388.9   86.8%  $17,693.0   87.7%
Private   892.9   3.8   901.3   4.5 

Marketable equity securities, available-for-sale (1)   45.1   0.2   36.7   0.2 
Marketable equity securities, trading (2)   189.3   0.8   154.1   0.7 
Mortgage loans, net   1,713.0   7.3   1,199.6   5.9 
Policy loans   71.5   0.3   73.9   0.4 
Investments in limited partnerships(3)                 

Private equity and hedge funds   36.5   0.1   24.7   0.1 
Tax credit investments   150.4   0.6   85.5   0.4 

Other invested assets   12.6   0.1   12.2   0.1 
                 

Total   $23,500.2   100.0%  $20,181.0   100.0%
                 

 

 

(1) Amount primarily represents nonredeemable preferred stock.
 

(2) Amount represents investments in common stock.
 

(3) Investments in private equity and hedge funds are carried at fair value, while our limited partnership interests related to tax credit investments are carried at amortized cost.
 

The increase in invested assets during 2010 is primarily due to portfolio growth generated by sales of fixed deferred annuities and BOLI, a net increase in the fair value of our fixed
maturities, and the investment of the net proceeds from our IPO. As of December 31, 2010, we had $865.3 of net unrealized gains on our fixed maturities, an increase of $824.7 from $40.6 as of
December 31, 2009. Contributing to the increase in fair value was an improvement in the markets during the latter part of 2010. In addition, U.S. Treasury yields declined in the middle half of
the year before rising in the fourth quarter of 2010, while fixed income spreads ended the year modestly tighter.
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Investment Returns
 

Net Investment Income
 

Return on invested assets is an important element of our financial results. The following table sets forth the income yield and net investment income, excluding realized investment
gains (losses) for each major investment category:
 
                         

  Years Ended December 31,  
  2010   2009   2008  
  Yield (1)  Amount  Yield (1)  Amount  Yield (1)  Amount 

 

Types of Investments                         
Fixed maturities, available-for-sale   5.72%  $1,119.9   5.89%  $1,048.1   5.82%  $930.7 
Marketable equity securities, available-for-sale   6.44   3.4   6.43   3.4   6.44   3.4 
Marketable equity securities, trading   1.84   3.0   1.60   2.5   2.06   2.7 
Mortgage loans, net   6.44   89.1   6.35   67.4   6.49   59.4 
Policy loans   5.93   4.3   5.90   4.4   5.89   4.5 
Investments in limited partnerships:                         

Private equity and hedge funds   15.64   5.4   15.52   8.9   (28.98)   (24.4)
Tax credit investments (2)   (6.59)   (9.7)   (8.42)   (9.0)   (12.24)   (12.0)

Other income producing assets (3)   1.22   4.9   1.53   7.5   2.69   11.5 
                         

Gross investment income before investment expenses   5.59   1,220.3   5.72   1,133.2   5.49   975.8 
Investment expenses   (0.10)   (20.9)   (0.10)   (19.6)   (0.11)   (19.3)
                         

Net investment income   5.49%  $1,199.4   5.62%  $1,113.6   5.38%  $956.5 
                         

 

 

(1) Yields are determined based on monthly averages calculated using beginning and end-of-period balances. Yields are based on carrying values except for fixed maturities and equity
securities. Yields for fixed maturities are based on amortized cost. Yields for equity securities are based on cost.

 

(2) The negative yield from tax credit investments is offset by U.S. federal income tax benefits. The resulting impact to net income was $4.6, $3.7 and $0.5 for the years ended December 31,
2010, 2009 and 2008, respectively.

 

(3) Other income producing assets includes income from other invested assets and cash and cash equivalents.
 

For the year ended December 31, 2010, net investment income increased 7.7% compared to 2009 driven primarily by an increase in invested assets on strong sales of our fixed
deferred annuities in 2009 and 2010. In addition, income from mortgage loans increased as we continue to grow our mortgage loan portfolio. These were partially offset by a decrease in net
investment yields, which decreased to 5.49% in 2010 from 5.62% in 2009. The reduction in yields is the result of the low interest rate environment as we have experienced lower yields on
recent purchases of fixed maturities, a negative impact from reinvestment at lower yields, and the partial write-off of unamortized fixed maturities’ premium from prepayments of mortgage-
backed securities.
 

For the years ended December 31, 2010 and 2009, respectively, the Company had average daily cash balances of $302.3 and $406.9. The decrease in the 2010 average daily cash
balance is primarily attributable to investing in U.S. Treasury securities on a short-term basis until appropriate investments can be purchased. As of December 31, 2010, the Company held
U.S. Treasury securities with a fair value of $19.3.
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The increase in our net investment yield from 5.38% in 2008 to 5.62% in 2009 is primarily due to increases in the fair value of private equity and hedge funds, mainly as a result of
the equity market recovery during 2009. In addition, starting in late 2008, and continuing in 2009, we experienced strong growth in deferred annuity sales. As a result, the yields on our fixed
maturities grew due to the cash inflows from these sales being invested at higher rates.
 

Net Realized Investment Gains (Losses)
 

Our portfolio produced total net realized gains of $39.8 for the year ended December 31, 2010 as compared to net losses of $29.3 for the same period in 2009, primarily due to a
significant reduction in impairments. Starting in the third quarter and through the fourth quarter of 2010, equity markets rebounded which led to net gains on our trading securities for the year,
but remained slightly below 2009 levels, as illustrated in the following table.
 

The following table sets forth the detail of our net realized investment gains (losses) before taxes:
 
             

  Years Ended December 31, 
  2010   2009   2008  

 

Gross realized gains on sales of fixed maturities   $31.3   $25.5   $10.3 
Gross realized losses on sales of fixed maturities   (10.1)   (23.3)   (7.0)
Impairments:             

Public fixed maturities (1)   (6.9)   (50.9)   (31.9)
Private fixed maturities   (8.4)   (6.9)   (7.5)

             

Total credit-related   (15.3)   (57.8)   (39.4)
Other   (5.6)   (28.7)   (47.0)

             

Total impairments   (20.9)   (86.5)   (86.4)
Net gains on trading securities   32.6   36.4   (64.5)
Other net investment gains (losses)(2):             

Other gross gains   27.5   32.1   14.0 
Other gross losses   (20.6)   (13.5)   (24.4)

             

Net realized investment gains (losses) before taxes   $39.8   $(29.3)   $(158.0)
             

 

 

(1) Public fixed maturities includes publicly traded securities and highly marketable private placements for which there is an actively traded market.
 

(2) This primarily consists of changes in fair value on derivatives instruments, gains (losses) on calls and redemptions, and the impact of net realized investment gains (losses) on DAC and
deferred sales inducements.

 

Impairments
 

We monitor our investments for indicators of possible credit-related impairments, with a focus on securities that represent a significant risk of impairment, primarily securities for
which the fair value has declined below amortized cost by 20% or more for a period of six months or more, or for which we have concerns about the creditworthiness of the issuer based on
qualitative information. When evaluating a security for possible impairment, we consider several factors, which are described in more detail in Note 4 to the accompanying Consolidated
Financial Statements.
 

Impairments for the years ended December 31, 2010, 2009 and 2008 were $20.9, $86.5 and $86.4, respectively. The significant decrease in impairments during 2010 was primarily
driven by an improvement in
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the overall economy. For those issuers in which we recorded an impairment during the year ended December 31, 2010, we had remaining holdings with an amortized cost of $290.5 and a fair
value of $270.9 as of December 31, 2010.
 

Fixed Maturity Securities
 

Fixed maturities represented approximately 91% and 92% of invested assets as of December 31, 2010 and 2009, respectively. As of December 31, 2010, publicly traded and
privately placed fixed maturities represented 95.8% and 4.2%, respectively, of our total fixed maturity portfolio at fair value. We invest in privately placed fixed maturities to enhance the overall
value of the portfolio, increase diversification and obtain higher yields than can ordinarily be obtained with comparable public market securities.
 

Fixed Maturity Securities Credit Quality
 

The Securities Valuation Office, or SVO, of the NAIC, evaluates the investments of insurers for regulatory reporting purposes and assigns fixed maturities to one of the six
categories called “NAIC Designations.” NAIC designations of “1” or “2” include fixed maturities considered investment grade, which generally include securities rated BBB- or higher by
Standard & Poor’s. NAIC designations of “3” through “6” are referred to as below investment grade, which generally include securities rated BB+ or lower by Standard & Poor’s.
 

The following table presents our fixed maturities by NAIC designation and S&P equivalent credit ratings, as well as the percentage of total fixed maturities, based upon fair value
that each designation comprises:
 
                           

    As of December 31, 2010   As of December 31, 2009  
    Amortized   Fair   % of Total   Amortized   Fair   % of Total  
NAIC  S&P Equivalent  Cost   Value   Fair Value  Cost   Value   Fair Value 
 

1  AAA, AA, A   $12,453.2   $13,042.4   61.3%  $10,917.3   $11,031.3   59.3%
2  BBB   6,642.1   6,981.9   32.8   6,471.3   6,530.9   35.1 
                           

  Total investment grade   19,095.3   20,024.3   94.1   17,388.6   17,562.2   94.4 
3  BB   700.3   679.0   3.2   717.9   641.3   3.5 
4  B   420.6   393.8   1.8   251.0   219.2   1.2 
5  CCC & lower   178.4   164.8   0.8   128.0   113.5   0.6 
6  In or near default   21.9   19.9   0.1   68.2   58.1   0.3 
                           

  Total below investment grade   1,321.2   1,257.5   5.9   1,165.1   1,032.1   5.6 
                           

  Total   $20,416.5   $21,281.8   100.0%  $18,553.7   $18,594.3   100.0%
                           

 

As of December 31, 2010 and 2009, securities with an amortized cost of $847.3 and $898.2, and fair value of $891.9 and $925.8, respectively, had no rating from a nationally
recognized securities rating agency. We derived the equivalent S&P credit quality rating for these securities based on the securities’ NAIC rating designation.
 

Below investment grade securities comprised 5.9% and 5.6% of our fixed maturities portfolio as of December 31, 2010 and 2009, respectively. We had NAIC 5 and 6 designated
securities with gross unrealized losses of $27.0 as of December 31, 2010, of which $15.4, or 57.0%, related to two issuers. These issuers are current on their contractual payments and our
analysis supports the recoverability of amortized cost.
 

Certain of our fixed maturities are supported by guarantees from monoline bond insurers. The credit ratings of our fixed maturities set forth in the table above reflect, where
applicable, the guarantees provided by
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monoline bond insurers. As of December 31, 2010, fixed maturities with monoline guarantees had an amortized cost of $555.1 and a fair value of $547.5, with gross unrealized losses of $19.3.
As of December 31, 2009, fixed maturities with monoline guarantees had an amortized cost of $599.7 and a fair value of $559.8, with gross unrealized losses of $45.2. The majority of these
securities were municipal bonds. As of December 31, 2010, $515.7, or 94.2%, of the fair value of fixed maturities supported by guarantees from monoline bond insurers had investment grade
credit ratings both when including and excluding the effect of the monoline insurance.
 

Fixed Maturity Securities and Unrealized Gains and Losses by Security Sector
 

The following table sets forth the fair value of our fixed maturities by sector, as well as the associated gross unrealized gains and losses and the percentage of total fixed maturities
that each sector comprises as of the dates indicated:
 
                         

  As of December 31, 2010  
                 Other-than-  
  Cost or   Gross   Gross      % of   Temporary  
  Amortized   Unrealized   Unrealized   Fair   Total Fair   Impairments  
  Cost   Gains   Losses   Value   Value   in AOCI  

 

Security Sector                         
Corporate Securities:                         

Consumer discretionary   $1,526.6   $77.4   $(15.0)   $1,589.0   7.4%  $(2.8)
Consumer staples   2,085.3   145.9   (15.1)   2,216.1   10.4   (1.4)
Energy   675.5   49.1   (4.3)   720.3   3.4   — 
Financials   2,028.9   68.7   (83.9)   2,013.7   9.5   (0.7)
Health care   1,218.9   99.6   (6.2)   1,312.3   6.2   (1.8)
Industrials   2,446.8   176.4   (19.6)   2,603.6   12.2   (5.8)
Information technology   450.9   40.2   (1.7)   489.4   2.3   — 
Materials   1,176.7   64.8   (30.6)   1,210.9   5.7   (12.7)
Telecommunication services   569.3   32.6   (10.1)   591.8   2.8   (0.9)
Utilities   1,712.8   100.6   (19.1)   1,794.3   8.4   (0.1)

                         

Total corporate securities   13,891.7   855.3   (205.6)   14,541.4   68.3   (26.2)
U.S. government and agencies   30.3   2.8   —   33.1   0.2   (0.1)
State and political subdivisions   462.9   5.3   (15.4)   452.8   2.1   (0.2)
Residential mortgage-backed securities:                         

Agency   3,239.9   139.3   (18.6)   3,360.6   15.8   — 
Non-agency:                         

Prime   351.6   6.1   (28.0)   329.7   1.5   (31.3)
Alt-A   115.7   3.5   (7.9)   111.3   0.5   (8.7)

                         

Total residential mortgage-backed securities   3,707.2   148.9   (54.5)   3,801.6   17.8   (40.0)
Commercial mortgage-backed securities   1,782.2   115.2   (10.1)   1,887.3   8.9   (3.3)
Other debt obligations   542.2   35.8   (12.4)   565.6   2.7   (6.4)
                         

Total   $20,416.5   $1,163.3   $(298.0)   $21,281.8   100.0%  $(76.2)
                         

 

During the year ended December 31, 2010 we increased our investments in corporate securities with cash generated from sales, primarily fixed deferred annuities. We have
primarily purchased new issues of
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investment grade corporate securities with a focus on obtaining appropriate yields and duration to match our policyholder liabilities while retaining quality.
 

Our fixed maturities holdings are diversified by industry and issuer. The portfolio does not have significant exposure to any single issuer. As of December 31, 2010 and 2009, the
fair value of our ten largest corporate securities holding was $1,276.9 and $1,138.3, or 8.8% and 9.1%, respectively. The fair value of our largest exposure to a single issuer of corporate
securities was $140.4, or 1.0%, as of December 31, 2010. All of the securities related to this issuer had an NAIC rating of 2 or higher. As of December 31, 2009, the fair value of our largest
exposure to a single issuer of corporate securities was $141.9, or 1.1%, all of which had an NAIC rating of 1. As of December 31, 2010, we had $1.3 in direct exposure to the sovereign and
local debt of Portugal, Ireland, Italy, Greece, and Spain.
 
                         

  As of December 31, 2009  
                 Other-than-  
  Cost or   Gross   Gross      % of   Temporary  
  Amortized   Unrealized   Unrealized   Fair   Total Fair   Impairments  
  Cost   Gains   Losses   Value   Value   in AOCI  

 

Security Sector                         
Corporate Securities:                         

Consumer discretionary   $1,083.4   $41.9   $(27.8)   $1,097.5   5.9%  $(7.9)
Consumer staples   1,686.4   84.3   (14.3)   1,756.4   9.4   (1.4)
Energy   651.4   28.3   (8.8)   670.9   3.6   — 
Financials   2,109.2   39.8   (189.2)   1,959.8   10.6   (5.8)
Health care   861.1   59.1   (4.1)   916.1   4.9   (1.9)
Industrials   2,022.3   90.3   (27.5)   2,085.1   11.2   (0.9)
Information technology   357.2   27.9   (0.3)   384.8   2.1   — 
Materials   1,111.7   39.1   (49.0)   1,101.8   5.9   (12.7)
Telecommunication services   572.0   20.3   (16.7)   575.6   3.1   (1.2)
Utilities   1,837.5   52.4   (46.3)   1,843.6   9.9   (0.5)
Other   8.0   0.4   —   8.4   0.1   — 

                         

Total corporate securities   12,300.2   483.8   (384.0)   12,400.0   66.7   (32.3)
U.S. government and agencies   41.6   2.4   (0.1)   43.9   0.2   (0.1)
State and political subdivisions   518.4   1.9   (37.3)   483.0   2.6   (1.3)
Residential mortgage-backed securities:                         

Agency   2,936.8   102.6   (6.7)   3,032.7   16.3   — 
Non-agency:                         

Prime   449.8   0.6   (72.4)   378.0   2.0   (31.7)
Alt-A   145.3   2.1   (21.9)   125.5   0.7   (8.2)
Subprime   0.2   —   —   0.2   —   — 

                         

Total residential mortgage-backed securities   3,532.1   105.3   (101.0)   3,536.4   19.0   (39.9)
Commercial mortgage-backed securities   1,805.6   44.5   (60.7)   1,789.4   9.7   (4.0)
Other debt obligations   355.8   13.1   (27.3)   341.6   1.8   (4.3)
                         

Total   $18,553.7   $651.0   $(610.4)   $18,594.3   100.0%  $(81.9)
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Fixed Maturity Securities by Contractual Maturity Date
 

As of December 31, 2010 and 2009, approximately 27% and 29%, respectively, of the fair value of our fixed maturity portfolio was held in mortgaged-backed securities, and 24%
and 27%, respectively, of our portfolio was due after ten years, which we consider to be longer duration assets. Fixed maturities in these categories primarily back long duration reserves in our
Income Annuities segment, which can exceed a period of 30 years. As of December 31, 2010 and 2009, approximately 75% and 82%, respectively, of the gross unrealized losses on our
investment portfolio related to these longer duration assets, which fluctuate more significantly with changes in interest rates and credit spreads.
 

Mortgage-Backed Securities
 

Our fixed maturity securities portfolio includes $5.7 billion of residential and commercial mortgage-backed securities at fair value. Approximately 70% of these securities are
agency securities and approximately 21% are AAA rated non-agency securities in the most senior tranche of the structure type.
 

All of our RMBS and CMBS securities have a prepayment option. Prepayments that vary in amount or timing from our estimates cause fluctuations in our yields due to an
acceleration or deceleration of unamortized premium or discount associated with the securities in our portfolio. Such adjustment is recorded in net investment income in our results of
operations. As of December 31, 2010, our RMBS had gross unamortized premiums and discounts of $76.9 and $68.9, respectively, and our CMBS had gross unamortized premiums and
discounts of $36.7 and $44.3, respectively.
 

Residential Mortgage-Backed Securities (RMBS)
 

We classify our investments in RMBS as agency, prime, Alt-A, and subprime. Agency RMBS are guaranteed or otherwise supported by the Federal National Mortgage
Association, the Federal Home Loan Mortgage Corporation or the Government National Mortgage Association. Prime RMBS are loans to the most credit-worthy customers with high quality
credit profiles. Alt-A RMBS have overall credit quality between prime and subprime, based on a review of their underlying mortgage loans and factors such as credit scores and financial ratios.
 

The following table sets forth the fair value of the Company’s investment in agency, prime, Alt-A, and subprime RMBS and the percentage of total invested assets they represent:
 
                 

  As of December 31, 2010  As of December 31, 2009 
     % of Total      % of Total  
  Fair Value  Invested Assets  Fair Value  Invested Assets 

 

Agency   $3,360.6   14.3%  $3,032.7   15.0%
Non-agency:                 

Prime   329.7   1.4   378.0   1.9 
Alt-A   111.3   0.5   125.5   0.6 
Subprime   —   —   0.2   — 

                 

Subtotal non-agency   441.0   1.9   503.7   2.5 
                 

Total   $3,801.6   16.2%  $3,536.4   17.5%
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The following table sets forth the total fair value, and amortized cost of our non-agency RMBS by credit quality and year of origination (vintage). There were seven securities with
a total amortized cost and fair value of $82.4 and $69.8, respectively, that were rated below investment grade by either Moody’s, S&P or Fitch, while at least one other rated them investment
grade.
 
                             

  As of December 31, 2010     
  Highest Rating Agency Rating   Total as of  
              BB and      December 31,  
Vintage  AAA   AA   A   BBB   Below  Total   2009  
 

2007   $—   $—   $—   $—   $41.1   $41.1   $91.0 
2006   —   —   —   11.7   116.2   127.9   177.0 
2005   —   9.2   8.9   57.2   39.9   115.2   113.6 
2004 & prior   168.7   13.8   —   —   0.6   183.1   213.7 
                             

Total amortized cost   $168.7   $23.0   $8.9   $68.9   $197.8   $467.3   $595.3 
                             

Net unrealized losses   (2.1)   (3.1)   —   (8.7)   (12.4)   (26.3)   (91.6)
                             

Total fair value   $166.6   $19.9   $8.9   $60.2   $185.4   $441.0   $503.7 
                             

 

On a fair value basis as of December 31, 2010, our Alt-A portfolio was 86.0% fixed rate collateral and 14.0% hybrid adjustable rate mortgages, or ARMs, with no exposure to
option ARMs. Generally, fixed rate mortgages have performed better with lower delinquencies and defaults on the underlying collateral than both option ARMs and hybrid ARMs in the current
economic environment. As of December 31, 2010 and 2009, respectively, $62.6, or 56.2%, and $73.9, or 58.9%, of the total Alt-A portfolio had an S&P equivalent credit rating of AAA.
 

As of December 31, 2010, our Alt-A, prime and total non-agency RMBS had an estimated weighted-average credit enhancement of 13.5%, 8.6% and 9.8%, respectively. Credit
enhancement refers to the weighted-average percentage of the outstanding capital structure that is subordinate in the priority of cash flows and absorbs losses first. As of December 31, 2010 and
2009, 58.8% and 59.6%, respectively, of the fair value of our RMBS had super senior subordination. The super senior class has priority over all principal and interest cash flows and will not
experience any loss of principal until lower levels are written down to zero. Therefore, the majority of our RMBS investments have less exposure to defaults and delinquencies in the underlying
collateral than if we held the more subordinated classes.
 

Commercial Mortgage-Backed Securities (CMBS)
 

The following table sets forth the fair value of our investment in CMBS and the percentage of total invested assets they represent:
 
                 

  As of December 31, 2010  As of December 31, 2009 
     % of Total      % of Total  
  Fair Value  Invested Assets  Fair Value  Invested Assets 

 

Agency   $607.4   2.6%  $425.6   2.1%
Non-agency   1,279.9   5.4   1,363.8   6.8 
                 

Total   $1,887.3   8.0%  $1,789.4   8.9%
                 

 

The disruptions in the CMBS market that began in 2009 and continued through 2010 were attributable to weakness in commercial real estate market fundamentals, and previously
reduced underwriting standards by some originators of commercial mortgage loans, particularly within the more recent vintage years (2006 through 2008). This has reduced market liquidity and
availability of capital, increased market belief that default rates will increase, and increased spreads and the repricing of risk. As of December 31, 2010, on an amortized cost basis, 97.4% of our
entire CMBS portfolio were rated AAA, 1.3% were rated AA or A, and 1.3% were rated B and below.
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The following table sets forth the total fair value, and amortized cost of our non-agency CMBS by credit quality and year of origination (vintage). There were 12 securities having a
fair value of $299.5 and an amortized cost of $279.0 that were rated A by S&P, while Moody’s and/or Fitch rated them AAA.
 
                             

  As of December 31, 2010     
  Highest Rating Agency Rating   As of  
              BB and      December 31,  
Vintage  AAA   AA   A   BBB  Below  Total   2009  
 

2008   $51.1   $18.4   $—   $—   $—   $69.5   $66.0 
2007   443.1   —   —   —   1.3   444.4   471.0 
2006   157.2   —   —   —   11.3   168.5   148.0 
2005   283.6   —   —   —   —   283.6   311.4 
2004 & prior   209.8   —   5.3   —   9.7   224.8   391.9 
                             

Total amortized cost   $1,144.8   $18.4   $5.3   $—   $22.3   $1,190.8   $1,388.3 
                             

Net unrealized gains (losses)   95.3   (2.2)   (0.3)   —   (3.7)   89.1   (24.5)
                             

Total fair value   $1,240.1   $16.2   $5.0   $—   $18.6   $1,279.9   $1,363.8 
                             

 

U.S. CMBS securities have historically utilized a senior/subordinate credit structure to allocate cash flows and losses. The structure was changed in late 2004 and was in transition
into early 2005 when fully implemented to include super-senior, mezzanine, and junior AAA tranches. This change resulted in increasing the credit enhancement (subordination) on the most
senior tranche (super-senior) to 30%. The mezzanine AAAs were structured to typically have 20% credit enhancement and the junior AAAs 14% credit enhancement. Credit enhancement refers
to the weighted-average percentage of outstanding capital structure that is subordinate in the priority of cash flows and absorbs losses first. Credit enhancement does not include any equity
interest or property value in excess of outstanding debt. The super senior class has priority over the mezzanine and junior classes to all principal and interest cash flows and will not experience
any loss of principal until both the entire mezzanine and junior tranches are written down to zero.
 

The following tables set forth the amortized cost of our AAA non-agency CMBS by type and year of origination (vintage):
 
                             

  As of December 31, 2010  
                    Total AAA  
           Other Structures (2005 and Prior)  Securities at  
  Super Senior (Post 2004)      Other      Amortized  
Vintage  Super Senior  Mezzanine  Junior  Other Senior  Subordinate  Other  Cost  
 

2008   51.1   —   —   —   —   —   51.1 
2007   443.1   —   —   —   —   —   443.1 
2006   157.2   —   —   —   —   —   157.2 
2005   135.6   30.6   —   117.4   —   —   283.6 
2004 & prior   —   —   —   180.9   28.9   —   209.8 
                             

Total   $787.0   $30.6   $—   $298.3   $28.9   $—   $1,144.8 
                             

                             
  As of December 31, 2009  

                             
Total   $818.8   $31.1   $—   $443.4   $42.1   $19.4   $1,354.8 
                             

 

As the tables above indicate, our CMBS holdings are predominately in the most senior tranche of the structure type. As of December 31, 2010, on an amortized cost basis, 94.8%
of our AAA-rated CMBS were in the most senior tranche. The weighted-average credit enhancement of our CMBS was 28.6% as of December 31, 2010. Adjusted to remove defeased loans,
which are loans whose cash flows have been replaced by U.S. Treasury securities, the weighted-average credit enhancement of our CMBS as of December 31, 2010
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was at 29.8%. We believe this additional credit enhancement is significant in a deep real estate downturn during which losses are expected to increase substantially.
 

Return on Equity-Like Investments
 

Prospector manages a portfolio of equity and equity-like investments, including publicly traded common stock and convertible securities. Previously, our relationship with
Prospector had been through our investment advisor, White Mountains Advisors, LLC, with Prospector serving in a sub-advisory role. We entered into an investment management agreement,
effective July 1, 2010, directly with Prospector under which they will continue to supervise and direct our equity and equity-like investment portfolio. The following table compares our total
return to the benchmark S&P 500 Total Return Index for the years ended December 31, 2010, 2009 and 2008. For the years ended December 31, 2010 and 2009, convertible securities were
$83.0 or 30.5%, and $51.8 or 25.2% of the portfolio, respectively. We believe that these equity and equity-like investments are suitable for funding certain long duration liabilities in our Income
Annuities segment, and, on a limited basis, in our surplus portfolio.
 
             

  Years Ended December 31, 
  2010  2009  2008  

 

Common stock   23.9%  34.6%  (36.4)%
Convertible bonds   16.3   29.2   (11.0)

             

Equity-Like Investments   21.6   34.0   (30.6)
S&P 500 Total Return Index   15.1   26.5   (37.0)
             

Difference   6.5%  7.5%  6.4%
             

 

Mortgage Loans
 

Our mortgage loan department originates new commercial mortgages and manages our existing commercial mortgage loan portfolio. The commercial mortgage loan holdings are
secured by first-mortgage liens on income-producing commercial real estate, primarily in the retail, industrial and office building sectors. All loans are underwritten consistently to our standards
based on loan-to-value ratios and debt service coverage ratios based on income and detailed market, property and borrower analysis using our long-term experience in commercial mortgage
lending. A substantial majority of our loans have personal guarantees and are inspected and evaluated annually. We diversify our mortgage loans by geographic region, loan size and scheduled
maturities. On our consolidated balance sheets, mortgage loans are reported net of an allowance for losses, deferred loan origination costs, unearned mortgage loan fees, and a PGAAP
adjustment; however, the tables below are reported excluding these items.
 

The stress experienced in the U.S. financial markets and unfavorable credit market conditions led to a decrease in overall liquidity and availability of capital in the commercial
mortgage loan market, which has led to greater opportunities for more selective loan originations. We believe a disciplined increase in our mortgage loan portfolio will help maintain the overall
quality of our investment portfolio and obtain appropriate yields to match our policyholder liabilities. We are prudently increasing our investments in mortgage loans primarily in our Income
Annuities and Deferred Annuities segments to improve our overall investment yields. We originated $592.1 of mortgage loans during the year ended December 31, 2010 and expect strong
originations to continue during 2011.
 

As of December 31, 2010 and 2009, 73.6% and 77.7%, respectively, of our mortgage loans were under $5.0 and our average loan balance was $2.2 and $1.9, respectively. As of
December 31, 2010 and 2009, our largest loan balance was $13.0 and $13.4, respectively.
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Credit Quality
 

We use the loan-to-value (LTV) ratio and debt service coverage ratio (DSCR) as our primary metrics to assess mortgage loan quality. The following table sets forth the LTV ratios
for our gross mortgage loan portfolio:
 
                 

  As of December 31, 2010   As of December 31, 2009 
  Carrying Value  % of Total  Carrying Value  % of Total 
 

Loan-to-Value Ratio:                 
< or = 50%   $596.2   34.7%  $484.2   40.1%
51%—60%   369.8   21.5   348.5   28.9 
61%—70%   463.7   26.9   195.8   16.2 
71%—75%   120.4   7.0   68.2   5.6 
76%—80%   46.3   2.7   17.7   1.5 
81%—100%   90.7   5.3   85.1   7.1 
> 100%   33.1   1.9   7.4   0.6 

                 

Total   $1,720.2   100.0%  $1,206.9   100.0%
                 

 

The loan-to-value ratio compares the amount of the loan to the estimated fair value of the underlying property collateralizing the loan. In the year of funding, LTV ratios are
calculated using independent appraisals performed by Member of the Appraisal Institute, or MAI, designated appraisers. Subsequent to the year of funding, LTV ratios are updated annually
between June 1st and September 30th using internal valuations based on property income and market capitalization rates. LTV ratios greater than 100% indicate that the loan amount is greater
than the collateral value. A smaller LTV ratio generally indicates a higher quality loan.
 

As of December 31, 2010 and 2009, the mortgage loan portfolio had weighted-average LTV ratios of 57.0% and 53.5%, respectively. The slight increase in the LTV ratio is driven
by a reduction in the market values of the underlying properties, which is the result of a distressed commercial real estate market. The weighted average LTV ratio was 55.2% and 49.4% for
loans funded during 2010 and 2009, respectively. For loans originated during 2010, 31.7% had a LTV ratio of 50% or less, and no loans had a LTV ratio of more than 75%. For loans originated
during 2009, 44.8% had a LTV ratio of 50% or less, and no loans had a LTV ratio of more than 70%. The following table sets forth the DSCR for our gross mortgage loan portfolio:
 
                 

  As of December 31, 2010   As of December 31, 2009 
  Carrying Value  % of Total  Carrying Value  % of Total 

 

Debt Service Coverage Ratio:                 
> or = 1.60   $896.4   52.1%  $637.5   52.8%
1.40—1.59   327.1   19.0   222.2   18.4 
1.20—1.39   295.7   17.2   158.4   13.1 
1.00—1.19   117.7   6.8   109.9   9.1 
0.85—0.99   32.0   1.9   30.0   2.5 
< 0.85   51.3   3.0   48.9   4.1 

                 

Total   $1,720.2   100.0%  $1,206.9   100.0%
                 

 

The DSCR compares the amount of rental income a property is generating to the amount of the mortgage payments due on the property. DSCRs are calculated using the most
current annual operating history for the collateral. As of December 31, 2010 and 2009, the mortgage loan portfolio had weighted-average DSCRs of 1.73 and 1.75, respectively. For loans
originated during the years ended December 31, 2010 and 2009, 58.4% and 58.9%, respectively, had a debt-service coverage ratio of 1.60 or more.
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Composition of Mortgage Loans
 

The following table sets forth the gross carrying value of our investments in mortgage loans by geographic region:
 
                 

  As of December 31, 2010   As of December 31, 2009 
  Carrying Value  % of Total  Carrying Value  % of Total 
 

Region:                 
California   $533.6   31.0%  $346.0   28.6%
Washington   270.4   15.7   222.9   18.5 
Texas   168.9   9.8   125.6   10.4 
Oregon   95.6   5.6   88.0   7.3 
Florida   54.9   3.2   23.9   2.0 
Other   596.8   34.7   400.5   33.2 

                 

Total   $1,720.2   100.0%  $1,206.9   100.0%
                 

 

The following table sets forth the gross carrying value of our investments in mortgage loans by property type:
 
                 

  As of December 31, 2010   As of December 31, 2009 
  Carrying Value  % of Total  Carrying Value  % of Total 
 

Property Type:                 
Shopping Centers and Retail   $735.7   42.8%  $472.9   39.2%
Office Buildings   460.8   26.8   339.2   28.1 
Industrial   433.9   25.2   345.7   28.6 
Multi-Family   46.8   2.7   34.9   2.9 
Other   43.0   2.5   14.2   1.2 

                 

Total   $1,720.2   100.0%  $1,206.9   100.0%
                 

 

Maturity Date of Mortgage Loans
 

The following table sets forth our gross mortgage loans by contractual maturity date:
 
                 

  As of December 31, 2010   As of December 31, 2009 
  Carrying Value  % of Total  Carrying Value  % of Total 
 

Years to Maturity:                 
Due in one year or less   $6.3   0.4%  $2.4   0.2%
Due after one year through five years   107.1   6.2   100.0   8.3 
Due after five years through ten years   871.9   50.7   541.8   44.9 
Due after ten years   734.9   42.7   562.7   46.6 

                 

Total   $1,720.2   100.0%  $1,206.9   100.0%
                 

 

For more information and further discussion of our allowance of mortgage loans, see Note 6 to the Consolidated Financial Statements.
 

Investments in Limited Partnerships—Tax Credit Investments
 

We invest in limited partnership interests related to tax credit investments, which are typically 15-year investments that provide tax credits in years one through ten. As of
December 31, 2010, we were invested in 16 limited partnership interests related to federal affordable housing projects and other various state tax credit
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funds. We accounted for these investments under the equity method and they are recorded at amortized cost in investments in limited partnerships, with the present value of unfunded
contributions recorded in other liabilities.
 

Although these investments decrease our net investment income over time on a pre-tax basis, they provide us with significant tax benefits, which decrease our effective tax rate.
The following table sets forth the impact the amortization of our investments and related tax credits had on net income.
 
             

  Years Ended December 31, 
  2010   2009   2008  

 

Amortization related to tax credit investments, net of tax benefit   $(6.3)   $(5.9)   $(7.8)
Affordable housing tax credits   10.9   9.6   8.3 
             

Impact to net income   $4.6   $3.7   $0.5 
             

 

The following table provides the future estimated impact to net income:
 
     

  Impact to  
  Net Income 

 

2011   $8.1 
2012   12.9 
2013   13.3 
2014 and beyond   39.1 

     

Estimated impact to net income (net of taxes)   $73.4 
     

 

Liquidity and Capital Resources
 

Symetra conducts all of its operations through its operating subsidiaries, and our liquidity requirements primarily have been and will continue to be met by funds from such
subsidiaries. Dividends and permitted tax sharing payments from its subsidiaries are Symetra’s principal sources of cash to pay dividends and meet its obligations, including payments of
principal and interest on notes payable and tax obligations. On January 27, 2010, Symetra completed an initial public offering of its common stock and received net proceeds of $282.5, which
further enhanced our liquidity and capital resources.
 

We have and intend to pay quarterly cash dividends on our common stock and warrants. Our current rate is $0.05 per share. The declaration and payment of future dividends to
holders of our common stock will be at the discretion of our board of directors. See “—Dividends and Regulatory Requirements” below for further discussion.
 

Over the past few years, the global financial markets experienced unprecedented disruption, adversely affecting the business environment in general, and financial services
companies in particular. During the year ended December 31, 2010, the economy began to slowly recover. The credit markets remained tight, and we continued to experience a low interest rate
environment through most of 2010, although interest rates began to rise in late 2010. In managing the challenging market conditions over the past couple of years, we benefited from the
diversification of our business and strong financial fundamentals. We actively manage our liquidity in light of changing market, economic and business conditions and we believe that our
liquidity levels are more than adequate to cover our exposures, as evidenced by the following:
 

 •    Sales for the year ended December 31, 2010 were solid across all distribution channels. Although below the record levels for the same period in 2009, sales continued to
generate strong cash inflows on our deposit contracts (annuities and universal life policies, including BOLI).
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 •    While certain lapses and surrenders occur in the normal course of business, these lapses and surrenders have not deviated materially from management expectations.
 

 •    The amount of AOCI, net of taxes, on our balance sheet increased to income of $432.5 as of December 31, 2010 from a loss of $49.7 as of December 31, 2009. The
primary driver was an increase in the fair value of our available-for-sale securities, due to the low interest rate environment.

 

 •    As of December 31, 2010, we had the ability to borrow, on an unsecured basis, up to a maximum principal amount of $200.0 under a revolving line of credit arrangement.
 

 •    We continued to generate strong cash flows from operations, which grew $127.3 to $925.7 for 2010, from $798.4 for 2009.
 

 •    To support the sales of our products and maintain financial strength ratings, we target a risk-based capital level of at least 350% in our life insurance company, Symetra
Life Insurance Company. As of December 31, 2010, Symetra Life Insurance Company had a risk-based capital ratio of approximately 480%. This capital level provides
more than adequate capital levels for growth of our business.

 

Liquidity Requirements and Sources of Liquidity
 

The liquidity requirements of Symetra’s insurance subsidiaries principally relate to the liabilities associated with their insurance and investment products, operating costs and
expenses, the payment of dividends to the holding company, and payment of income taxes. Liabilities arising from insurance and investment products include the payment of benefits, as well as
cash payments in connection with policy and contract surrenders and withdrawals and policy loans. Historically, Symetra’s insurance subsidiaries have used cash flows from operations, cash
flows from invested assets and sales of investment securities to fund their liquidity requirements.
 

In managing the liquidity of our insurance operations, we also consider the risk of policyholder and contract holder withdrawals of funds earlier than assumed when selecting assets
to support these contractual obligations. We use surrender charges and other contract provisions to mitigate the extent, timing and profitability impact of withdrawals of funds by customers from
annuity contracts and deposit liabilities. The following table sets forth withdrawal characteristics of our general account policyholder liabilities, composed of annuity reserves, deposit liabilities
and policy and contract claim liabilities, net of reinsurance recoverables. The total represents the sum of funds held under deposit contracts, future policy benefits and policy and
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contract claims on the consolidated balance sheets, excluding other policyholder related liabilities and reinsurance recoverables of $234.3 and $247.2 as of December 31, 2010 and 2009,
respectively.
 
                 

  As of December 31, 2010  As of December 31, 2009 
  Amount   % of Total  Amount   % of Total 

 

Illiquid Liabilities                 
Structured settlements & other SPIAs (1)   $6,670.4   31.4%  $6,703.6   35.1%
Deferred annuities with 5-year payout provision or MVA (2)   377.1   1.8   381.0   2.0 
Traditional insurance (3)   185.6   0.9   185.8   1.0 
Group health & life (3)   95.9   0.4   97.2   0.5 
                 

Total illiquid liabilities   7,329.0   34.5   7,367.6   38.6 
Somewhat Liquid Liabilities                 
Bank-owned life insurance (BOLI) (4)   4,444.0   20.9   3,865.1   20.2 
Deferred annuities with surrender charges of 5% or higher   6,176.8   29.1   4,788.2   25.1 
Universal life with surrender charges of 5% or higher   181.7   0.9   152.5   0.8 
                 

Total somewhat liquid liabilities   10,802.5   50.9   8,805.8   46.1 
Fully Liquid Liabilities                 
Deferred annuities with surrender charges of:                 

3% up to 5%   462.6   2.2   412.4   2.2 
Less than 3%   231.2   1.1   87.6   0.5 
No surrender charges (5)   1,946.9   9.2   1,950.7   10.2 

Universal life with surrender charges less than 5%   439.9   2.0   441.7   2.3 
Other (6)   21.9   0.1   24.2   0.1 
                 

Total fully liquid liabilities   3,102.5   14.6   2,916.6   15.3 
                 

Total   $21,234.0   100.0%  $19,090.0   100.0%
                 

 

 

(1) These contracts cannot be surrendered. The benefits are specified in the contracts as fixed amounts, primarily to be paid over the next several decades.
 

(2) In a liquidity crisis situation, we could invoke the five-year payout provision so that the contract value with interest is paid out ratably over five years.
 

(3) The surrender value on these contracts is generally zero. Represents incurred but not reported claim liabilities.
 

(4) The biggest deterrent to surrender is the taxation on the gain within these contracts, which includes a 10% non-deductible penalty tax. Banks can exchange certain of these contracts with
other carriers, tax-free. However, a significant portion of this business does not qualify for this tax-free treatment due to the employment status of the original covered employees and
charges may be applicable.

 

(5) Approximately half of this business has been with the Company for over a decade, contains lifetime minimum interest guarantees of 4.0% to 4.5%, and has been free of surrender charges
for many years. This business has experienced high persistency given the high lifetime guarantees that have not been available in the market on new issues for many years.

 

(6) Represents BOLI, traditional insurance, and Group health and life reported claim liabilities.
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Liquid Assets
 

Symetra’s insurance subsidiaries maintain investment strategies intended to provide adequate funds to pay benefits without forced sales of investments. Products having liabilities
with longer durations, such as certain life insurance policies and structured settlement annuities, are matched with investments having similar estimated lives such as long-term fixed maturities,
mortgage loans and marketable equity securities. Shorter-term liabilities are matched with fixed maturities that have short- and medium-terms. In addition, our insurance subsidiaries hold highly
liquid, high quality, shorter-term investment securities and other liquid investment-grade fixed maturities and cash equivalents to fund anticipated operating expenses, surrenders and
withdrawals.
 

We define liquid assets to include cash, cash equivalents, short-term investments, publicly traded fixed maturities and public equity securities. As of December 31, 2010 and 2009,
our insurance subsidiaries had liquid assets of $20.8 billion and $18.1 billion, respectively, and Symetra had liquid assets of $89.7 and $33.3, respectively. The portion of total company liquid
assets comprised of cash and cash equivalents and short-term investments was $277.1 and $259.9 as of December 31, 2010 and 2009, respectively. The increase in our insurance subsidiaries’
liquid assets was primarily the result of sales of deferred annuities during 2010.
 

We consider attributes of the various categories of liquid assets (for example, type of asset and credit quality) in evaluating the adequacy of our insurance operations’ liquidity
under a variety of stress scenarios. We believe that the liquidity profile of our assets is sufficient to satisfy current liquidity requirements, including under foreseeable stress scenarios.
 

Given the size and liquidity profile of our investment portfolio, we believe that claim experience varying from our projections does not constitute a significant liquidity risk. Our
asset/liability management process takes into account the expected maturity of investments and expected claim payments as well as the specific nature and risk profile of the liabilities.
Historically, there has been limited variation between the expected maturities of our investments and the payment of claims.
 

Capitalization
 

Our capital structure consists of notes payable and stockholders’ equity. The following table summarizes our capital structure:
 
         

  As of December 31, 
  2010   2009  

 

Notes payable   $449.0   $448.9 
Stockholders’ equity   2,380.6   1,433.3 

         

Total capital   $2,829.6   $1,882.2 
         

 

Our capitalization increased $947.4 as of December 31, 2010 compared to December 31, 2009 due to an increase in stockholders’ equity. This increase was driven by an increase in
AOCI, the net proceeds received from our IPO, and the generation of net income of $200.9, offset partially by current year dividends. AOCI improved primarily due to improved valuation of
available-for-sale fixed maturities, primarily corporate securities. We believe our capital levels position us well to capitalize on organic growth as well as pursue any potentially favorable
acquisition opportunities.
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Debt
 

The following table summarizes our debt instruments:
 
                     

     Maximum Amount Available as of  Amount Outstanding as of  
  Maturity   December 31,   December 31,   December 31,   December 31,  
Description  Date   2010   2009   2010   2009  
 

Senior notes payable   4/1/2016   $300.0   $300.0   $300.0   $300.0 
Capital Efficient Notes (CENts)   10/15/2067   150.0   150.0   150.0   150.0 
Revolving credit facility:                     

Bank of America, N.A.   8/16/2012   200.0   200.0   —   — 
                     

Total notes payable and revolving credit facility       $650.0   $650.0   $450.0   $450.0 
                     

 

Senior Notes Due 2016
 

On March 30, 2006, we issued $300.0 of 6.125% senior notes due April 1, 2016, which were issued at a discount yielding $298.7. Interest on the senior notes is payable
semiannually in arrears, beginning on October 2, 2006.
 

The senior notes do not contain any financial covenants or any provisions restricting us from purchasing or redeeming capital stock, paying dividends or entering into a highly
leveraged transaction, reorganization, restructuring, merger or similar transaction. In addition, we are not required to repurchase, redeem or modify the terms of any of the senior notes upon a
change of control or other event involving Symetra.
 

For a description of additional terms of this facility, see Note 12 to the Consolidated Financial Statements.
 

Capital Efficient Notes Due 2067
 

On October 10, 2007, we issued $150.0 aggregate principal amount CENts with a scheduled maturity date of October 15, 2037 and, subject to certain limitations, with a final
maturity date of October 15, 2067. We issued the CENts at a discount yielding $149.8. For the initial ten-year period following the original issuance date, to but not including October 15, 2017,
the CENts carry a fixed interest rate of 8.300% payable semi-annually. From October 15, 2017 until the final maturity date of October 15, 2067, interest on the CENts will accrue at a variable
annual rate equal to the three-month LIBOR plus 4.177%, payable quarterly. We applied the net proceeds from the issuance to pay a special cash dividend to stockholders on October 19, 2007.
 

For a description of additional terms of this facility, see Note 12 to the Consolidated Financial Statements.
 

Revolving Credit Facility
 

On August 16, 2007, we entered into a $200.0 senior unsecured revolving credit agreement with a syndicate of lending institutions led by Bank of America, N.A. This credit
facility matures on August 16, 2012, and loans under this facility bear interest at varying rates depending on our credit rating. This facility requires us to maintain specified financial ratios, and
includes other customary restrictive and affirmative covenants. This revolving credit facility is available to provide support for working capital, capital expenditures and other general corporate
purposes.
 

For a description of additional terms of this facility, see Note 12 to the Consolidated Financial Statements.
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Dividends and Regulatory Requirements
 

The payment of dividends and other distributions to Symetra by its insurance subsidiaries is controlled by insurance laws and regulations. In general, dividends in excess of
prescribed limits are deemed “extraordinary” and require insurance regulatory approval. During the twelve months ended December 31, 2010, Symetra received dividends of $40.0 from its
insurance subsidiaries. Symetra received no dividends from its insurance subsidiaries in 2009.
 

Based on our statutory results, as of December 31, 2010, Symetra’s insurance subsidiaries may pay it dividends of up to $194.0 during 2011 without needing to obtain regulatory
approval. A dividend of $20.0 was paid from our subsidiaries to us on March 4, 2011, leaving $174.0 available for our insurance subsidiaries to dividend to us during 2011 without having to
seek approval.
 

We declared and paid quarterly dividends of $0.05 per common share for a total of $20.6 during the second, third, and fourth quarters of 2010. On February 9, 2011, we declared a
dividend of $0.05 per common share to shareholders, warrant holders, and unvested restricted shareholders of record as of February 22, 2011, for a total of $6.9, paid by March 9, 2011.
 

Cash Flows
 

The following table sets forth a summary of our consolidated cash flows for the dates indicated.
 
             

  Years Ended December 31,  
  2010   2009   2008  

 

Net cash flows provided by operating activities   $925.7   $798.4   $733.0 
Net cash flows used in investing activities   (2,456.8)   (2,142.3)   (976.8)
Net cash flows provided by financing activities   1,547.9   1,133.7   457.9 

 

Operating Activities
 

Cash flows from our operating activities are primarily driven by the amounts and timing of cash received for premiums on our group medical stop-loss, group life and term life
insurance products, income on our investments, including dividends and interest, as well as the amounts and timing of cash disbursed for our payment of policyholder benefits and claims,
underwriting and operating expenses and income taxes. The following discussion highlights key drivers in the level of cash flows generated from our operating activities:
 

 •    Years ended December 31, 2010 and 2009.  Net cash provided by operating activities for 2010 was $925.7, a $127.3 increase over 2009. This was primarily driven by
increased net investment income driven by an increase in average assets, a decline in paid commissions related to our deferred annuity products on lower sales, and a
decrease in group medical stop-loss paid claims.

 

 •    Years ended December 31, 2009 and 2008.  Net cash provided by operating activities for 2009 was $798.4, a $65.4 increase over 2008. This was primarily driven by an
increase in our invested assets resulting in an increase in cash flows (interest receipts) on our investments and a reduction in operating expenses due to disciplined
expense management and decreased federal income tax payments. Decreased premiums and increased claims related to our group medical stop-loss product partially
offsets these increases.

 

Investing Activities
 

Cash flows from our investing activities are primarily driven by the amounts and timing of cash received from sales of investments and from maturities and calls of fixed maturity
securities, as well as the

97



Table of Contents

amounts and timing of cash disbursed for purchases of investments and funding of mortgage loan originations. The following discussion highlights key drivers in the level of cash flows used in
our investing activities:
 

 •    Years ended December 31, 2010 and 2009.  Net cash used in investing activities for the year ended December 31, 2010 was $2,456.8, a $314.5 increase over the same
period in 2009. This increase was primarily the result of increased purchases of fixed maturities and higher originations of mortgage loans, as we deployed cash generated
from sales of fixed deferred annuities and BOLI, as well as net proceeds from our IPO. These were partially offset by an increase in cash received from prepayments,
maturities and calls on fixed maturities, and strategic sales of fixed maturities.

 

 •    Years ended December 31, 2009 and 2008.  Net cash used in investing activities for the year ended December 31, 2009 was $2,142.3, a $1,165.5 increase over the same
period in 2008. This increase was primarily the result of higher purchases of fixed maturities, as we deployed cash generated on increased sales of fixed deferred
annuities.

 

Financing Activities
 

Cash flows from our financing activities are primarily driven by the amounts and timing of cash received from deposits into certain life insurance and annuity policies and proceeds
from our issuances of common stock, as well as the amounts and timing of cash disbursed to fund withdrawals from certain life insurance and annuity policies, and dividend distributions to our
stock and warrant holders. The following discussion highlights key drivers in the level of cash flows generated from our financing activities:
 

 •    Years ended December 31, 2010 and 2009.  Net cash provided by financing activities for the year ended December 31, 2010 was $1,547.9, a $414.2 increase over the
same period in 2009. This was primarily due to net IPO proceeds of $282.5 received during the first quarter of 2010 and an increase in policyholder deposits, primarily
related to increased BOLI deposits offset by decreased fixed annuity deposits.

 

 •    Years ended December 31, 2009 and 2008.  Net cash provided by financing activities for the year ended December 31, 2009 was $1,133.7, a $675.8 increase over the
same period in 2008. This was primarily due to a $609.2 increase in deposits primarily related to the sales of fixed deferred annuities.

 

Contractual Obligations and Commitments
 

We enter into obligations with third parties in the ordinary course of our operations. The estimated cash payments related to these obligations as of December 31, 2010 are set forth
in the table below. The estimated payments reflected in this table are based on management’s estimates and assumptions, which are necessarily subjective. Actual cash out flows in future
periods will vary, possibly materially. Further, we do not believe that our cash flow requirements can be assessed based upon an analysis of these obligations as the funding of these future cash
obligations will be from future cash flows from premiums, deposits, fees and investment income that are not reflected in the table below. In addition, our operations involve significant
expenditures that are not based upon commitments, including expenditures for payroll and income taxes.
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  Payments Due by Year  
              2016 and  
  Total   2011   2012-2013  2014-2015  thereafter 
 

Contractual Obligations                     
Insurance obligations (1)   $41,556.9   $1,827.7   $3,972.0   $3,989.3   $31,767.9 
Notes payable   450.0   —   —   —   450.0 
Interest on notes payable   188.2   30.8   61.7   61.7   34.0 
Purchase obligations:                     

Investments in limited partnerships (2)   77.5   50.8   26.7   —   — 
Servicing fees (3)   39.8   11.2   22.2   6.4   — 
Other (4)   44.3   41.2   3.1   —   — 

Operating lease obligations (5)   34.6   7.7   15.2   11.6   0.1 
                     

Total   $42,391.3   $1,969.4   $4,100.9   $4,069.0   $32,252.0 
                     

 

 

(1) Includes estimated claim and benefit, policy surrender, reinsurance premiums and commission obligations on in force insurance policies and deposit contracts. Estimated claim and benefit
obligations are based on mortality, morbidity and lapse assumptions comparable with our historical experience. In contrast to this table, our obligations recorded in our consolidated
balance sheets do not incorporate future credited interest for deposit contracts or tabular interest for insurance policies. Therefore, the estimated obligations for insurance liabilities
presented in this table significantly exceed the liabilities recorded in reserves for future annuity and contract benefits and the liability for policy and contract claims. Due to the
significance of the assumptions used, the amounts presented could materially differ from actual results. We have not included the variable separate account obligations as these obligations
are legally insulated from general account obligations and will be fully funded by cash flows from separate account assets.

 

(2) We have investments in sixteen limited partnership interests related to tax credit investments, and five private equity partnerships. We will provide capital contributions to the five private
equity partnerships through 2013 with a remaining committed amount of $11.5 at the discretion of the general partner, subject to certain contribution limits. Since the timing of payment is
uncertain, the unfunded amount has been included in the payment due in less than one year. For more information, see Note 16 to the Consolidated Financial Statements. Amounts
recorded on the balance sheet are included in “other liabilities.”

 

(3) Includes contractual commitments for a service agreement to outsource the majority of our information technology infrastructure. For more information, see Note 16 to the Consolidated
Financial Statements.

 

(4) In connection with the acquisition of MRM in May 2007, we committed to pay $14.0 to the selling stockholder over a period of five years, including $10.2 that is contingent upon the
achievement of certain annual profitability targets. Also includes unfunded mortgage loan commitments of $39.2, as of December 31, 2010.

 

(5) Includes minimum rental commitments on leases for office space and certain equipment. For more information, see Note 16 to the Consolidated Financial Statements.
 

Off-balance Sheet Transactions
 

We do not have any off-balance sheet arrangements that are reasonably likely to have a material effect on our financial condition, results of operations, liquidity, or capital
resources.
 

Item 7A.  Quantitative and Qualitative Disclosures about Market Risk
 

We are subject to potential fluctuations in earnings, cash flows and the fair value of certain assets and liabilities due to changes in market interest rates and equity prices. We enter
into market-sensitive instruments primarily for purposes other than trading, namely, to support our insurance liabilities.
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Interest Rate Risk
 

Our exposure to interest rate risk relates to the market price and/or cash flow variability associated with changes in market interest rates. A gradual increase in market interest rates
from current levels would generally be a favorable development for us. If market interest rates increase we would expect to earn additional investment income, have increased annuity and
universal life insurance sales, and limit the potential risk of margin erosion due to minimum guaranteed crediting rates. However, if interest rates rise quickly enough within a short time period,
certain lines of business that are interest sensitive are exposed to lapses as policyholders seek higher yielding investments.
 

Our investment portfolios primarily consist of investment grade fixed maturity securities, including public and privately-placed corporate bonds, residential mortgage-backed
securities, commercial mortgage-backed securities, and commercial mortgage loans. The carrying value of our investment portfolio as of December 31, 2010 and 2009 was $23.5 billion and
$20.2 billion, respectively, of which 90.6% in 2010 and 92.1% in 2009 was invested in fixed maturities. The primary market risk to our investment portfolio is interest rate risk associated with
investments in fixed maturity securities. The fair value of our fixed maturities fluctuates depending on the interest rate environment. During periods of declining interest rates, paydowns on
mortgage-backed securities and collateralized mortgage obligations increase and we would generally be unable to reinvest the proceeds of such prepayments at comparable yields. The
weighted-average effective duration of our fixed maturity portfolio was approximately 5.7 and 5.4 years and as of December 31, 2010 and 2009, respectively.
 

We manage our exposure to interest rate risk through asset allocation limits, limiting the purchase of negatively convex assets and asset/liability duration matching. Each line of
business has investment guidelines based on its specific liability characteristics.
 

Equity Risk
 

We are exposed to equity price risk on our common stock and other equity holdings. In addition, asset fees calculated as a percentage of the separate account assets are a source of
revenue to us. Gains and losses in the equity markets result in corresponding increases and decreases in our separate account assets and asset fee revenue.
 

We manage equity price risk on investment holdings through industry and issuer diversification and asset allocation techniques.
 

Derivative Financial Instruments
 

We have minimal investments in derivative financial instruments. We use indexed call options to manage our exposure to changes in indices. Our exposure is related to our FIA
block of business, which credits policyholders’ account values based on gains in these indices.
 

As a matter of policy, we have not, and do not intend to, engage in derivative market-making, speculative derivative trading or other speculative derivatives activities.
 

Sensitivity Analysis
 

Sensitivity analysis measures the impact of hypothetical changes in interest rates and other market rates or prices on the profitability of market-sensitive financial instruments.
 

The following discussion about the potential effects of changes in interest rates and equity market prices is based on so-called “shock-tests,” which model the effects of interest rate
and equity market price shifts on our financial condition and results of operations. Although we believe shock tests provide the most
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meaningful analysis, they are constrained by several factors, including the necessity to conduct the analysis based on a single point in time and by their inability to include the extraordinarily
complex market reactions that normally would arise from the market shifts modeled. Although the following results of shock tests for changes in interest rates and equity market prices may
have some limited use as benchmarks, they should not be viewed as forecasts. These forward-looking disclosures also are selective in nature and address only the potential impacts on our
financial instruments. They do not include a variety of other potential factors that could affect our business as a result of these changes in interest rates and equity market prices.
 

One means of assessing exposure of our fixed maturities portfolio to interest rate changes is a duration-based analysis that measures the potential changes in fair value resulting
from a hypothetical change in interest rates of 100 basis points across all maturities. This is sometimes referred to as a parallel shift in the yield curve. With the assistance of our investment
advisor, we use a fixed-income analytics tool to model and calculate the duration and convexity of our asset portfolio. Under this model, with all other factors constant and assuming no
offsetting change in the fair value of our liabilities, we estimated that such an increase in interest rates would cause the fair value of our fixed maturities portfolio to decline by approximately
$1.20 billion and $1.00 billion, based on our securities positions as of December 31, 2010 and 2009, respectively. Under the same model, we estimate our Income Annuities segment’s fixed
maturities portfolio, the majority of which are long duration assets, would decline by approximately $0.48 billion and $0.44 billion, based on our positions as of December 31, 2010 and 2009,
respectively.
 

One means of assessing exposure to changes in equity market prices is to estimate the potential changes in values of our investments whose fair values are typically highly
correlated with the equity markets resulting from a hypothetical broad-based decline in equity market prices of 10%. Using this assumption, with all other factors constant, we estimate that such
a decline in equity market prices would cause the fair value of our investment portfolio to decline by approximately $30.9 and $23.2, as of December 31, 2010 and 2009, respectively. In
addition, fluctuations in equity market prices affect our revenues and returns related to our variable annuity and life products, which depend upon fees that are related primarily to the fair value
of the underlying assets.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

The Board of Directors and Stockholders
Symetra Financial Corporation
 

We have audited the accompanying consolidated balance sheets of Symetra Financial Corporation as of December 31, 2010 and 2009, and the related consolidated statements of
income, changes in stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2010. Our audits also included the financial statement schedules listed in
the Index at Item 15(a). These financial statements and schedules are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
and schedules based on our audits.
 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Symetra Financial Corporation at
December 31, 2010 and 2009, and the consolidated results of its operations and its cash flows for each of the three years in the period ended December 31, 2010, in conformity with
U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement schedules, when considered in relation to the basic financial statements taken as a whole,
present fairly in all material respects the information set forth therein.
 

As discussed in Note 2 to the financial statements, in 2009, the Company changed its method of accounting for other-than-temporary impairments of fixed maturity securities.

 

/s/  Ernst & Young LLP
 

Seattle, Washington
March 16, 2011
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CONSOLIDATED BALANCE SHEETS
 
         

  As of December 31,  
  2010   2009  

  
(In millions, except share and per share

data)  
 

ASSETS
Investments:         

Available-for-sale securities:         
Fixed maturities, at fair value (cost: $20,416.5 and $18,553.7, respectively)   $21,281.8   $18,594.3 
Marketable equity securities, at fair value (cost: $52.8 and $52.6, respectively)   45.1   36.7 

Trading securities:         
Marketable equity securities, at fair value (cost: $168.0 and $165.9, respectively)   189.3   154.1 

Mortgage loans, net   1,713.0   1,199.6 
Policy loans   71.5   73.9 
Investments in limited partnerships (includes $36.5 and $24.7 measured at fair value, respectively)   186.9   110.2 
Other invested assets   12.6   12.2 

         

Total investments   23,500.2   20,181.0 
Cash and cash equivalents   274.6   257.8 
Accrued investment income   257.6   237.2 
Accounts receivable and other receivables   65.6   70.1 
Reinsurance recoverables   280.8   276.6 
Deferred policy acquisition costs   250.0   250.4 
Goodwill   28.4   26.3 
Current income tax recoverable   3.0   20.2 
Deferred income tax assets, net   —   191.2 
Other assets   95.0   84.5 
Separate account assets   881.7   840.1 
         

Total assets   $25,636.9   $22,435.4 
         

 
LIABILITIES AND STOCKHOLDERS’ EQUITY

Funds held under deposit contracts   $20,953.3   $18,816.7 
Future policy benefits   398.4   394.9 
Policy and contract claims   116.6   125.6 
Unearned premiums   12.2   12.1 
Other policyholders’ funds   111.0   113.8 
Notes payable   449.0   448.9 
Deferred income tax liabilities, net   99.0   — 
Other liabilities   235.1   250.0 
Separate account liabilities   881.7   840.1 
         

Total liabilities   23,256.3   21,002.1 
Commitments and contingencies (Note 16)         
Preferred stock, $0.01 par value; 10,000,000 shares authorized; none issued   —   — 
Common stock, $0.01 par value; 750,000,000 shares authorized; 118,216,470 issued and 118,215,701 outstanding as of December 31, 2010;

92,729,455 shares issued and outstanding as of December 31, 2009   1.2   0.9 
Additional paid-in capital   1,450.2   1,165.7 
Retained earnings   496.7   316.4 
Accumulated other comprehensive income (loss), net of taxes   432.5   (49.7)
         

Total stockholders’ equity   2,380.6   1,433.3 
         

Total liabilities and stockholders’ equity   $25,636.9   $22,435.4 
         

 

See accompanying notes.
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CONSOLIDATED STATEMENTS OF INCOME
 
             

  Years Ended December 31,  
  2010   2009   2008  
  (In millions, except per share data)  

 

Revenues:             
Premiums   $473.0   $470.1   $486.1 
Net investment income   1,199.4   1,113.6   956.5 
Policy fees, contract charges, and other   166.3   159.9   166.5 
Net realized investment gains (losses):             

Total other-than-temporary impairment losses on securities   (53.3)   (191.2)   (86.4)
Less: portion of losses recognized in other comprehensive income   32.4   104.7   — 

             

Net impairment losses recognized in earnings   (20.9)   (86.5)   (86.4)
Other net realized investment gains (losses)   60.7   57.2   (71.6)

             

Total net realized investment gains (losses)   39.8   (29.3)   (158.0)
             

Total revenues   1,878.5   1,714.3   1,451.1 
Benefits and expenses:             

Policyholder benefits and claims   335.1   350.5   348.5 
Interest credited   899.5   846.8   766.1 
Other underwriting and operating expenses   256.7   252.7   265.8 
Interest expense   31.9   31.8   31.9 
Amortization of deferred policy acquisition costs   66.2   51.4   25.8 

             

Total benefits and expenses   1,589.4   1,533.2   1,438.1 
Income from operations before income taxes   289.1   181.1   13.0 
Provision (benefit) for income taxes:             

Current   57.7   6.7   23.8 
Deferred   30.5   46.1   (32.9)

             

Total provision (benefit) for income taxes   88.2   52.8   (9.1)
             

Net income   $200.9   $128.3   $22.1 
             

Net income per common share:             
Basic   $1.48   $1.15   $0.20 
Diluted   $1.48   $1.15   $0.20 

Weighted-average number of common shares outstanding:             
Basic   135.609   111.622   111.622 
Diluted   135.618   111.626   111.622 

Cash dividends declared per common share   $0.15   $—   $— 
 

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
 
                     

           Accumulated     
     Additional      Other   Total  
  Common   Paid-in   Retained   Comprehensive   Stockholders’  
  Stock   Capital   Earnings   Income (Loss)  Equity  
        (In millions)        

 

Balances as of January 1, 2008   $0.9   $1,165.5   $131.2   $(12.5)   $1,285.1 
Cumulative effect adjustment—new accounting guidance (net of taxes: $(10.3))   —   —   19.1   (19.1)   — 
Comprehensive income, net of taxes:                     

Net income   —   —   22.1   —   22.1 
Other comprehensive loss (net of taxes: $(549.8))   —   —   —   (1,021.0)   (1,021.0)

                     

Total comprehensive loss, net of taxes                   (998.9)
                     

Balances as of December 31, 2008   $0.9   $1,165.5   $172.4   $(1,052.6)   $286.2 
                     

Balances as of January 1, 2009   $0.9   $1,165.5   $172.4   $(1,052.6)   $286.2 
Cumulative effect adjustment—new accounting guidance (net of taxes: $(8.4))   —   —   15.7   (15.7)   — 
Comprehensive income, net of taxes:                     

Net income   —   —   128.3   —   128.3 
Other comprehensive income (net of taxes: $548.5)   —   —   —   1,018.6   1,018.6 

                     

Total comprehensive income, net of taxes                   1,146.9 
Stock-based compensation   —   0.2   —   —   0.2 

                     

Balances as of December 31, 2009   $0.9   $1,165.7   $316.4   $(49.7)   $1,433.3 
                     

Balances as of January 1, 2010   $0.9   $1,165.7   $316.4   $(49.7)   $1,433.3 
Common stock issued (net of issuance costs: $20.6)   0.3   282.2   —   —   282.5 
Comprehensive income, net of taxes:                     

Net income   —   —   200.9   —   200.9 
Other comprehensive income (net of taxes: $259.6)   —   —   —   482.2   482.2 

                     

Total comprehensive income, net of taxes                   683.1 
Stock-based compensation   —   2.3   —   —   2.3 
Dividends declared   —   —   (20.6)   —   (20.6)
                     

Balances as of December 31, 2010   $1.2   $1,450.2   $496.7   $432.5   $2,380.6 
                     

 

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
 
             

  Years Ended December 31, 
  2010   2009   2008  
  (In millions)  

 

Cash flows from operating activities             
Net income   $200.9   $128.3   $22.1 
Adjustments to reconcile net income to net cash provided by operating activities:             

Net realized investment (gains) and losses   (39.8)   29.3   158.0 
Accretion and amortization of invested assets   38.2   25.2   36.4 
Accrued interest on bonds   (39.6)   (36.7)   (33.4)
Amortization and depreciation   15.6   14.3   14.6 
Deferred income tax provision (benefit)   30.5   46.1   (32.9)
Interest credited on deposit contracts   899.5   846.8   766.1 
Mortality and expense charges and administrative fees   (103.1)   (100.2)   (96.7)
Changes in:             

Accrued investment income   (20.4)   (30.9)   (11.8)
Deferred policy acquisition costs, net   (61.7)   (106.2)   (89.6)
Other receivables   (6.7)   (18.3)   (13.7)
Future policy benefits   3.5   2.8   7.2 
Policy and contract claims   (9.0)   (7.5)   22.2 
Current income tax recoverable   17.2   0.8   (16.6)
Other assets and liabilities   (0.4)   6.6   1.2 

Other, net   1.0   (2.0)   (0.1)
             

Total adjustments   724.8   670.1   710.9 
             

Net cash provided by operating activities   925.7   798.4   733.0 
Cash flows from investing activities             
Purchases of:             

Fixed maturities and marketable equity securities   (4,884.9)   (4,014.7)   (2,286.7)
Other invested assets and investments in limited partnerships   (77.9)   (36.2)   (33.5)

Issuances of mortgage loans   (592.1)   (290.8)   (224.5)
Issuances of policy loans   (17.3)   (18.0)   (16.2)
Maturities, calls, paydowns, and other   1,987.2   1,312.8   922.0 
Securities lending collateral returned, net   —   103.7   174.4 
Acquisitions, net of cash received   (2.0)   (2.0)   (9.2)
Sales of:             

Fixed maturities and marketable equity securities   1,017.4   660.1   371.8 
Other invested assets and investments in limited partnerships   21.1   45.3   29.6 

Repayments of mortgage loans   76.1   73.5   80.1 
Repayments of policy loans   18.6   18.2   17.0 
Other, net   (3.0)   5.8   (1.6)
             

Net cash used in investing activities   (2,456.8)   (2,142.3)   (976.8)
Cash flows from financing activities             
Policyholder account balances:             

Deposits   $2,649.6   $2,580.0   $1,970.8 
Withdrawals   (1,357.9)   (1,353.6)   (1,322.0)

Securities lending collateral paid, net   —   (103.7)   (174.4)
Net proceeds from issuance of common stock   282.5   —   — 
Cash dividends paid on common stock   (20.6)   —   — 
Other, net   (5.7)   11.0   (16.5)
             

Net cash provided by financing activities   1,547.9   1,133.7   457.9 
             

Net increase (decrease) in cash and cash equivalents   16.8   (210.2)   214.1 
Cash and cash equivalents at beginning of period   257.8   468.0   253.9 
             

Cash and cash equivalents at end of period   $274.6   $257.8   $468.0 
             

Supplemental disclosures of cash flow information             
Net cash paid during the year for:             

Interest   $31.1   $31.0   $31.3 
Income taxes   40.5   5.6   40.4 

Non-cash transactions during the year:             
Investments in limited partnerships and capital obligations incurred   21.3   10.7   4.2 
Bond exchanges   125.9   206.6   50.7 

 

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millions, except per share data, unless otherwise stated)

 

1.  Organization and Description of Business
 

Symetra Financial Corporation is a Delaware corporation that, through its subsidiaries, offers group and individual insurance products and retirement products, including annuities,
marketed through benefits consultants, financial institutions and independent agents and advisors in all states and the District of Columbia. The Company’s principal products include medical
stop-loss insurance, fixed and variable deferred annuities, single premium immediate annuities and individual life insurance. The accompanying financial statements include, on a consolidated
basis, the accounts of Symetra Financial Corporation and its subsidiaries, which are collectively referred to as “Symetra Financial” or “the Company.”
 

On January 27, 2010, the Company completed the initial public offering (IPO) of its common stock at an offering price of $12.00 per share. The IPO included 25.260 newly issued
shares of common stock sold by the Company and 9.700 existing shares of common stock sold by selling stockholders. The Company received net proceeds from the offering of approximately
$282.5. The Company did not receive any proceeds from the sale of shares by the selling stockholders.
 

Common and Preferred Stock
 

The Company has 750.000 authorized shares of common stock, $0.01 par value per share, and 10.000 authorized shares of preferred stock, $0.01 par value per share. The
Company’s Board of Directors has the authority to designate the preferred stock into series and to designate the voting powers, preferences and other rights of the shares of each series without
further stockholder approval. The Company also has warrants outstanding as of December 31, 2010, which are recorded in total stockholders’ equity. The warrants are exercisable at any time
until August 2, 2014, to acquire 18.976 shares of common stock at an exercise price of $11.49 per share and can be net-share settled at the option of the warrant holder.
 

2.  Summary of Significant Accounting Policies
 

Basis of Presentation and Use of Estimates
 

The audited consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles (GAAP), including the rules and regulations of
the Securities and Exchange Commission (SEC). 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 audited consolidated financial statements and accompanying notes.
 

The most significant estimates include those used to determine the following: valuation of investments; the identification of other-than-temporary impairments (OTTI) of
investments; the balance, recoverability and amortization of deferred policy acquisition costs (DAC); and the liabilities for funds held under deposit contracts, future policy benefits, and policy
and contract claims. The recorded amounts reflect management’s best estimates, though actual results could differ from those estimates.
 

The audited consolidated financial statements include the accounts of Symetra Financial and its subsidiaries that are wholly owned, directly or indirectly. All significant
intercompany transactions and balances have been eliminated. Certain reclassifications have been made to prior year financial information for it to conform to the current period presentation.
For the years ended December 31, 2009 and 2008, this included reclassifications of $103.5 and $98.7, respectively, related to cost of insurance charges on universal life-type (UL) contracts.
These amounts were reclassified from premium revenues to policy fees, contract charges and other revenues on the consolidated statements of income. These reclassifications did not change
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total revenues or amounts previously reported as other revenues that are now included in policy fees, contract charges and other.
 

Recognition of Insurance Revenue and Related Benefits
 

The Company’s group life and health insurance policies are short duration contracts. Premiums from these products are recognized as revenue when earned over the life of the
policy and a liability for the portion of premiums unearned is reported on the consolidated balance sheets. Benefit claims are charged to operations as incurred.
 

Traditional individual life insurance products, including term and whole life insurance products, are long-duration contracts, and the associated premiums and benefits are fixed and
guaranteed. Premiums from these products are recognized as revenue and considered earned when due. As premiums are earned, the Company establishes a reserve for future policy benefits
associated with those premiums, resulting in the recognition of profits over the life of the policy.
 

Deposits related to universal life, bank-owned life insurance (BOLI), limited payment and investment-type products are credited to policyholder account balances and reflected as
liabilities, rather than as premium income, when received. Revenues from these contracts consist of net investment income on the policyholders’ fund balances and amounts assessed during the
period for cost of insurance, policy administration, and surrender charges. The Company includes such costs in policy fees, contract charges, and other in the consolidated statements of income.
Expenses that are charged to operations for these products include interest credited and benefit claims incurred in excess of related policyholder account balances.
 

Fees for variable annuity and variable life products include mortality and expense charges, policy administration charges, and surrender charges. These fees are charged to
policyholders’ accounts based upon the daily net assets of the policyholders’ account values, and are recognized in policy fees, contract charges, and other on the consolidated statements of
income when charged.
 

Investments
 

Available-for-Sale Securities
 

The Company classifies its investments in fixed maturities and certain marketable equity securities as available-for-sale and carries them at fair value. Fixed maturities include
bonds, mortgage-backed securities and redeemable preferred stock. Marketable equity securities classified as available-for-sale primarily include nonredeemable preferred stock.
 

The Company reports net unrealized investment gains (losses) related to its available-for-sale securities in accumulated other comprehensive income (loss) (AOCI) in stockholders’
equity, net of related DAC and deferred income taxes.
 

The Company reports interest and dividends earned in net investment income. Interest income for fixed maturities is recognized using the effective yield method. When the
collectability of interest income for fixed maturities is considered doubtful, any accrued but uncollectible interest is excluded from investment income in the current period. The Company then
places the securities on nonaccrual status, and they are not restored to accrual status until all delinquent interest and principal are paid. For mortgage-backed securities, the Company recognizes
income using a constant effective yield based on anticipated prepayments and the estimated economic life of the securities. Quarterly, the Company compares actual prepayments to anticipated
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prepayments and recalculates the effective yield to reflect actual payments plus anticipated future payments. The Company includes any resulting adjustment in net investment income.
 

Trading Securities
 

The Company has elected fair value accounting for its investments in common stock. As a result, the impact of changes in the fair value of the Company’s trading portfolio is
recorded in net realized investment gains (losses) in the consolidated statements of income. The Company believes this presents its investment results for these securities on a basis that is
consistent with management’s operating principles, as the Company considers changes in fair value on these securities when evaluating its performance. Dividends earned on trading securities
are reported in net investment income.
 

Investment Valuation and Sales
 

The Company uses quoted market prices or public market information to determine the fair value of its investments when available. When such information is not available, as in
the case of securities that are not publicly traded, the Company uses other valuation techniques. These techniques include evaluating discounted cash flows, identifying comparable securities
with quoted market prices, and using internally-prepared valuations based on certain modeling and pricing methods. The Company’s investment portfolio as of December 31, 2010 and 2009
included $892.9 and $901.3, respectively, of fixed maturities that were not publicly traded. See Note 7 for additional disclosures about fair value measurements.
 

The cost of securities sold is determined using the specific-identification method.
 

Other-Than-Temporary Impairments
 

Investments are considered to be impaired when a decline in fair value below a security’s amortized cost is judged to be other-than-temporary. The Company’s review of
investment securities includes both quantitative and qualitative criteria. Quantitative criteria include the length of time and amount that each security is in an unrealized loss position and, for
fixed maturities, whether the issuer is in compliance with the terms and covenants of the security. See Note 4 for additional discussion about the Company’s process for identifying and
recording OTTI.
 

Mortgage Loans
 

The Company carries its mortgage loans at outstanding principal balances, adjusted for unamortized deferred fees and costs, net of an allowance for loan losses. Loan origination
fees and costs are deferred and amortized over the life of the loan. Interest income, including amortization of deferred fees and expenses, is recorded in net investment income. See Note 6 for
further discussion of the Company’s allowance for loan losses.
 

Policy Loans
 

Policy loans are carried at unpaid principal balances. Policy loans are secured and are not granted for amounts in excess of the accumulated cash surrender value of the policy or
contract.
 

Investments in Limited Partnerships
 

Investments in limited partnerships consist of investments in limited partnerships that operate affordable housing projects and state tax credit funds (collectively, “tax credit
investments”). These
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investments are accounted for under the equity method and recorded at amortized cost, with amortization recorded in net investment income. The present value of any unfunded commitments
related to these investments is recorded in other liabilities.
 

Investments in limited partnerships also include investments in private equity and hedge funds recorded at fair value. The impact of changes in the fair value of private equity and
hedge funds is recorded in net investment income.
 

The Company’s investments in certain limited partnerships meet the definition of a variable interest entity (VIE). Based on the analyses of these interests, the Company is not
considered the “primary beneficiary” of any of these partnerships and therefore has not consolidated them. The maximum exposure to loss as a result of the Company’s involvement in these
VIEs was $208.0 and $147.3 as of December 31, 2010 and 2009, respectively. The maximum exposure to loss includes commitments to provide future capital contributions as described in
Note 16.
 

Derivative Financial Instruments
 

The Company’s recognition of changes in fair value of a derivative depends on the intended use of the derivative and the extent to which it is effective as part of a hedging
transaction. Derivative financial instruments currently held consist primarily of S&P 500 index options and are included in other invested assets at fair value on the Company’s consolidated
balance sheets. See Note 5 for further discussion.
 

Cash and Cash Equivalents
 

Cash and cash equivalents consist of demand bank deposits and short-term highly liquid investments with maturities of three months or less at the time of purchase. Cash
equivalents are reported at cost, which approximates fair value, and were $261.0 and $244.4 as of December 31, 2010 and 2009, respectively. As of December 31, 2010 and 2009, cash
equivalents of $257.9 and $223.8, respectively, were held at a single highly rated financial institution.
 

Reinsurance
 

The Company utilizes reinsurance agreements to manage its exposure to potential losses. The Company reinsures all or a portion of its risk to reinsurers for certain types of directly
written business. In addition, the Company reinsures through pools to cover catastrophic losses. The Company remains liable to its policyholders to the extent that counterparties to reinsurance
contracts do not meet their contractual obligations. Accordingly, the future policy benefit reserves and policy and contract claims liabilities are reported gross of any related reinsurance
recoverables, which are reported as assets. The Company reports premiums, benefits, and settlement expenses net of reinsurance on the consolidated statements of income. The Company
accounts for reinsurance premiums, commissions, expense reimbursements, benefits and reserves related to reinsured business on bases consistent with those used in accounting for the original
policies issued and the terms of the reinsurance contracts.
 

Deferred Policy Acquisition Costs
 

The Company defers certain costs, principally commissions, distribution costs and other underwriting costs, that vary with and are primarily related to the production of business.
The Company limits deferrals to the lesser of the acquisition costs contained in the Company’s product pricing assumptions or actual costs incurred.
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The Company amortizes acquisition costs for deferred annuity contracts and universal life insurance policies over the lives of the contracts or policies in proportion to the estimated
future gross profits of each of these product lines. To do this, the Company makes assumptions as to surrender rates, mortality experience, maintenance expenses, and investment performance.
Actual profits can vary from the estimates and can thereby result in increases or decreases to DAC amortization rates. For interest-sensitive life products, the Company regularly evaluates its
assumptions and, when necessary, revises the estimated gross profits of these contracts, resulting in adjustments to DAC amortization. When such estimates are revised, they are recorded in
current earnings. The Company adjusts the unamortized balance of DAC for the impact on estimated future gross profits as if net unrealized investment gains and losses on securities had been
realized as of the balance sheet date. The Company includes the impact of this adjustment, net of tax, in AOCI.
 

The Company amortizes acquisition costs for immediate annuities using a constant yield approach.
 

The Company amortizes acquisition costs for traditional individual life insurance policies over the premium paying period of the related policies, using assumptions consistent with
those used in computing policy benefit liabilities. The Company amortizes acquisition costs for group medical policies over the policy period of one year.
 

The Company conducts regular recoverability analyses for DAC asset balances associated with deferred and immediate annuity contracts, universal life contracts, and traditional
life contracts. The Company compares the current DAC asset balances with the estimated present value of future profitability of the underlying business. The DAC asset balances are considered
recoverable if the present value of future profits is greater than the current DAC asset balance. As of December 31, 2010 and 2009, all of the DAC asset balances were considered recoverable.
 

For some products, policyholders can elect to modify product benefits, features, rights or coverage by exchanging a contract for a new contract; by amendment, endorsement or
rider to a contract; or by election of a feature or coverage within a contract. These transactions are known as internal replacements. If the modification substantially changes the original contract,
the DAC is immediately written off through income and any eligible costs associated with the replacement contract are deferred. If the modification does not substantially change the contract,
the DAC is retained and amortized over the life of the modified contract and any acquisition costs associated with the related modification are expensed.
 

Deferred Sales Inducements
 

The Company offers sales inducements on certain deferred annuity contracts. The inducement interest entitles the contract holder to an incremental amount of interest to be
credited to the account value over a 12- to 60-month period following the initial deposit, depending on the product. The incremental interest causes the initial credited rate to be higher than the
contract’s expected ongoing crediting rates for periods after the inducement. Deferred sales inducements to contract holders are reported as other assets and amortized into interest credited using
the same methodology and assumptions used to amortize DAC. Deferred sales inducement balances are subject to regular recoverability testing to ensure that capitalized amounts do not exceed
the present value of anticipated gross profits.
 

Goodwill
 

Goodwill is not amortized but is tested for impairment at least annually. No impairment was recorded for the years ended December 31, 2010, 2009 or 2008.
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Leases
 

Certain operating leases of the Company provide for minimum annual payments that change over the life of the lease. The aggregate minimum annual payments are expensed on
the straight-line basis over the minimum lease term. Rent holidays, rent incentives, and tenant improvement allowances are amortized on the straight-line basis over the initial term of the lease
and any option period that is reasonably assured.
 

Separate Account Assets and Liabilities
 

Separate account assets are reported at fair value and represent funds that are invested on behalf of the Company’s variable annuity, life, and universal life policyholders. The assets
of each separate account are legally segregated and are not subject to claims that arise out of the Company’s other business activities. Investment risks associated with market value changes are
borne by the policyholder, except to the extent of guaranteed minimum death benefits (GMDB) made by the Company with respect to certain accounts. Net investment income and realized
investment gains and losses accrue directly to the policyholders and are not included in the Company’s revenues. Separate account liabilities primarily represent the policyholder’s account
balance in the separate account. Fees charged to policyholders include mortality, policy administration, and surrender charges and are included in policy fees, contract charges, and other on the
consolidated statements of income.
 

For variable annuity contracts with GMDB, the Company contractually guarantees total deposits, less any partial withdrawals, in the event of death. The Company offers three
types of GMDB contracts consisting of return of premium and two versions of ratchet, which are evaluated every fifth and eighth year, respectively. The ratchet reset benefit is equal to the
immediately preceding GMDB or is “stepped up” to the account value on the evaluation date, if higher. The Company reinsures nearly all of the GMDB risk on its individual variable annuity
contracts.
 

Funds Held Under Deposit Contracts
 

Liabilities for fixed deferred annuity contracts and universal life policies, including BOLI, are computed as deposits net of withdrawals made by the policyholder, plus amounts
credited based on contract specifications, less contract fees and charges assessed, plus any additional interest. For single premium immediate annuities (SPIAs), including structured settlements,
future benefits are either fully guaranteed or are contingent on the survivorship of the annuitant. Liabilities are based on discounted amounts of estimated future benefits. Contingent future
benefits are discounted with pricing mortality assumptions, which include provisions for longer life spans over time. The interest rate pattern used to calculate the reserves for SPIAs is set at
issue. The interest rates within the pattern vary over time and start with interest rates that prevailed at contract issue. As of December 31, 2010, the weighted-average implied interest rate on the
existing book of business was 5.9% and is expected to grade to 6.5% during the next 20 years.
 

Future Policy Benefits
 

The Company computes liabilities for future policy benefits under traditional individual life and group life insurance policies on the level premium method, which uses a level
premium assumption to fund reserves. The Company selects the level premiums so that the actuarial present value of future benefits equals the actuarial present value of future premiums. The
Company sets the interest, mortality, and persistency assumptions in the year of issue and includes a provision for adverse deviation. The provision for adverse deviation is intended to provide
coverage for the risk that actual experience may be worse than locked-in best-estimate assumptions. These liabilities are contingent upon the death of the insured while the policy is in force. The
Company derives mortality assumptions from both company-specific and industry statistics. The
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Company discounts future benefits at interest rates that vary by year of policy issue. These rates are initially set to be consistent with portfolio rates at the time of issue, and are graded to a lower
rate, such as the statutory valuation interest rate, over time. Assumptions are set at the time each product is introduced and are not updated for actual experience unless the total product liability
amount is determined to be inadequate to cover future policy benefits.
 

Policy and Contract Claims
 

Liabilities for policy and contract claims primarily represent liabilities for claims under group health insurance policies and are established on the basis of reported losses (case
basis method). The Company also provides for claims incurred but not reported (IBNR), based on expected loss ratios, claims paying completion patterns and historical experience. The
Company reviews estimates for reported but unpaid claims and IBNR quarterly. Any necessary adjustments are reflected in current operating results. If expected loss ratios increase or expected
claims paying completion patterns extend, the IBNR claim liability increases.
 

Stock-based Compensation
 

The Company accounts for stock-based compensation based on the fair value of the awards on the grant date. Compensation expense for these awards is recognized over the
requisite service period, using the straight-line method. See Note 15 for further discussion.
 

Income Taxes
 

Income taxes have been determined using the liability method. The provision for income taxes has two components: amounts currently payable or receivable and deferred income
taxes. The deferred income taxes are calculated as the difference between the book and tax bases of the appropriate assets and liabilities and are measured using enacted tax rates. Deferred tax
assets are recognized only to the extent that it is probable that future tax profits will be available. A valuation allowance is established where deferred tax assets cannot be recognized.
 

Adoption of New Accounting Pronouncements
 

ASU 2010-20, Disclosures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses
 

In July 2010, the FASB issued ASU 2010-20, Receivables (ASC Topic 310)—Disclosures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses.
This guidance increases required disclosure about financing receivables, including credit risk exposures and the allowance for credit losses; however, it does not change how credit losses are
measured or recognized. It requires, on a disaggregated basis, new disclosures regarding allowances for credit losses, the credit quality of financing receivables, and loan impairments. The
Company adopted this guidance as of December 31, 2010, for its financing receivables, primarily investments in mortgage loans. See Note 6 for the Company’s disclosures related to mortgage
loans.
 

ASU 2010-6, Improving Disclosures about Fair Value Measurement
 

In January 2010, the FASB issued ASU 2010-06, Fair Value Measurements and Disclosures (ASC Topic 820)—Improving Disclosures about Fair Value Measurement. The
guidance in this ASU requires additional disclosures about an entity’s fair value measurements, including information about inputs to Level 2 measurements, gross transfers into and out of
Levels 1 and 2, and information about activity for Level 3
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measurements on a gross basis. It also clarifies the level of disaggregation required for existing fair value disclosures. The Company adopted this guidance on January 1, 2010, except for the
provisions regarding activity for Level 3 measurements presented on a gross basis which, as permitted by the guidance, will be adopted on January 1, 2011. See Note 7 for the Company’s
disclosures related to fair value measurements.
 

ASC 810-10 (formerly SFAS No. 167), Amendments to FASB Interpretation No. 46(R)
 

In June 2009, the Financial Accounting Standards Board (FASB) issued SFAS No. 167 (ASC 810-10), Amendments to FASB Interpretation No. 46(R), which provides guidance for
determining whether an entity is a variable interest entity (VIE); assessing which enterprise, if any, has a controlling financial interest in a VIE; and providing additional disclosures about
involvement with such entities. This guidance changes the basis for determining the primary beneficiary of a VIE from a quantitative analysis to a primarily qualitative analysis and requires
reassessment of this determination at each reporting period. The Company adopted this guidance on January 1, 2010, and it did not change the Company’s previous conclusions regarding its
VIEs, which consist primarily of investments in limited partnerships.
 

ASC 320-10 (formerly FSP SFAS 115-2 and SFAS 124-2) Other-than-Temporary Impairments (OTTI)
 

In April 2009, the FASB issued FASB Staff Position (FSP) SFAS 115-2 and SFAS 124-2 (ASC 320-10), Recognition and Presentation of Other-than-Temporary Impairments. This
guidance amends OTTI guidance for fixed maturities and modifies the OTTI presentation and disclosure requirements for both fixed maturities and equity securities. Under this guidance, if a
credit loss exists, it is recognized in earnings, whereas the portion due to other factors is recognized in other comprehensive income (loss). The Company elected to prospectively adopt the
guidance effective January 1, 2009, which resulted in an increase of $15.7 (net of taxes of $8.4) to the opening balance of retained earnings with a corresponding decrease to AOCI.
 

To determine the cumulative effect of adoption, the Company compared the present value of cash flows expected to be received as of January 1, 2009, to the amortized cost basis
of the fixed maturities. The cumulative effect adjustment increased the amortized cost of our fixed maturity securities, primarily corporate securities, by $24.1.
 

ASC 825-10 (formerly SFAS No. 159), Fair Value Option
 

On January 1, 2008, the Company prospectively adopted SFAS No. 159 (ASC 825-10), The Fair Value Option for Financial Assets and Financial Liabilities. The Statement allows
companies to make an election, on an individual instrument basis, to report financial assets and liabilities at fair value. The election must be made at the inception of a transaction, or for existing
financial assets and liabilities at the time of adoption, and may not be reversed. The Company elected the fair value option for certain of its investments in common stock, which are presented as
trading securities, and its investments in private equity and hedge funds, regardless of ownership percentage, which are presented as investments in limited partnerships. The Company recorded
an adjustment to increase retained earnings as of January 1, 2008 and increase accumulated other comprehensive loss by $29.4, or $19.1 net of taxes, to reclassify net unrealized gains as a result
of adoption.
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Accounting Pronouncements Not Yet Adopted
 

ASU 2010-15, How Investments Held through Separate Accounts Affect an Insurer’s Consolidation Analysis of Those Investments
 

In April 2010, the FASB issued ASU 2010-15, Financial Services—Insurance (Topic 944)—How Investments Held through Separate Accounts Affect an Insurer’s Consolidation
Analysis of Those Investments. This guidance clarifies that an insurer should only consider its ownership interests held within its general account when determining if it holds a controlling
interest in an investment, thus excluding interests held in a separate account from the analysis. It does not change the guidance for consolidating investments when the general account holds a
controlling interest. The Company will adopt this guidance on January 1, 2011 when it becomes effective, which will not change the Company’s current practice of excluding ownership
interests held in its separate account from its consolidation analysis.
 

ASU 2010-26, Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts
 

In October 2010, the FASB issued ASU 2010-26, Financial Services—Insurance (Topic 944)—Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts.
This guidance limits the amounts of deferrable acquisition costs to those incremental costs directly related to the successful acquisition of an insurance contract and clarifies which costs are
included in that definition. Additionally, advertising costs must meet existing GAAP guidance for capitalization of advertising costs to be deferred under ASC 944. The guidance is effective for
fiscal years beginning after December 15, 2011. Retrospective application, as well as early adoption, are permitted, but not required. The Company will adopt this guidance on January 1, 2012
and is evaluating the method and impact of adopting this guidance.
 

3.  Earnings Per Share
 

Basic earnings per share represents the amount of earnings for the period available to each share of common stock outstanding during the reporting period. Diluted earnings per
share represents the amount of earnings for the period available to each share of common stock outstanding during the reporting period, adjusted for the potential issuance of common stock if
dilutive.
 

The Company’s outstanding warrants, exercisable for 18.976 common shares, are considered participating securities, which are potential common stock securities that are included
in weighted-average common shares outstanding for purposes of computing basic and diluted earnings per share using the two-class method. The warrants are considered participating securities
because the terms of the agreements entitle the holders to receive any dividends declared on the common stock concurrently with the holders of outstanding shares of common stock, on a
one-to-one basis.
 

The Company has issued equity instruments to employees that are included in the computation of earnings per share, weighted for the portion of the period the shares were
outstanding. These instruments include restricted stock, stock options and shares issued under the employee stock purchase plan. Refer to Note 15 for discussion of these plans.
 

Certain of the restricted shares are considered participating securities because the holders are entitled to receive any dividends declared on the common stock concurrently with the
holders of outstanding shares of common stock, on a one-to-one basis. Participating restricted stock is included in basic and diluted earnings per share based on the application of the two-class
method. Non-participating restricted stock is included in diluted earnings per share based on the application of the treasury stock method. Estimated shares to be issued
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under the employee stock purchase plan were included in diluted earnings per share based on the application of the treasury stock method.
 

For the year ended December 31, 2010, 2.950 stock options were excluded from the computation of diluted earnings per share, based on the application of the treasury stock
method, because they were antidilutive. There were no antidilutive awards outstanding as of December 31, 2009 or 2008. Also, performance units granted during 2010 were also excluded from
the computation of diluted earnings per share, because the Company has a historical practice of and intent to settle these awards in cash. Refer to Note 17 for discussion of the performance
units.
 

The following table presents information relating to the Company’s calculations of basic and diluted earnings per share:
 
             

  Years Ended December 31,  
  2010   2009   2008  
  (In millions, except per share data)  

 

Numerator:             
Net income, as reported   $200.9   $128.3   $22.1 

             

Denominator:             
Weighted-average common shares outstanding—basic   135.609   111.622   111.622 

Add: Dilutive effect of equity instruments   0.009   0.004   — 
             

Weighted-average common shares outstanding—diluted   135.618   111.626   111.622 
             

Net income per common share:             
Basic   $1.48   $1.15   $0.20 
Diluted   $1.48   $1.15   $0.20 
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4.  Investments
 

The following tables summarize the Company’s available-for-sale fixed maturities and marketable equity securities. The OTTI in AOCI represent the amount of cumulative non-
credit OTTI losses transferred to, or recorded in, AOCI for securities that also have a credit-related impairment.
 
                     

              Other-Than-  
  Cost or   Gross   Gross      Temporary  
  Amortized   Unrealized   Unrealized   Fair   Impairments in  
  Cost   Gains   Losses   Value   AOCI  
 

As of December 31, 2010                     
Fixed maturities:                     

U.S. government and agencies   $30.3   $2.8   $—   $33.1   $(0.1)
State and political subdivisions   462.9   5.3   (15.4)   452.8   (0.2)
Corporate securities   13,891.7   855.3   (205.6)   14,541.4   (26.2)
Residential mortgage-backed securities   3,707.2   148.9   (54.5)   3,801.6   (40.0)
Commercial mortgage-backed securities   1,782.2   115.2   (10.1)   1,887.3   (3.3)
Other debt obligations   542.2   35.8   (12.4)   565.6   (6.4)

                     

Total fixed maturities   20,416.5   1,163.3   (298.0)   21,281.8   (76.2)
Marketable equity securities, available-for-sale   52.8   0.1   (7.8)   45.1   — 
                     

Total   $20,469.3   $1,163.4   $(305.8)   $21,326.9   $(76.2)
                     

 
                     

              Other-Than-  
  Cost or   Gross   Gross      Temporary  
  Amortized   Unrealized   Unrealized   Fair   Impairments in  
As of December 31, 2009  Cost   Gains   Losses   Value   AOCI  
 

Fixed maturities:                     
U.S. government and agencies   $41.6   $2.4   $(0.1)   $43.9   $(0.1)
State and political subdivisions   518.4   1.9   (37.3)   483.0   (1.3)
Corporate securities   12,300.2   483.8   (384.0)   12,400.0   (32.3)
Residential mortgage-backed securities   3,532.1   105.3   (101.0)   3,536.4   (39.9)
Commercial mortgage-backed securities   1,805.6   44.5   (60.7)   1,789.4   (4.0)
Other debt obligations   355.8   13.1   (27.3)   341.6   (4.3)

                     

Total fixed maturities   18,553.7   651.0   (610.4)   18,594.3   (81.9)
Marketable equity securities, available-for-sale   52.6   0.1   (16.0)   36.7   — 
                     

Total   $18,606.3   $651.1   $(626.4)   $18,631.0   $(81.9)
                     

 

Of the U.S. government and agencies securities, agencies comprised $13.9 and $23.7 of the fair value as of December 31, 2010 and 2009, respectively.
 

As of December 31, 2010 and 2009, the Company had $83.0 and $51.8, respectively, of convertible fixed maturities recorded at fair value.
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As of December 31, 2010, financial institutions, U.S. federal government, and industrials industries represented 19.0%, 18.6% and 12.4%, respectively, of the Company’s
investments in fixed maturity and marketable equity securities at fair value.
 

As of December 31, 2009, financial institutions, U.S. federal government, and industrials industries represented 21.7%, 18.6% and 11.6%, respectively, of the Company’s
investments in fixed maturity and marketable equity securities at fair value.
 

The following tables summarize gross unrealized losses and fair values of the Company’s available-for-sale investments. For fixed maturities, gross unrealized losses include the
portion of OTTI recorded in AOCI. The tables present separately those securities that have been in a continuous unrealized loss position for less than twelve months and for twelve months or
more.
 
                         

  Less Than 12 Months   12 Months or More  
     Gross         Gross     
  Fair   Unrealized   # of   Fair   Unrealized   # of  
As of December 31, 2010  Value   Losses   Securities  Value   Losses   Securities 
 

Fixed maturities:                         
State and political subdivisions   139.1   (3.3)   19   146.9   (12.1)   24 
Corporate securities   2,191.5   (92.2)   203   897.7   (113.4)   105 
Residential mortgage-backed securities   525.8   (18.6)   37   273.1   (35.9)   42 
Commercial mortgage-backed securities   160.5   (2.9)   26   63.2   (7.2)   17 
Other debt obligations   41.4   (0.8)   7   94.9   (11.6)   10 

                         

Total fixed maturities   $3,058.3   $(117.8)   292   $1,475.8   $(180.2)   198 
Marketable equity securities, available-for-sale   19.9   (0.7)   2   24.1   (7.1)   3 
                         

Total   $3,078.2   $(118.5)   294   $1,499.9   $(187.3)   201 
                         

 
                         

  Less Than 12 Months   12 Months or More  
     Gross         Gross     
  Fair   Unrealized   # of   Fair   Unrealized   # of  
As of December 31, 2009  Value   Losses   Securities  Value   Losses   Securities 
 

Fixed maturities:                         
U.S. government and agencies   $2.2   $(0.1)   1   $—   $—   — 
State and political subdivisions   67.7   (1.9)   18   299.7   (35.4)   49 
Corporate securities   1,377.6   (33.3)   148   2,442.6   (350.7)   284 
Residential mortgage-backed securities   579.9   (9.4)   30   404.6   (91.6)   65 
Commercial mortgage-backed securities   94.9   (1.4)   11   622.8   (59.3)   44 
Other debt obligations   37.8   (0.3)   6   89.6   (27.0)   15 

                         

Total fixed maturities   $2,160.1   $(46.4)   214   $3,859.3   $(564.0)   457 
Marketable equity securities, available-for-sale   —   —   —   36.3   (16.0)   5 
                         

Total   $2,160.1   $(46.4)   214   $3,895.6   $(580.0)   462 
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Based on the National Association of Insurance Commissioners (NAIC) ratings, as of December 31, 2010 and 2009, the Company held below-investment-grade fixed maturities
with fair values of $1,257.5 and $1,032.1, respectively, and amortized costs of $1,321.2 and $1,165.1, respectively. These holdings amounted to 5.9% and 5.6% of the Company’s investments in
fixed maturities at fair value as of December 31, 2010 and 2009, respectively.
 

As of December 31, 2010 and 2009, $3,968.0, or 69.7%, and $3,458.3 or 64.9%, respectively, of the Company’s mortgage-backed securities were agency securities. The remaining
$1,720.9 and $1,867.5, respectively, consisted of non-agency securities. Of these non-agency securities $1,240.1, or 72.1%, and $1,338.6, or 71.7%, respectively, were AAA-rated commercial
mortgage-backed securities, and $329.7, or 19.2%, and $378.0, or 20.2%, were residential mortgage-backed securities classified as prime. Based on a review of the characteristics of their
underlying mortgage loan pools, such as credit scores and financial ratios, the Company classified $111.3 and $125.5, of its non-agency residential mortgage-backed securities as Alt-A as of
December 31, 2010 and 2009, respectively, as each has overall collateral credit quality between prime and subprime. Of the securities classified as Alt-A, 88.1% and 90.7% had an NAIC rating
of 1 as of December 31, 2010 and 2009, respectively. As of December 31, 2010, the Company had no mortgage-backed securities classified as subprime, and as of December 31, 2009, $0.2 was
classified as subprime.
 

The following table summarizes the amortized cost and fair value of fixed maturities as of December 31, 2010, by contractual years to maturity. Expected maturities will differ
from contractual maturities because borrowers may have the right to call or prepay obligations with or without prepayment penalties.
 
         

  Cost or     
  Amortized   Fair  
  Cost   Value  

 

One year or less   $583.5   $591.7 
Over one year through five years   3,247.9   3,439.7 
Over five years through ten years   5,606.2   5,947.8 
Over ten years   5,004.0   5,109.5 
Residential mortgage-backed securities   3,707.2   3,801.6 
Commercial mortgage-backed securities   1,782.2   1,887.3 
Other   485.5   504.2 
         

Total fixed maturities   $20,416.5   $21,281.8 
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The following table summarizes the Company’s net investment income:
 
             

  Years Ended December 31,  
  2010   2009   2008  

 

Fixed maturities   $1,119.9   $1,048.1   $930.7 
Marketable equity securities, available-for-sale   3.4   3.4   3.4 
Marketable equity securities, trading   3.0   2.5   2.7 
Mortgage loans   89.1   67.4   59.4 
Policy loans   4.3   4.4   4.5 
Investments in limited partnerships   (4.3)   (0.1)   (36.4)
Other   4.9   7.5   11.5 

             

Total investment income   1,220.3   1,133.2   975.8 
Investment expenses   (20.9)   (19.6)   (19.3)
             

Net investment income   $1,199.4   $1,113.6   $956.5 
             

 

The fair value of investments in fixed maturities that have not produced income for the last twelve months was $5.5 and $65.6 at December 31, 2010 and 2009, respectively.
 

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

  Years Ended December 31,  
  2010   2009   2008  

 

Fixed maturities:             
Gross gains on sales   $31.3   $25.5   $10.3 
Gross losses on sales   (10.1)   (23.3)   (7.0)
Other-than-temporary impairments   (20.9)   (86.5)   (86.4)
Other (1)   16.5   9.7   (11.1)

             

Total fixed maturities   16.8   (74.6)   (94.2)
Marketable equity securities, trading (2)   32.6   36.4   (64.5)
Other invested assets   (5.0)   (2.7)   (5.2)
Deferred policy acquisition costs adjustment   (4.6)   11.6   5.9 

             

Net realized investment gains (losses)   $39.8   $(29.3)   $(158.0)
             

 

 

(1) This includes gains (losses) on calls and redemptions. Also included are changes in the fair value of the Company’s convertible securities held as of period end totaling $5.4, $10.1, and
$(7.1) for the years ended December 31, 2010, 2009 and 2008, respectively.

 

(2) This includes $34.5, $28.3, and $(60.7) of net gains for the years ended December 31, 2010, 2009, and 2008, respectively, related to changes in fair value of trading securities held as of
period end.

 

Other-Than-Temporary Impairments
 

During 2010, the Company recorded OTTI charges in earnings on fixed maturities totaling $20.9. The largest write-downs were from investments in the financial industry, totaling
$8.3, or 39.7%; the industrial industry, totaling $6.7, or 32.1%; and the utilities industry, totaling $2.2, or 10.5%. During 2009, the Company
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recorded OTTI charges on fixed maturities totaling $86.5. The largest write-downs were from investments in the financial industry, totaling $43.8, or 50.6%; the consumer discretionary
industry, totaling $21.2, or 24.5%; and the materials industry, totaling $12.0, or 13.9%. During 2008, the Company recorded OTTI charges of $86.4. The largest write-downs were from
investments in the materials industry, totaling $25.3, or 29.3%; the financial industry, totaling $22.3, or 25.8%; and the consumer discretionary industry, totaling $12.6, or 14.6%.
 

The Company’s review of investment securities 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, for fixed maturities, whether expected future cash flows indicate that a credit loss exists.
 

While all securities are monitored for impairment, the Company’s experience indicates that securities for which the cost or amortized cost exceeds fair value by less than 20% do
not 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 cost or amortized cost;
 

 •    The 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;
 

 •    Any reduction or elimination of dividends or nonpayment of scheduled interest payments;
 

 •    Other indications that a credit loss has occurred; and
 

 •    For fixed maturities, the Company’s intent to sell or whether it is more likely than not the Company will be required to sell the fixed maturity prior to recovery of its
amortized cost, considering any regulatory developments and the Company’s liquidity needs.

 

For fixed maturities, if the Company determines that the present value of the cash flows expected to be collected is less than the amortized cost of the security (i.e., a credit loss
exists), the Company concludes that an OTTI has occurred. In order to determine the amount of the credit loss, the Company calculates the recovery value by discounting the current
expectations of future cash flows it expects to recover. The discount rate is the effective interest rate implicit in the underlying fixed maturity. The effective interest rate is the original effective
yield for corporate securities, or current effective yield for mortgage-backed securities.
 

Determination of OTTI on Corporate Securities
 

To determine the recovery value, credit loss or intent to sell for a corporate security, the Company performs an analysis related to the underlying issuer including, but not limited to,
the following:
 

 •    Expected cash flows of the issuer;
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 •    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, compared to the price at which the market is trading;
 

 •    Earnings multiples for an issuer’s industry or sector of the industry, divided by the outstanding debt to determine an expected recovery value of the security in the case of
a liquidation;

 

 •    Expectations regarding defaults and recovery rates;
 

 •    Changes to the rating of the security by a rating agency; and
 

 •    Additional market information.
 

Determination of OTTI on Structured Securities
 

To determine the recovery value, credit loss or intent to sell for a structured security, including residential mortgage-, commercial mortgage- and other asset-backed securities, the
Company performs an analysis related to the underlying issuer including, but not limited to, the following:
 

 •    Discounted cash flow analysis based on the future cash flows the Company expects to recover;
 

 •    Level of creditworthiness;
 

 •    Delinquency ratios and loan-to-value ratios;
 

 •    Average cumulative collateral loss, vintage year and level of subordination;
 

 •    Susceptibility to fair value fluctuations due to changes in the interest rate environment;
 

 •    Susceptibility to variability of prepayments; and
 

 •    Susceptibility to reinvestment risk.
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The following table presents the severity and duration of the gross unrealized losses on the Company’s underwater available-for-sale securities, after the recognition of OTTI:
 
                 

  As of December 31, 2010  As of December 31, 2009 
     Gross      Gross  
     Unrealized      Unrealized  
  Fair Value  Losses   Fair Value  Losses  
 

Fixed maturities                 
Underwater by 20% or more:                 

Less than 6 consecutive months   $69.1   $(23.7)   $103.4   $(28.4)
6 consecutive months or more   93.9   (36.2)   517.9   (229.5)

                 

Total underwater by 20% or more   163.0   (59.9)   621.3   (257.9)
All other underwater fixed maturities   4,371.1   (238.1)   5,398.1   (352.5)

                 

Total underwater fixed maturities   $4,534.1   $(298.0)   $6,019.4   $(610.4)
                 

Marketable equity securities, available-for-sale                 
Underwater by 20% or more:                 

Less than 6 consecutive months   $—   $—   $—   $— 
6 consecutive months or more   1.7   (4.4)   35.6   (15.9)

                 

Total underwater by 20% or more   1.7   (4.4)   35.6   (15.9)
All other underwater marketable equity securities, available-for-sale   42.3   (3.4)   0.7   (0.1)

                 

Total underwater marketable equity securities, available-for-sale   $44.0   $(7.8)   $36.3   $(16.0)
                 

 

As of December 31, 2010, $17.4, or 48.1%, of the unrealized losses on fixed maturities underwater by more than 20% for a period of six months or more related to investment-
grade securities. Unrealized losses on investment-grade securities are principally related to changes in interest rates or changes in the issuer and the sector-related credit spreads since the
securities were acquired.
 

The Company reviewed its investments in fixed maturities with unrealized losses at the end of 2010 and 2009 in accordance with its impairment policy. The Company’s evaluation
determined, after the recognition of other-than-temporary impairments, that the remaining declines in fair value were temporary, as it did not intend to sell these fixed maturities and it was not
more likely than not that it will be required to sell the fixed maturities before recovery of amortized cost. This conclusion is supported by the Company’s cash flow modeling and expected
continuation of contractually required principal and interest payments.
 

As of December 31, 2010 and 2009, the Company did not intend to sell its underwater available-for-sale marketable equity securities, primarily consisting of non-redeemable
preferred stock, and it had the intent and ability to hold them until recovery. Therefore, the Company concluded that the declines in fair value of these securities were temporary.
 

Prior to January 1, 2009, when a loss was determined to be other-than-temporary, the Company recorded an impairment charge equal to the difference between the fair value and
the amortized cost basis of the security within net realized investment gains (losses) in the Company’s consolidated statements of income. The fair value of the other-than-temporarily impaired
investment became its new cost basis. The Company also recorded an impairment charge if it did not have the intent and/or the ability to hold the security until the fair value was expected to
recover to amortized cost or until maturity, resulting in a charge recorded for a security that may not have had a credit risk.
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Changes in the amount of credit-related OTTI recognized in net income where the portion related to other factors was recognized in other comprehensive income (loss) were as
follows:
 
         

  Years Ended December 31, 
  2010   2009  

 

Balance, beginning of period   $69.6   $73.0 
Increases recognized in the current period:         

For which an OTTI was not previously recognized   12.3   37.2 
For which an OTTI was previously recognized   3.0   20.6 

Decreases attributable to:         
Securities sold or paid down during the period   (16.9)   (38.0)
Previously recognized credit losses on securities impaired during the period due to a change in intent to sell (1)   —   (23.2)

         

Balance, end of period   $68.0   $69.6 
         

 

 

(1) Represents circumstances where the Company determined in the current period that it intends to sell the security or it is more likely than not that it will be required to sell the security prior
to recovery of its amortized cost.

 

5.  Derivative Financial Instruments
 

Derivatives are instruments whose values are derived from underlying instruments, indices or rates; have a notional amount; and can be net settled. This may include derivatives
that are “embedded” in financial instruments or in certain existing assets or liabilities. The Company uses derivative financial instruments, including options, as a means of hedging exposure to
equity price changes.
 

S&P 500 Index Options
 

The Company has a closed block of fixed indexed annuity (FIA) product that credits policyholders’ accounts based on a percentage of the gain in the S&P 500 Index. In connection
with this product, the Company has a hedging program with the objective to hedge the exposure to changes in the S&P 500 Index. This program consists of buying S&P 500 Index options.
Although the Company uses index options to hedge the equity return component of the FIA, the options do not qualify as hedging instruments or for hedge accounting treatment. Accordingly,
the options are recorded at fair value as free-standing derivative assets in other invested assets, with the impact of changes in the options’ fair value recorded in net realized investment gains
(losses). The Company recognized pre-tax gains (losses) on these options of $0.3, $0.8 and $(2.9) for the years ended December 31, 2010, 2009 and 2008, respectively.
 

The notional amount of the options purchased to hedge the Company’s 2010 exposure to changes in the S&P 500 Index was $30.0. These options had a fair value of $1.8 as of
December 31, 2009, and were settled on December 31, 2010. The notional amount of the options purchased in 2010 to hedge the Company’s 2011 exposure to changes in the S&P 500 Index
was $35.0. These options had a fair value of $1.8 as of December 31, 2010.
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6.  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. All loans are underwritten consistently using standards based on loan-to-value (LTV) ratios and debt-service coverage ratios (DSCR) as well as detailed
market, property and borrower analyses. The Company’s mortgage loan portfolio is considered a single portfolio segment and class of financing receivable, which is consistent with how the
Company assesses and monitors the risk and performance of the portfolio. A large majority of these loans have personal guarantees and all loans are inspected and evaluated annually. The
Company’s mortgage loan portfolio is diversified by geographic region, loan size and scheduled maturities. As of December 31, 2010, 31.0% of our commercial mortgage loans were located in
California, 15.7% were located in Washington and 9.8% were located in Texas. Individual loans generally do not exceed $15.0.
 

Allowance for Mortgage Loans
 

The allowance for losses on mortgage loans provides for the risk of credit loss inherent in the lending process. The allowance includes a portfolio reserve for probable incurred but
not specifically identified losses and, as needed, specific reserves for non-performing loans. The allowance for losses on mortgage loans is evaluated as of each reporting period and adjustments
are recorded when appropriate. 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 that have an LTV ratio of less than 65% but 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—All loans with an LTV ratio greater than 80%, or loans which have an LTV ratio between 65% and 80%, and a DSCR of less than 1.50.
 

The following table sets forth the Company’s mortgage loans by risk category:
 
                 

  As of December 31, 2010   As of December 31, 2009 
     % of Credit      % of Credit  
  Carrying   Quality   Carrying   Quality  
  Value   Indicators   Value   Indicators  

 

Lower Risk   $917.5   53.3%  $735.9   61.0%
Medium Risk   430.4   25.0   239.3   19.8 
Higher Risk   372.3   21.7   231.7   19.2 

                 

Credit quality indicator total   1,720.2   100.0%  1,206.9   100.0%
Other (1)   (7.2)       (7.3)     

                 

Total   $1,713.0       $1,199.6     
                 

 

 

(1) Other includes the allowance for loan losses, deferred fees and costs, and a 2004 purchase accounting adjustment.
 

In developing its portfolio reserve for incurred but not specifically identified losses the Company evaluates loans by risk category as well as its past loan experience, commercial
real estate market conditions,
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and third party data for expected losses on loans with similar LTV ratios and DSCRs. For existing loans the Company’s LTV ratios and DSCRs are updated each year between June 1 and
September 30.
 

Specific reserves are established for non-performing loans, which are those loans that are more than 90 days past due on payment or for which the Company considers it probable
that amounts due according to the terms of the loan agreement will not be collected. The following table summarizes the Company’s allowance for mortgage loan losses:
 
             

  As of December 31,  
  2010  2009  2008 

 

Allowance at beginning of period   $8.2   $5.0   $4.2 
Provision for specific loans   —   2.2   — 
Provision for loans not specifically identified   1.1   1.0   0.8 
Write-off for foreclosed property   (2.2)   —   — 
             

Allowance at end of period   $7.1   $8.2   $5.0 
             

 

As of December 31, 2010 all borrowers were current on loan payments. No loans were considered non-performing or were specifically evaluated and identified as impaired. As of
December 31, 2009 one loan, with an unpaid principal balance of $3.9, was considered non-performing and specifically reserved for. As of December 31, 2008 no loans were considered non-
performing or were specifically evaluated and identified as impaired.
 

7.  Fair Value of Financial Instruments
 

The Company determines the fair value of its financial instruments based on the fair value hierarchy, which requires an entity to maximize its use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. The Company has categorized its financial instruments, based on the priority of the inputs to the valuation technique, into
the three-level hierarchy. The fair value hierarchy 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 in the fair value hierarchy within which the fair value measurement falls is determined based on the lowest-level input that is significant to the fair value
measurement. The Company’s financial assets recorded at fair value on the consolidated balance sheets are categorized as follows:
 

 •    Level 1—Unadjusted quoted prices in active markets for identical instruments. This level primarily consists of exchange-traded marketable equity securities and actively
traded mutual fund investments.

 

 •    Level 2—Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active and model-derived
valuations whose inputs are observable or whose significant value drivers are observable. This level includes those financial instruments that are valued using industry-
standard pricing methodologies, models or other valuation methodologies. All significant inputs are observable, derived from observable information in the marketplace
or are supported by observable levels at which transactions are executed in the market place. Financial instruments in this category primarily include certain public and
private corporate fixed maturities, government or agency securities and certain mortgage-backed securities.
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 •    Level 3—Instruments whose significant value drivers are unobservable. This comprises 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 category may also utilize non-binding broker quotes. This category primarily consists of certain less liquid fixed maturities, including corporate
private placement securities and investments in private equity and hedge funds.

 

The following tables present the financial instruments carried at fair value under the valuation hierarchy described above for assets accounted for at fair value on a recurring basis.
The Company has no financial liabilities accounted for at fair value on a recurring basis:
 
                     

  As of December 31, 2010  
  Fair Value  Level 1   Level 2   Level 3  Level 3% 

 

Types of Investments                     
Fixed maturities, available-for-sale:                     

U.S. government and agencies   $33.1   $—   $33.1   $—   — 
State and political subdivisions   452.8   —   452.8   —   — 
Corporate securities   14,541.4   —   13,786.8   754.6   3.3%
Residential mortgage-backed securities   3,801.6   —   3,801.6   —   — 
Commercial mortgage-backed securities   1,887.3   —   1,868.2   19.1   0.1 
Other debt obligations   565.6   —   412.4   153.2   0.7 

                     

Total fixed maturities, available-for-sale   21,281.8   —   20,354.9   926.9   4.1 
Marketable equity securities, available-for-sale   45.1   43.3   —   1.8   0.0 
Marketable equity securities, trading   189.3   188.7   —   0.6   0.0 
Investments in limited partnerships (1)   36.5   —   —   36.5   0.2 
Other invested assets   6.4   2.6   —   3.8   0.0 
                     

Total investments carried at fair value   21,559.1   234.6   20,354.9   969.6   4.3 
Separate account assets   881.7   881.7   —   —   — 
                     

Total   $22,440.8   $1,116.3   $20,354.9   $969.6   4.3%
                     

 

 

(1) Includes investments in private equity and hedge funds.
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  As of December 31, 2009  
  Fair Value  Level 1   Level 2   Level 3   Level 3% 

 

Types of Investments                     
Fixed maturities, available-for-sale:                     

U.S. government and agencies   $43.9   $—   $43.9   $—   — 
State and political subdivisions   483.0   —   475.8   7.2   0.0%
Corporate securities   12,400.0   —   11,552.9   847.1   4.3 
Residential mortgage-backed securities   3,536.4   —   3,285.9   250.5   1.3 
Commercial mortgage-backed securities   1,789.4   —   1,765.4   24.0   0.1 
Other debt obligations   341.6   —   286.9   54.7   0.3 

                     

Total fixed maturities, available-for-sale   18,594.3   —   17,410.8   1,183.5   6.0 
Marketable equity securities, available-for-sale   36.7   34.9   —   1.8   0.0 
Marketable equity securities, trading   154.1   153.8   —   0.3   0.0 
Investments in limited partnerships (1)   24.7   —   —   24.7   0.2 
Other invested assets   6.7   2.1   —   4.6   0.0 
                     

Total investments carried at fair value   18,816.5   190.8   17,410.8   1,214.9   6.2 
Separate account assets   840.1   840.1   —   —   — 
                     

Total   $19,656.6   $1,030.9   $17,410.8   $1,214.9   6.2%
                     

 

 

(1) Includes investments in private equity and hedge funds.
 

Fixed Maturities
 

The vast majority of the Company’s fixed maturities 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 December 31, 2010 and 2009, pricing services provided prices for 95.6% and 93.6% of the Company’s fixed maturities, respectively.
 

The pricing services provide prices where observable inputs are available. The Company’s pricing services utilize evaluated pricing models that vary by asset class. If sufficient
objectively verifiable information about a security’s valuation is not available, the pricing services will not provide a valuation for the security.
 

The Company performs an analysis on the prices received from the pricing services to ensure they represent a reasonable estimate of fair value and to gain assurance on the overall
reasonableness and consistent application of input assumptions, valuation methodologies and compliance with accounting standards for fair value determination. This analysis is performed
through evaluation of pricing methodologies and inputs, analytical reviews of certain prices between reporting periods and back-testing of selected sales activity to determine whether there were
significant differences between the market price used to value the security prior to sale and the actual sales price. Based upon this analysis, the Company has not adjusted prices obtained from
the pricing services and multiple prices for these securities are not obtained.
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In situations where the Company is unable to obtain sufficient market-observable information to estimate the fair value of a security, the security’s fair value is determined using
internal pricing models. These models typically utilize significant, unobservable market inputs or inputs that are difficult to corroborate with observable market data, and the resulting value is
considered a Level 3 measurement. This is generally the case for private placement securities and other securities the pricing services are unable to price.
 

As of December 31, 2010 and 2009, the Company had $892.9, or 4.2%, and $901.3, or 4.8%, of its fixed maturities invested in private placement securities, respectively. The
valuation of certain private placement securities requires significant judgment by management due to the absence of quoted market prices, the inherent lack of liquidity and the long-term nature
of such assets. The use of significant unobservable inputs in determining the fair value of the Company’s investments in private placement securities resulted in the classification of $815.4, or
91.3%, and $819.8, or 91.0%, as Level 3 measurements, as of December 31, 2010 and 2009, respectively.
 

Corporate Securities
 

As of December 31, 2010 and 2009, the fair value of the Company’s corporate securities classified as Level 2 measurements was $13,786.8 and $11,552.9, respectively. The
following table presents additional information about the composition of the Level 2 corporate securities:
 
                         

  As of December 31, 2010   As of December 31, 2009  
     %   # of      %   # of  
  Fair Value  of Total  Securities  Fair Value  of Total  Securities 

 

Significant Security Sectors:                         
Industrials   $2,444.7   17.7%  225   $1,923.4   16.6%  215 
Consumer staples   2,118.0   15.4   157   1,695.9   14.7   147 
Financials   1,862.1   13.5   260   1,750.5   15.2   285 
Utilities   1,738.2   12.6   194   1,771.6   15.3   216 

Weighted-average coupon rate   6.27%          6.55%        
Weighted-average remaining years to contractual maturity   12.2           13.3         

 

Corporate securities classified as Level 2 measurements are priced by independent pricing services, who utilize evaluated pricing models. 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. Because many corporate securities do not trade on a daily basis, evaluated pricing applications apply available information through processes such as benchmark curves,
benchmarking of like securities, sector groupings and matrix pricing to prepare evaluations.
 

As of December 31, 2010, 94.7% of the Level 3 corporate securities were privately placed securities. These securities were issued by entities primarily in the industrial sector,
21.6%, the financial sector, 21.2%, and the consumer discretionary sector, 15.9%.
 

As of December 31, 2009, 91.9% of the Level 3 corporate securities were privately placed securities. These securities were issued by entities primarily in the financial sector,
22.9%, the industrial sector, 20.7%, and the materials sector, 15.6%.
 

The valuation of these privately placed Level 3 corporate securities requires significant judgment due to the absence of quoted market prices, the inherent lack of liquidity and the
duration of such assets. The fair
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values of these securities were determined using a discounted cash flow approach. The discount rate was based on the current Treasury curve, adjusted for credit and liquidity factors. The credit
factor adjustment, which is based on credit spreads to the Treasury curve for similar securities, varies for each security based on its quality and industry or sector. The illiquidity adjustment is
estimated based on illiquidity spreads observed in transactions involving similar securities. As of December 31, 2010 and 2009, the range of illiquidity adjustments varied from 0 to 50 basis
points.
 

The following table presents additional information about the quality of the Level 3 privately placed corporate securities:
 
                   

    As of December 31, 2010  As of December 31, 2009 
NAIC Rating  Comparable Standard & Poor’s rating  Fair Value  % of Total  Fair Value  % of Total 

 

1  AAA, AA, A   $118.6   16.6%  $153.5   19.2%
2  BBB   497.5   69.6   557.4   69.8 

3 – 6  BB & below   98.7   13.8   87.3   11.0 
                   

  Total   $714.8   100.0%  $798.2   100.0%
                   

 

Residential Mortgage-backed Securities
 

As of December 31, 2010 and 2009, the fair value of the Company’s residential mortgage-backed securities (RMBS) classified as Level 2 measurements was $3,801.6 and
$3,285.9, respectively. These securities were primarily fixed-rate, with a weighted-average coupon rate of 5.13% and 5.36% as of December 31, 2010 and 2009, respectively.
 

Agency securities composed 88.4% and 84.7% of the Company’s Level 2 RMBS as of December 31, 2010 and 2009, respectively. The following table presents additional
information about the composition of the Level 2 non-agency RMBS securities:
 
                 

  As of December 31, 2010  As of December 31, 2009 
  Fair Value  % of Total  Fair Value  of Total 

 

Standard & Poor’s equivalent rating:                 
AAA   $166.6   37.8%  $200.8   39.9%
AA through BBB   89.0   20.2   140.2   27.8 
BB & below   185.4   42.0   162.7   32.3 

                 

Total Non-agency RMBS   $441.0   100.0%  $503.7   100.0%
                 

Non-agency RMBS with super senior subordination   $259.2   58.8%  $300.3   59.6%
 

As of December 31, 2010 and 2009, the Company’s non-agency Level 2 RMBS had a weighted-average credit enhancement of 9.8%, and $181.8 and $191.3, or 41.2% and 38.0%,
respectively, had an origination or vintage year of 2004 and prior.
 

Level 2 RMBS securities are priced by independent pricing services, who utilize evaluated pricing models. 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. Because
many RMBS do not trade on a daily basis, evaluated pricing applications apply available information through processes such as benchmark curves, benchmarking of like securities, sector
groupings and matrix pricing to prepare evaluations. In addition, the pricing services use
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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.
 

Commercial Mortgage-backed Securities
 

As of December 31, 2010 and 2009, the fair value of the Company’s commercial mortgage-backed securities (CMBS) classified as Level 2 measurements was $1,868.2 and
$1,765.4, respectively. These were primarily non-agency securities, which comprised 68.3% and 76.8% of Level 2 CMBS as of December 31, 2010 and 2009, respectively. The non-agency
CMBS had an estimated weighted-average credit enhancement of 28.5% and 27.8% as of December 31, 2010 and 2009, respectively, and 94.3% and 92.4%, respectively, were in the most
senior tranche.
 

The Company’s Level 2 CMBS had a weighted-average coupon rate of 5.50% and 5.55% as of December 31, 2010 and 2009, respectively. As of December 31, 2010, 18.2% of the
underlying collateral for these securities was located in New York, 13.3% was located in California, and 7.1% was located in Texas. The underlying collateral primarily consisted of retail
shopping centers and office buildings, comprising 33.7% and 30.5%, respectively, as of December 31, 2010.
 

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

Marketable Equity Securities
 

Marketable equity securities are investments in common stock and certain nonredeemable preferred stocks, which primarily consist of investments in publicly traded companies
and actively traded mutual fund investments. The fair values of the Company’s marketable equity securities are based on quoted market prices in active markets for identical assets, which are
classified as Level 1 measurements.
 

Investments in Limited Partnerships
 

Investments in limited partnerships recorded at fair value are investments in private equity and hedge funds. The Company utilizes the fair value option for these investments,
regardless of ownership percentage, to standardize the related accounting and reporting.
 

The fair value for the Company’s investments in private equity and hedge funds is based upon the Company’s proportionate interest in the underlying partnership or fund’s net
asset value (NAV), which is deemed to approximate fair value. The Company is generally unable to liquidate these investments during the term of the partnership or fund, which range from five
to twelve years. As such, the Company classifies these securities as Level 3 measurements.
 

Separate Accounts
 

Separate account assets are primarily invested in mutual funds with published NAVs, which are classified as Level 1 measurements.
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Rollforward of Financial Instruments Measured at Fair Value on a Recurring Basis Using Significant Unobservable Inputs (Level 3)
 

The following table presents additional information about assets measured at fair value on a recurring basis and for which significant unobservable inputs (Level 3) were utilized to
determine fair value between January 1, 2010 and December 31, 2010:
 
                                     

                 Unrealized Gains (Losses)        
           Transfers In      Included in:        
  Balance as         and/or         Other   Realized   Balance as of  
  of January 1,         (Out) of      Net   Comprehensive   Gains   December 31,  
  2010   Purchases  Sales   Level 3 (1)  Other (2)  Income (3)  Income   (Losses) (3)  2010  

 

Types of Investments:                                     
State and political subdivisions   $7.2   $—   $—   $—   $(7.2)   $—   $—   $—   $— 
Corporate securities   847.1   56.8   (27.2)   12.8   (147.8)   —   13.5   (0.6)   754.6 
Residential mortgage-backed securities   250.5   —   —   (250.5)   —   —   —   —   — 
Commercial mortgage-backed securities   24.0   —   —   (1.3)   (5.1)   —   1.5   —   19.1 
Other debt obligations   54.7   —   —   (3.4)   89.9   —   16.4   (4.4)   153.2 

                                     

Total fixed maturities, available-for-sale   1,183.5   56.8   (27.2)   (242.4)   (70.2)   —   31.4   (5.0)   926.9 
Marketable equity securities, available-for-sale   1.8   —   —   —   —   —   —   —   1.8 
Marketable equity securities, trading   0.3   —   —   —   0.2   0.1   —   —   0.6 
Investments in limited partnerships   24.7   22.6   —   —   (14.8)   3.2   —   0.8   36.5 
Other invested assets   4.6   2.0   (0.3)   —   (3.1)   (0.1)   —   0.7   3.8 
                                     

Total Level 3   $1,214.9   $81.4   $(27.5)   $(242.4)   $(87.9)   $3.2   $31.4   $(3.5)   $969.6 
                                     

 

 

(1) Transfers into and/or out of Level 3 are reported at the value as of the beginning of the period in which the transfer occurs. Gross transfers into Level 3 were $14.9 for the year ended
December 31, 2010. Gross transfers out of Level 3 were $257.3 for the year ended December 31, 2010, of which $250.5 were related to reverse mortgages that are now priced by the
Company’s pricing services.

 

(2) Other is comprised of transactions such as pay downs, calls, amortization, and redemptions, as well as reclassifications between categories.
 

(3) Realized and unrealized gains and losses for investments in limited partnerships are included in net investment income.
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The following table presents additional information about assets measured at fair value on a recurring basis and for which significant unobservable inputs (Level 3) were utilized to
determine fair value between January 1, 2009 and December 31, 2009:
 
                                     

                 Unrealized Gains (Losses)        
           Transfers In      Included in:        
  Balance as         and/or         Other   Realized   Balance as of  
  of January 1,         (Out) of      Net   Comprehensive   Gains   December 31,  
  2009   Purchases  Sales   Level 3 (1)  Other (2)  Income (3)  Income   (Losses) (3)  2009  

 

Types of Investments:                                     
State and political subdivisions   $6.3   $—   $—   $(0.7)   $—   $—   $1.6   $—   $7.2 
Corporate securities   610.0   166.8   (4.1)   (14.3)   (38.2)   —   132.5   (5.6)   847.1 
Residential mortgage-backed securities   —   249.2   —   —   2.8   —   (1.5)   —   250.5 
Commercial mortgage-backed securities   24.4   —   —   1.2   (3.8)   —   2.2   —   24.0 
Other debt obligations   33.6   18.0   —   (1.2)   (2.3)   —   6.6   —   54.7 

                                     

Total fixed maturities, available-for-sale   674.3   434.0   (4.1)   (15.0)   (41.5)   —   141.4   (5.6)   1,183.5 
Marketable equity securities, available-for-sale   —   —   —   5.3   —   —   (3.5)   —   1.8 
Marketable equity securities, trading   0.2   —   —   —   —   0.1   —   —   0.3 
Investments in limited partnerships   56.3   4.8   (45.3)   —   —   6.1   —   2.8   24.7 
Other invested assets   2.4   3.4   —   —   (3.1)   (0.4)   —   2.3   4.6 
                                     

Total Level 3   $733.2   $442.2   $(49.4)   $(9.7)   $(44.6)   $5.8   $137.9   $(0.5)   $1,214.9 
                                     

 

 

(1) Transfers into and/or out of Level 3 are reported at the value as of the beginning of the period in which the transfer occurs. Gross transfers into Level 3 were $14.7 for the year ended
December 31, 2009. Gross transfers out of Level 3 were $24.4 for the year ended December 31, 2009.

 

(2) Other is comprised of transactions such as pay downs, calls, amortization, and redemptions. For corporate securities, this consists primarily of redemptions, of which $20.0 is related to a
single security.

 

(3) Realized and unrealized gains and losses for investments in limited partnerships are included in net investment income.
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The following table summarizes the carrying or reported values and corresponding fair values of financial instruments subject to fair value disclosure requirements:
 
                 

  As of December 31, 2010  As of December 31, 2009 
  Carrying      Carrying     
  Amount   Fair Value  Amount   Fair Value 

 

Financial assets:                 
Fixed maturities   $21,281.8   $21,281.8   $18,594.3   $18,594.3 
Marketable equity securities, available-for-sale   45.1   45.1   36.7   36.7 
Marketable equity securities, trading   189.3   189.3   154.1   154.1 
Mortgage loans   1,713.0   1,772.2   1,199.6   1,190.1 
Investments in limited partnerships:                 

Private equity and hedge funds   36.5   36.5   24.7   24.7 
Tax credit investments   150.4   152.6   85.5   89.9 

Other invested assets   12.6   12.6   12.2   12.2 
Cash and cash equivalents   274.6   274.6   257.8   257.8 
Separate account assets   881.7   881.7   840.1   840.1 

Financial liabilities:                 
Funds held under deposit contracts:                 

Deferred annuities   8,795.8   8,694.2   7,212.1   7,128.2 
Immediate annuities   6,670.4   7,188.9   6,724.4   6,937.8 

Notes payable:                 
Capital Efficient Notes (CENts)   149.8   140.9   149.8   118.5 
Senior notes   299.2   301.6   299.1   276.8 

 

Other Financial Instruments
 

Cash and cash equivalents are reported at cost, which approximates fair value.
 

The fair values of the Company’s mortgage loans were measured by discounting the projected future cash flows using the current rate at which the loans would be made to
borrowers with similar credit ratings and for the same maturities.
 

Investments in limited partnerships associated with tax credit investments are carried at amortized cost. Fair value was estimated based on the discounted cash flows over the
remaining life of the tax credits. The discount rate used was the original internal rate of return for each investment.
 

The Company estimates the fair values of funds held under deposit contracts related to investment-type contracts using an income approach, based on the present value of
discounted cash flows. Cash flows were projected using best estimates for lapses, mortality and expenses, and discounted at a risk-free rate plus a nonperformance risk spread. The carrying
value of this balance excludes $5,487.1 and $4,880.2 of liabilities related to insurance contracts as of December 31, 2010 and 2009, respectively.
 

The fair values of the Company’s notes payable were based on nonbinding quotes provided by third-parties. The fair value measurement assumes that liabilities were transferred to
a market participant of equal credit standing and without consideration for any optional redemption features.
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8.  Reinsurance
 

For the individual life business, the Company has reinsurance agreements that limit the maximum claim on a single individual to $0.5. The reinsurance agreements vary by product
and policy issue year. Most of the reinsurance recoverable relates to future policy benefits and is covered by coinsurance agreements where the reinsurer reimburses the Company based on a
percentage of claims, which ranges from 50% to 85%, as specified in the reinsurance contracts.
 

The Company reinsures 100% of its group long-term and short-term disability income business, except for short-term disability income insurance sold within the limited benefit
medical plan, which is not reinsured. The reinsurer is responsible for paying all claims.
 

The Company evaluates the financial condition of its reinsurers to minimize its exposure to losses from reinsurer insolvencies. The Company is not aware of any of its major
reinsurers currently experiencing material financial difficulties. The Company analyzes reinsurance recoverables according to the credit ratings of its reinsurers. Of the total amount due from
reinsurers as of both December 31, 2010 and 2009, 99.6% was with reinsurers rated A- or higher by A.M. Best. The Company had no reserve for uncollectible reinsurance in 2010 or 2009.
 

Reinsurance recoverables are composed of the following amounts:
 
         

  As of December 31, 
  2010   2009  
 

Life insurance         
Reinsurance recoverables on:         

Funds held under deposit contracts   $82.1   $77.9 
Future policy benefits   138.2   131.6 
Paid claims, expense allowance and premium tax recoverables   1.5   1.9 
Policy and contract claims   1.5   6.4 

         

Total life insurance and annuities   223.3   217.8 
Accident and health insurance         
Reinsurance recoverables on:         

Future policy benefits   54.2   55.9 
Paid claims, expense allowance and premium tax recoverables   1.0   0.8 
Policy and contract claims   2.3   2.1 

         

Total accident and health insurance   57.5   58.8 
         

Total reinsurance recoverables   $280.8   $276.6 
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The following table sets forth net life insurance in force:
 
             

  As of December 31,  
  2010   2009   2008  

 

Direct life insurance in force   $54,762.3   $54,813.1   $55,577.1 
Amounts assumed from other companies   204.2   199.9   223.1 
Amounts ceded to other companies   (23,887.4)   (24,245.9)   (24,190.0)
             

Net life insurance in force   $31,079.1   $30,767.1   $31,610.2 
             

Percentage of amount assumed to net   0.66%  0.65%  0.71%
 

The effect of reinsurance on premiums and policy fees, contract charges, and other was as follows:
 
             

  Years Ended December 31,  
  2010   2009   2008  

 

Premiums:             
Direct:             

Accident and health   $439.1   $437.4   $456.3 
Life insurance   87.7   87.6   90.0 

             

Total   526.8   525.0   546.3 
Assumed:             

Accident and health   0.5   0.4   0.6 
Life insurance   0.1   0.2   0.2 

             

Total   0.6   0.6   0.8 
Ceded:             

Accident and health   (13.2)   (12.6)   (13.6)
Life insurance   (41.2)   (42.9)   (47.4)

             

Total   (54.4)   (55.5)   (61.0)
             

Total premiums   473.0   470.1   486.1 
             

Policy fees and contract charges:             
Direct life insurance   112.0   109.6   105.3 
Ceded life insurance   (5.6)   (6.1)   (6.6)
             

Total policy fees and contract charges (1)   106.4   103.5   98.7 
             

Total premiums and other amounts assessed to policyholders   $579.4   $573.6   $584.8 
             

Percentage of amount assumed to total premiums and other amounts assessed to policyholders   0.10%  0.10%  0.14%
 

 

(1) Total policy fees and contract charges represents amounts charged to policyholders other than premiums and recorded in policy fees, contract charges, and other on the consolidated
statements of income. This primarily consists of cost of insurance charges.

 

Ceded reinsurance reduced policyholder benefits and claims by $51.0, $54.1 and $54.3 for the years ended December 31, 2010, 2009 and 2008, respectively.
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9.  Deferred Policy Acquisition Costs
 

The following table provides a reconciliation of the beginning and ending balance for deferred policy acquisition costs:
 
         

  As of December 31, 
  2010   2009  

 

Unamortized balance at beginning of period   $325.7   $219.5 
Deferral of acquisition costs   131.4   148.3 
Adjustments related to investment (gains) losses   (3.5)   9.3 
Amortization   (66.2)   (51.4)
         

Unamortized balance at end of period   387.4   325.7 
Accumulated effect of net unrealized investment gains   (137.4)   (75.3)
         

Balance at end of period   $250.0   $250.4 
         

 

10.  Deferred Sales Inducements
 

The following table provides a reconciliation of the beginning and ending balance for deferred sales inducements, which are included in other assets:
 
         

  As of December 31, 
  2010   2009  

 

Unamortized balance at beginning of period   $67.6   $33.0 
Capitalizations   59.6   42.5 
Adjustments related to investment (gains) losses   (1.2)   2.4 
Amortization   (20.2)   (10.3)
         

Unamortized balance at end of period   105.8   67.6 
Accumulated effect of net unrealized investment gains   (44.0)   (18.4)
         

Balance at end of period   $61.8   $49.2 
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11.  Policy and Contract Claims
 

The following table provides a reconciliation of the beginning and ending reserve balances for policy and contract claims:
 
             

  As of December 31,  
  2010   2009   2008  

 

Balance as of January 1   $125.6   $133.1   $110.9 
Less: reinsurance recoverables   8.5   5.1   5.9 

             

Net balance as of January 1   117.1   128.0   105.0 
Incurred related to insured events of:             

The current year   338.2   369.5   364.2 
Prior years   8.6   (0.9)   4.5 

             

Total incurred   346.8   368.6   368.7 
Paid related to insured events of:             

The current year   271.8   288.5   271.7 
Prior years   79.3   91.0   74.0 

             

Total paid   351.1   379.5   345.7 
             

Net balance as of December 31   112.8   117.1   128.0 
Add: reinsurance recoverables   3.8   8.5   5.1 

             

Balance as of December 31   $116.6   $125.6   $133.1 
             

 

The Company uses estimates in determining its liability for policy and contract claims. These estimates are based on historical claim payment patterns and expected loss ratios to
provide for the inherent variability in claim patterns and severity. For the year ended December 31, 2010, the change in prior year incurred claims was primarily due to unfavorable changes in
liability estimates for group medical stop-loss claims, offset by lower than expected individual life claims. For the year ended December 31, 2009, the change in prior year incurred claims was
primarily due to favorable changes in liability estimates for group medical stop-loss claims partially offset by higher than expected paid claims for individual life. For the year ended
December 31, 2008, the change in prior year incurred claims was primarily due to higher than expected paid claims and unfavorable changes in liability estimates, primarily for group medical
stop-loss.
 

12.  Notes Payable and Credit Facilities
 

Capital Efficient Notes (CENts) Due 2067
 

On October 10, 2007, the Company issued $150.0 aggregate principal amount CENts with a scheduled maturity date of October 15, 2037, subject to certain limitations, with a final
maturity date of October 15, 2067. The Company issued the CENts at a discount, yielding $149.8. For the initial 10-year period following the original issuance date, to, but not including
October 15, 2017, the CENts carry a fixed interest rate of 8.300% payable semi-annually. From October 15, 2017, until the final maturity date of October 15, 2067, interest on the CENts will
accrue at a variable annual rate equal to the three-month LIBOR plus 4.177%, payable quarterly. The Company applied the net proceeds from the issuance to pay a cash dividend of $200.0 to its
stockholders on October 19, 2007. The effective interest rate on the CENts is 9.39%, including the impact of a related terminated cash flow hedge.
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The Company is required to use commercially reasonable efforts to sell enough qualifying capital securities to permit repayment of the CENts at the scheduled maturity date or on
each interest payment date thereafter. Any remaining outstanding principal amount will be due on October 15, 2067.
 

Subject to certain conditions, the Company has the right, on one or more occasions, to defer the payment of interest on the CENts during any period up to ten years without giving
rise to an event of default. The Company will not be required to settle deferred interest, subject to certain conditions, until it has deferred interest for five consecutive years or, if earlier, made a
payment of current interest during a deferral period. Deferred interest will accumulate additional interest at an annual rate equal to the annual interest rate then applicable to the CENts.
 

The CENts are unsecured junior subordinated obligations. The Company can redeem the CENts at its option, in whole or in part, on October 15, 2017, and on each interest
payment date thereafter at a redemption price of 100% of the principal amount being redeemed plus accrued but unpaid interest. The Company can redeem the CENts at its option, prior to
October 15, 2017, in whole or in part, at a redemption price of 100% of the principal amount being redeemed or, if greater, a make-whole price, plus accrued and unpaid interest.
 

In connection with the offering of the CENts, the Company entered into a “replacement capital covenant” for the benefit of the holders of the $300.0 senior notes due April 1, 2016
(see below). Under the terms of the replacement capital covenant, the Company may not redeem or repay the CENts prior to October 15, 2047 unless the redemption or repayment is financed
from the offering of replacement capital securities, as specified in the covenant.
 

Senior Notes Due 2016
 

On March 30, 2006, the Company issued $300.0 of 6.125% senior notes due on April 1, 2016, which were issued at a discount yielding $298.7. Interest on the senior notes is
payable semi-annually in arrears, beginning on October 2, 2006. The effective interest rate on the senior notes is 6.11%, including the impact of a related terminated cash flow hedge.
 

The senior notes are unsecured senior obligations and are equal in right of payment to all existing and future unsecured senior indebtedness. These notes are redeemable, in whole
or in part, at the option of the Company at any time or from time to time at a redemption price equal to the greater of: (1) 100% of the aggregate principal amount of the notes to be redeemed or
(2) the sum of the present value of the remaining scheduled payments of principal and interest on the senior notes, discounted to the redemption date on a semi-annual basis at a prevailing
U.S. Treasury rate plus 25 basis points, together in each case with accrued interest payments to the redemption date.
 

Revolving Credit Facility
 

On August 16, 2007, the Company entered into a $200.0 senior unsecured revolving credit agreement with a syndicate of lending institutions led by Bank of America, N.A. The
credit facility matures on August 16, 2012. The revolving credit facility is available to provide support for working capital, capital expenditures, and other general corporate purposes, including
permitted acquisitions, issuance of letters of credits, refinancing and payment of fees in connection with this facility.
 

Under the terms of the credit agreement, the Company is required to maintain certain financial ratios. In particular, each of the Company’s material insurance subsidiaries must
maintain a risk-based capital ratio of at least 200%, measured at the end of each year, and the Company’s debt-to-capitalization ratio, excluding AOCI, may not exceed 37.5%, measured at the
end of each quarter. In addition, the Company has agreed to
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other covenants restricting the ability of its subsidiaries to incur additional indebtedness, its ability to create liens, and its ability to change its fiscal year and to enter into new lines of business,
as well as other customary affirmative covenants.
 

To be eligible for borrowing funds under this facility, the representations and warranties that the Company made in the credit agreement must continue to be true in all material
respects, and the Company must not be in default under the facility, including failure to comply with the covenants described above.
 

As of December 31, 2010 and 2009, and during the years ended December 31, 2010, 2009, and 2008, the Company had no borrowings outstanding under this facility and was in
compliance with all covenants.
 

13.  Income Taxes
 

The Company files income tax returns in the U.S. federal and various state jurisdictions. The Company’s federal income tax returns have been examined and closing agreements
have been executed with the Internal Revenue Service, or the statute of limitations has expired for all tax periods through December 31, 2006. Other than an exam by the State of Florida, the
Company is not currently subject to any state income tax exams.
 

Differences between income taxes computed by applying the U.S. federal income tax rate of 35% to income from operations before income taxes and the provision for income
taxes were as follows:
 
                         

  Years Ended December 31,  
  2010   2009   2008  

 

Income from operations before income taxes   $289.1       $181.1       $13.0     
Computed “expected” tax expense   101.2   35.0%  63.4   35.0%  4.5   35.0%
Low income housing credits   (10.9)   (3.8)   (9.6)   (5.3)   (8.5)   (65.4)
Separate account dividend received deduction   (1.1)   (0.4)   (1.1)   (0.6)   (1.4)   (10.8)
Prior period adjustments   (0.5)   (0.1)   —   —   (2.9)   (22.3)
Other   (0.5)   (0.2)   0.1   0.1   (0.8)   (6.5)
                         

Provision (benefit) for income taxes   $88.2   30.5%  $52.8   29.2%  $(9.1)   (70.0)%
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The tax effects of temporary differences that gave rise to the deferred income tax assets and liabilities were as follows:
 
         

  As of December 31, 
  2010   2009  

 

Deferred income tax assets:         
Adjustments to life policy liabilities   $520.7   $458.7 
Capitalization of policy acquisition costs   55.3   48.6 
Intangibles   9.6   11.0 
Investment impairments   38.9   46.7 
Performance share plan and performance units   1.1   3.7 
Other liabilities accruals   3.0   1.6 
Unrealized losses on investment securities (net of DAC adjustment: $0 and $26.4, respectively)   —   26.7 
Non-life net operating loss   8.7   4.6 
Other   8.3   5.1 

         

Total deferred income tax assets   645.6   606.7 
Deferred income tax liabilities:         

Deferred policy acquisition costs   135.6   114.0 
Securities—basis adjustment   374.5   300.1 
Unrealized gains on investment securities (net of DAC adjustment: $48.1 and $0, respectively)   232.9   — 
Other   1.6   1.4 

         

Total deferred income tax liabilities   744.6   415.5 
         

Net deferred income tax asset (liability)   $(99.0)   $191.2 
         

 

Included in the 2010 deferred tax assets were gross federal net operating loss carry-forwards attributable to the non-life companies in the amount of $24.9, due to expire under
current law during 2029 and 2030. The Company is required to establish a valuation allowance for any portion of the deferred tax assets that management believes will not be realized. Based on
an analysis of the Company’s tax position, management believes that it is more likely than not that the results of future operations will generate sufficient taxable income to enable the Company
to utilize all of its deferred tax assets. Accordingly, no valuation allowance for deferred tax assets has been established as of December 31, 2010 and 2009.
 

In 2010, the Company removed its balance of $0.5 in unrecognized tax benefits related to tax positions of prior years. The Company does not expect the total amount of
unrecognized tax benefits for any tax position to change significantly within the next twelve months.
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14.  Stockholders’ Equity
 

The components of comprehensive income (loss) are as follows:
 
             

  Years Ended December 31,  
  2010   2009   2008  

 

Net income   $200.9   $128.3   $22.1 
Other comprehensive income (loss), net of taxes:             
Changes in unrealized gains (losses) on available-for-sale securities (1)   567.6   1,113.2   (1,142.9)
Reclassification adjustment for net realized investment (gains) losses included in net income (2)   (32.2)   24.9   103.2 
Adjustment for deferred policy acquisition costs and deferred sales inducements valuation allowance (3)   (57.0)   (82.0)   18.6 
Other-than-temporary-impairments on fixed maturities not related to credit losses (4)   3.7   (37.6)   — 
Terminated cash flow hedges   0.1   0.1   0.1 
             

Other comprehensive income (loss)   482.2   1,018.6   (1,021.0)
             

Total comprehensive income (loss)   $683.1   $1,146.9   $(998.9)
             

 

 

(1) Net of taxes of $305.6, $599.5 and $(615.3) for the years ended December 31, 2010, 2009 and 2008, respectively.
 

(2) Net of taxes of $(17.3), $13.4 and $55.5 for the years ended December 31, 2010, 2009 and 2008, respectively. For the years ended December 31, 2010 and 2009, $24.8 (net of taxes of
$13.3), and $30.5 (net of taxes of $16.4), respectively, of the reclassification adjustment is related to losses previously classified as other-than-temporary impairments not related to credit
losses.

 

(3) Net of taxes of $(30.7), $(44.2) and $10.0 for the years ended December 31, 2010, 2009 and 2008, respectively.
 

(4) Net of taxes of $2.0 and $(20.2) for the years ended December 31, 2010 and 2009, respectively.
 

The components of accumulated other comprehensive income (loss) are as follows:
 
         

  As of December 31, 
  2010   2009  

 

Net unrealized gains on available-for-sale securities   $925.7   $102.0 
Other-than-temporary-impairments on fixed maturities not related to credit losses   (76.2)   (81.9)
Net unrealized losses on terminated cash flow hedges   (2.7)   (2.8)
Adjustment for deferred policy acquisition costs   (137.4)   (75.3)
Adjustment for deferred sales inducements   (44.0)   (18.4)
Deferred income taxes   (232.9)   26.7 
         

Accumulated other comprehensive income (loss)   $432.5   $(49.7)
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The following table provides a reconciliation of changes in outstanding shares of common stock:
 
     

  Common Shares 
 

Balance as of January 1, 2008   92.646 
     

Balance as of December 31, 2008   92.646 
     

Balance as of January 1, 2009   92.646 
Restricted shares issued   0.083 

     

Balance as of December 31, 2009   92.729 
     

Balance as of January 1, 2010   92.729 
Common stock, issued in initial public offering   25.260 
Restricted shares issued   0.243 
Employee stock purchase plan shares issued   0.033 
Treasury stock acquired (1)   (0.001)
Treasury shares retired (2)   (0.048)

     

Balance as of December 31, 2010   118.216 
     

 

 

(1) Represents shares repurchased during the fourth quarter of 2010 to satisfy employee income tax withholding, pursuant to the Company’s Equity Plan.
 

(2) Represents shares repurchased during the second quarter of 2010 and subsequently retired, pursuant to the Company’s Equity Plan.
 

15.  Stock-Based Compensation
 

As of December 31, 2010, the Company had two stock-based compensation plans: the Symetra Financial Corporation Equity Plan, amended and restated on August 11, 2010, (the
“Equity Plan”) and the Symetra Financial Corporation Employee Stock Purchase Plan, amended and restated on May 11, 2010, (the “Stock Purchase Plan”). Under the Equity Plan, the
Company is authorized to issue various types of stock-based compensation to employees, directors and consultants. A total of 7.830 shares are authorized for issuance under the Equity Plan, and
4.602 equity instruments are available for future issuance as of December 31, 2010. The Stock Purchase Plan allows eligible employees to purchase shares of the Company’s common stock at a
15% discount from the market price. A total of 0.870 shares are authorized for issuance under this plan. As of December 31, 2010, 0.837 shares are available for future issuance under the Stock
Purchase Plan.
 

Restricted Stock
 

Restricted shares are valued based on the number of shares granted and the Company’s closing stock price on the grant date. The Company recognizes such compensation cost as
expense over the service period (generally three years), net of estimated forfeitures, using the straight-line method. Many factors are considered when estimating forfeitures, including types of
awards, employee class and historical experience. The estimation of equity awards that will ultimately vest requires judgment, and to the extent actual results or future estimates differ from
current estimates, the Company records a cumulative adjustment in the period that the estimates are revised.
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Stock-based compensation expense for restricted shares, which is recognized in other underwriting and operating expenses on the consolidated statements of income, was $2.0 and
$0.2 for the years ended December 31, 2010 and 2009, respectively. This included compensation expense of $1.2 for the year ended December 31, 2010, related to the modification and
accelerated vesting of certain restricted shares. The related income tax benefit for the years ended December 31, 2010 and 2009 was $0.7 and $0.1, respectively.
 

The Company issued 0.274 and 0.083 shares of restricted stock for the years ended December 31, 2010 and 2009, respectively. These awards vest over a weighted average period
of 2.6 and 2.4 years. The weighted average fair value of restricted stock granted for the years ended December 31, 2010 and 2009 was $12.25 and $13.08 per share, respectively. The total fair
value of restricted stock vested during the year ended December 31, 2010 was $1.6. No restricted stock vested during the year ended December 31, 2009. The Company did not issue restricted
stock awards in 2008 or prior.
 

The following table summarizes the Company’s restricted stock activity for the year ended December 31, 2010:
 
         

  Number of   Weighted-Average  
  Shares   Fair Value  

 

Outstanding as of January 1, 2010   0.083   $13.08 
Shares granted   0.274   12.25 
Shares vested   (0.134)   12.92 
Shares forfeited   (0.031)   12.53 
         

Outstanding at December 31, 2010   0.192   $12.61 
         

 

As of December 31, 2010, unrecognized compensation cost for restricted stock was $1.7 and is expected to be recognized over the weighted average of 2.0 years.
 

Stock Options
 

The Company measures compensation cost for stock awards at fair value on the grant date and recognizes such cost, net of estimated forfeitures, over the requisite service period
(generally seven years). Stock options are valued using the Black-Scholes valuation model. Stock-based compensation expense for stock options was $0.5 for the year ended December 31,
2010, and the related tax benefit was $0.2. The Company did not issue stock options during 2009, 2008 or prior.
 

The Company issued 2.950 options for the year ended December 31, 2010, with an exercise price of $28.00. These options vest on June 30, 2017 and expire one year thereafter.
The weighted average fair value of awards granted during the year ended December 31, 2010 was $2.73 per share.
 

The following table summarizes the weighted average assumptions used to value stock options issued:
 
     

  For the Year Ended  
  December 31, 2010  

 

Expected term   7.5 years 
Risk-free interest rate   2.0% - 2.7%
Dividend yield   1.6%
Volatility   45.6%
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The expected term of stock options is the period that options are expected to be outstanding. The risk-free rate is based on the U.S. Treasury yield curve over the expected term of
the option that is in effect at the grant date. The dividend yield is calculated based on historical dividends. Expected volatility is calculated based on daily historical prices and implied volatility.
 

As of December 31, 2010, 2.950 options were outstanding, none of which were exercisable. Outstanding options have a remaining contractual term of 7.5 years and no intrinsic
value as of December 31, 2010. As of December 31, 2010, unrecognized compensation cost for stock options was $7.2 and is expected to be recognized over the next 6.5 years.
 

Employee Stock Purchase Plan
 

The Company’s Stock Purchase Plan is a qualified employee stock purchase plan under Section 423 of the Internal Revenue Code. Under the plan, eligible employees may
purchase shares of the Company’s stock on quarterly purchase dates at an amount equal to 85% of the closing market price of the common stock.
 

Compensation cost for employees is recognized for each three-month period between purchase dates, and is equal to the fair value of the discount received on the purchase of
shares. During the year ended December 31, 2010, 0.033 shares were purchased under the plan. Compensation cost recognized for employees under the Company’s Stock Purchase Plan for the
year ended December 31, 2010 was $0.1. The Company did not issue any shares pursuant to the Stock Purchase Plan in 2009 or 2008.
 

16.  Commitments and Contingencies
 

Investments in Limited Partnerships
 

As of December 31, 2010, the Company was invested in 16 limited partnership interests related to tax credit investments, five of which were entered into in 2010. The Company
unconditionally committed to provide capital contributions totaling approximately $197.4, of which the remaining $66.0 is expected to be contributed over a period of three years. Capital
contributions of $131.4 were paid as of December 31, 2010, with the remaining expected cash capital contributions as follows:
 
     

  Expected Capital  
  Contributions  

 

2011   $39.3 
2012   24.4 
2013   2.3 
     

Total expected capital contributions   $66.0 
     

 

The Company has also committed to invest $47.5 in four private equity funds, of which $36.0 had been made through December 31, 2010. The Company will provide capital
contributions to the partnerships up to the committed amount at the discretion of the general partners, subject to certain incremental contribution limits. The remaining term of the capital
commitments range up to 3 years, ending in 2013.
 

Litigation
 

Because of the nature of the business, the Company is subject to legal actions filed or threatened in the ordinary course of its business operations. The Company does not expect
that any such litigation, pending
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or threatened, as of December 31, 2010, will have a material adverse effect on its consolidated financial condition, future operating results or liquidity.
 

Leases
 

The Company has office space and certain equipment under leases that expire at various dates through 2016. Certain of the leases include renewal options. The Company accounts
for these leases as operating leases.
 

Future minimum lease commitments, including cost escalation clauses, for the next five years and thereafter are as follows:
 
     

  Lease  
  Payments 

 

2011   $7.7 
2012   7.7 
2013   7.5 
2014   7.3 
2015   4.3 
Thereafter   0.1 
     

Total   $34.6 
     

 

Rent expense was $7.1, $7.9, and $8.0 for the years ended December 31, 2010, 2009 and 2008, respectively.
 

Other Commitments
 

The Company has a service agreement with a third party service provider to outsource the majority of its information technology infrastructure. The initial term of the service
agreement expires in July 2014, subject to early termination in certain cases, with two one-year extensions at the Company’s election. Under the terms of the service agreement, the Company
agreed to pay an annual service fee ranging from $10.6 to $11.4 for five years. The Company incurred service fee expenses of $10.7, $11.2 and $11.8 for the years ended December 31, 2010,
2009 and 2008, respectively.
 

As of December 31, 2010 and 2009, unfunded mortgage loan commitments were $39.2 and $4.5, respectively. The Company had no other material commitments or contingencies
as of December 31, 2010 and 2009.
 

17.  Employee Benefit Plans
 

Defined Contribution Plan
 

The Company sponsors a defined contribution 401(k) plan for all eligible employees that includes a matching contribution of 100% of a participant’s contributions up to 6% of
eligible compensation. The expense for the matching contributions was $4.8, $4.5 and $4.5 for the years ended December 31, 2010, 2009, and 2008, respectively.
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Performance Share Plan
 

The Company has a performance share plan program (the “Performance Share Plan”) that provides incentives to selected members of management based on the long-term success
of the Company. Awards under the Performance Share Plan have been made in the form of performance shares. The value of each performance share is determined at the discretion of the
Company’s Board of Directors, based on achievement of a specified growth target over a three-year period, and is paid in cash. The expense recorded for awards under the Performance Share
Plan was $(4.3), $8.3 and $6.0 for the years ended December 31, 2010, 2009, and 2008, respectively. Due to management turnover during 2010, the Company reduced its Performance Share
Plan accrual to reflect forfeitures from management turnover and recorded a net benefit. The Company also incurred related severance expenses of $5.4 during the year ended December 31,
2010.
 

As of December 31, 2010 the Performance Share Plan has one remaining active plan, which is scheduled to end on December 31, 2011. For the 2010 fiscal year incentives were
provided as performance unit grants under the Equity Plan (see below).
 

Equity Plan
 

Under the Equity Plan, the Company has the ability to issue various types of awards, including restricted stock, stock options, stock appreciation rights, restricted stock units,
performance shares, performance units and other types of awards at the discretion of the Board of Directors. During 2010, the Company granted 0.072 performance units to various members of
management under the Equity Plan. The Company also granted restricted stock and stock options as discussed in Note 15.
 

The value of each performance unit is determined at the discretion of the Company’s Board of Directors based on the long-term success of the Company over a three-year period.
These are accounted for as liability awards as the Company intends to settle such awards in cash. The Company recognized $1.5 in expense related to performance units granted during 2010.
 

18.  Dividends
 

Dividends to Stockholders
 

The Company paid cash dividends totaling $20.6, or $0.05 per share, to its stockholders and warrant holders of record during the year ended December 31, 2010. No dividends
were paid during the years ended December 31, 2009 and 2008.
 

Intracompany Dividends
 

The Company’s insurance subsidiaries are restricted by state regulations as to the aggregate amount of dividends they may pay to their parent company in any consecutive
12-month period without regulatory approval. Accordingly, based on statutory limits as of December 31, 2009, the Company was eligible to receive dividends from its insurance subsidiaries
during 2010 without obtaining regulatory approval as long as the aggregate dividends paid over the twelve months preceding any dividend payment date in 2010 did not exceed $141.5. The
total amount of dividends received by the Company from its insurance subsidiaries during 2010 was $40.0. Based on state regulations as of December 31, 2010, the Company is eligible to
receive dividends from its insurance subsidiaries during 2011 without obtaining regulatory approval as long as the aggregate dividends paid over the 12 months preceding any dividend payment
date in 2011 do not exceed $194.0.
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19.  Statutory-Basis Information
 

The Company’s insurance subsidiaries are required to prepare statutory financial statements in accordance with statutory accounting practices prescribed or permitted by the
insurance department of the state of domicile. Statutory accounting practices primarily differ from GAAP by charging policy acquisition costs to expense as incurred and establishing future
policy benefit liabilities using different actuarial assumptions, as well as valuing investments and certain assets and accounting for deferred taxes on a different basis.
 

The statutory net income (loss) for the Company’s insurance subsidiaries is as follows:
 
             

  Years Ended December 31, 
  2010   2009   2008  

 

Statutory net income (loss):             
Symetra Life Insurance Company   $194.5   $43.1   $36.7 
First Symetra National Life Insurance Company of New York   7.9   (0.6)   (2.2)
Symetra National Life Insurance Company   0.5   0.2   0.5 

             

Total   $202.9   $42.7   $35.0 
             

 

Statutory capital and surplus for Symetra Life Insurance Company was $1,752.3 and $1,415.4 for the years ended December 31, 2010 and 2009, respectively.
 

Life and health insurance companies are subject to certain risk-based capital requirements as specified by the NAIC. Under those requirements, the amount of capital and surplus
maintained by a life and health insurance company is to be determined based on various risk factors related to it. At December 31, 2010 and 2009, Symetra Life Insurance Company and its
subsidiaries met the minimum risk-based capital requirements.
 

20.  Related Parties
 

The Company entered into an Investment Management Agreement on March 14, 2004, with White Mountains Advisors, LLC (WMA), a subsidiary of White Mountains Insurance
Group, Ltd. White Mountains Insurance Group, Ltd. is a related party who beneficially owns 26.888 shares of the Company’s common stock, including warrants exercisable for 9.488 shares.
This agreement, as amended, provides for investment advisory services related to the Company’s invested assets and portfolio management services. Expenses amounted to $14.1, $14.0, and
$14.6 for the years ended December 31, 2010, 2009 and 2008, respectively. As of December 31, 2010 and 2009, amounts due to WMA were $3.4, and $3.5, respectively.
 

21.  Segment Information
 

The Company offers a broad range of products and services that include retirement, life insurance, group health and employee benefits products. These operations are managed
separately as three divisions, consisting of four operating segments based on product groupings, and a fifth reportable segment consisting primarily of unallocated corporate items and surplus
investment income. The five segments are: Group, Deferred Annuities (formerly Retirement Services), Income Annuities, Life (formerly Individual) and Other.
 

The primary segment profitability measure that management uses is segment pre-tax adjusted operating income (loss), which is calculated by adjusting income (loss) before federal
income taxes to exclude
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net realized investment gains (losses), and for the Deferred Annuities’ segment to include the net investment gains (losses) on FIA options.
 

When evaluating segment pre-tax adjusted operating income (loss) in the Deferred Annuities’ segment, management includes the net investment gains (losses) from options related
to an FIA hedging program. This program consists of buying S&P 500 Index call options to hedge the equity return component of FIA products. These options do not qualify as hedge
instruments or for hedge accounting treatment, and net gains (losses) from the options are recorded in net realized investment gains (losses). Since the interest incurred on the Company’s FIA
products is included as a component of interest credited, it is more meaningful to evaluate results inclusive of the results of this hedge program.
 

Group Division
 

 •    Group.  Group offers medical stop-loss insurance, limited benefit medical plans, group life insurance, accidental death and dismemberment insurance and disability
income insurance mainly to employer groups of 50 to 5,000 individuals. In addition to insurance products Group offers managing general underwriting, or MGU,
services.

 

Retirement Division
 

 •    Deferred Annuities.  Deferred Annuities offers fixed and variable deferred annuities to consumers who want to accumulate tax-deferred assets for retirement.
 

 •    Income Annuities.  Income Annuities offers single premium immediate annuities, or SPIAs, to customers seeking a reliable source of retirement income or to protect
against outliving their assets during retirement, and structured settlement annuities to fund third party personal injury settlements. In addition, Income Annuities offers
funding services options to existing structured settlement clients.

 

Life Division
 

 •    Life.  Life offers a wide array of individual products such as term and universal life insurance including single premium life insurance, as well as BOLI.
 

Non-Operating
 

 •    Other.  This segment consists of unallocated corporate income, composed primarily of investment income on unallocated surplus, unallocated corporate expenses, interest
expense on debt, earnings related to limited partnership interests, the results of small, non-insurance businesses that are managed outside of our divisions, and inter-
segment elimination entries.

 

The accounting policies of the reportable segments are the same as those described in the summary of significant accounting policies (see Note 2). The Company allocates capital
and related investment income to each segment using a risk-based capital formula.
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The following tables present selected financial information by segment and reconcile segment pre-tax adjusted operating income (loss) to amounts reported in the consolidated
statements of income.
 
                         

  Year Ended December 31, 2010  
     Deferred   Income           
  Group   Annuities  Annuities  Life   Other   Total  

 

Operating revenues:                         
Premiums   $433.2   $—   $—   $39.8   $—   $473.0 
Net investment income   18.7   462.9   422.7   271.3   23.8   1,199.4 
Policy fees, contract charges and other   11.7   19.3   0.8   118.3   16.2   166.3 
Net investment gains on FIA options   —   0.3   —   —   —   0.3 

                         

Total operating revenues   463.6   482.5   423.5   429.4   40.0   1,839.0 
Benefits and expenses:                         

Policyholder benefits and claims   281.3   0.1   —   53.7   —   335.1 
Interest credited   —   293.6   366.3   242.7   (3.1)   899.5 
Other underwriting and operating expenses   102.6   55.1   22.0   54.4   22.6   256.7 
Interest expense   —   —   —   —   31.9   31.9 
Amortization of deferred policy acquisition costs   8.1   52.4   2.0   3.7   —   66.2 

                         

Total benefits and expenses   392.0   401.2   390.3   354.5   51.4   1,589.4 
                         

Segment pre-tax adjusted operating income (loss)   $71.6   $81.3   $33.2   $74.9   $(11.4)   $249.6 
                         

Operating revenues   $463.6   $482.5   $423.5   $429.4   $40.0   $1,839.0 
Add: Net realized investment gains (losses), excluding FIA options   (0.2)   11.6   26.6   2.0   (0.5)   39.5 

                         

Total revenues   463.4   494.1   450.1   431.4   39.5   1,878.5 
Total benefits and expenses   392.0   401.2   390.3   354.5   51.4   1,589.4 
                         

Income (loss) before income taxes   $71.4   $92.9   $59.8   $76.9   $(11.9)   $289.1 
                         

As of December 31, 2010:                         
Total investments   $94.7   $8,996.7   $6,824.6   $5,419.6   $2,164.6   $23,500.2 
Deferred policy acquisition costs   3.6   150.8   31.2   64.4   —   250.0 
Goodwill   28.4   —   —   —   —   28.4 
Separate account assets   —   791.1   —   90.6   —   881.7 
Total assets   226.4   10,249.7   6,931.6   $5,953.9   2,275.3   25,636.9 
Future policy benefits, losses, claims and loss expenses (1)   170.3   9,228.2   6,668.8   5,427.7   (26.7)   21,468.3 
Unearned premiums   2.0   —   —   10.2   —   12.2 
Other policyholders’ funds   9.8   15.5   8.0   71.7   6.0   111.0 
Notes payable   —   —   —   —   449.0   449.0 

 

 

(1) This includes funds held under deposit contracts, future policy benefits, and policy and contract claims.
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  Year Ended December 31, 2009  
     Deferred   Income           
  Group   Annuities  Annuities  Life   Other   Total  

 

Operating revenues:                         
Premiums   $432.2   $—   $—   $37.9   $—   $470.1 
Net investment income   17.8   388.0   422.4   265.2   20.2   1,113.6 
Policy fees, contract charges and other   14.9   16.8   0.5   116.7   11.0   159.9 
Net investment gains on FIA options   —   0.8   —   —   —   0.8 

                         

Total operating revenues   464.9   405.6   422.9   419.8   31.2   1,744.4 
Benefits and expenses:                         

Policyholder benefits and claims   295.4   (2.2)   —   57.3   —   350.5 
Interest credited   —   256.9   357.9   235.3   (3.3)   846.8 
Other underwriting and operating expenses   106.2   55.9   21.0   55.4   14.2   252.7 
Interest expense   —   —   —   —   31.8   31.8 
Amortization of deferred policy acquisition costs   7.9   36.4   1.6   5.5   —   51.4 

                         

Total benefits and expenses   409.5   347.0   380.5   353.5   42.7   1,533.2 
                         

Segment pre-tax adjusted operating income (loss)   $55.4   $58.6   $42.4   $66.3   $(11.5)   $211.2 
                         

Operating revenues   $464.9   $405.6   $422.9   $419.8   $31.2   $1,744.4 
Add: Net realized investment gains (losses), excluding FIA options   (3.8)   (21.3)   20.1   (14.1)   (11.0)   (30.1)

                         

Total revenues   461.1   384.3   443.0   405.7   20.2   1,714.3 
Total benefits and expenses   409.5   347.0   380.5   353.5   42.7   1,533.2 
                         

Income (loss) before income taxes   $51.6   $37.3   $62.5   $52.2   $(22.5)   $181.1 
                         

As of December 31, 2009:                         
Total investments   $147.2   $7,249.3   $6,395.8   $4,701.8   $1,686.9   $20,181.0 
Deferred policy acquisition costs   3.2   174.8   22.4   50.0   —   250.4 
Goodwill   26.3   —   —   —   —   26.3 
Separate account assets   —   755.7   —   84.4   —   840.1 
Total assets   272.6   8,431.8   6,625.1   5,175.8   1,930.1   22,435.4 
Future policy benefits, losses, claims and loss expenses (1)   173.6   7,645.1   6,704.4   4,834.5   (20.4)   19,337.2 
Unearned premiums   1.8   —   —   10.3   —   12.1 
Other policyholders’ funds   14.8   10.5   21.9   59.6   7.0   113.8 
Notes payable   —   —   —   —   448.9   448.9 

 

 

(1) This includes funds held under deposit contracts, future policy benefits, and policy and contract claims.
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  Year Ended December 31, 2008  
     Deferred   Income           
  Group   Annuities  Annuities  Life   Other   Total  

 

Operating revenues:                         
Premiums   $449.8   $0.1   $—   $36.2   $—   $486.1 
Net investment income (loss)   17.8   261.1   423.4   254.6   (0.4)   956.5 
Policy fees, contract charges and other   19.0   20.2   0.9   114.7   11.7   166.5 
Add: Net investment losses on FIA options   —   (2.9)   —   —   —   (2.9)

                         

Total operating revenues   486.6   278.5   424.3   405.5   11.3   1,606.2 
Benefits and expenses:                         

Policyholder benefits and claims   295.9   (6.8)   —   59.4   —   348.5 
Interest credited   —   176.4   364.5   227.7   (2.5)   766.1 
Other underwriting and operating expenses   115.7   57.4   21.9   57.3   13.5   265.8 
Interest expense   —   —   —   —   31.9   31.9 
Amortization of deferred policy acquisition costs   8.1   14.9   1.4   1.4   —   25.8 

                         

Total benefits and expenses   419.7   241.9   387.8   345.8   42.9   1,438.1 
                         

Segment pre-tax adjusted operating income (loss)   $66.9   $36.6   $36.5   $59.7   $(31.6)   $168.1 
                         

Total operating revenues   $486.6   $278.5   $424.3   $405.5   $11.3   $1,606.2 
Add: Net realized investment losses, excluding FIA options   (0.1)   (17.9)   (99.6)   (16.8)   (20.7)   (155.1)

                         

Total revenues   486.5   260.6   324.7   388.7   (9.4)   1,451.1 
Total benefits and expenses   419.7   241.9   387.8   345.8   42.9   1,438.1 
                         

Income (loss) before income taxes   $66.8   $18.7   $(63.1)   $42.9   $(52.3)   $13.0 
                         

As of December 31, 2008:                         
Total investments   $161.5   $4,636.6   $5,865.6   $4,129.2   $1,459.6   $16,252.5 
Deferred policy acquisition costs   3.3   183.0   14.5   46.7   —   247.5 
Goodwill   24.3   —   —   —   —   24.3 
Separate account assets   —   645.7   —   70.5   —   716.2 
Total assets   295.1   6,005.9   6,301.8   4,703.7   1,923.1   19,229.6 
Future policy benefits, losses, claims and loss expenses (1)   192.1   5,661.0   6,756.4   4,737.5   (11.4)   17,335.6 
Unearned premiums   1.4   —   —   10.5   —   11.9 
Other policyholders’ funds   10.0   63.8   4.9   30.7   7.9   117.3 
Notes payable   —   —   —   —   448.8   448.8 

 

 

(1) This includes funds held under deposit contracts, future policy benefits, and policy and contract claims.
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22.  Quarterly Results of Operations (Unaudited)
 

The unaudited quarterly results of operations for years ended December 31, 2010 and 2009 are summarized in the table below.
 
                 

  Three Months Ended  
  March 31  June 30  September 30  December 31 

 

2010:                 
Total revenues   $453.2   $444.4   $485.5   $495.4 
Total benefits and expenses   387.7   393.9   402.3   405.5 
                 

Income from operations before income taxes   65.5   50.5   83.2   89.9 
Net income   46.3   35.8   56.6   62.2 
Net income per common share:                 

Basic (1)   $0.35   $0.26   $0.41   $0.45 
Diluted (1)   0.35   0.26   0.41   0.45 

2009:                 
Total revenues   $378.8   $443.3   $451.7   $440.5 
Total benefits and expenses   371.6   377.1   389.5   395.0 
                 

Income from operations before income taxes   7.2   66.2   62.2   45.5 
Net income   5.1   47.0   44.1   32.1 
Net income per common share:                 

Basic (1)   $0.05   $0.42   $0.40   $0.29 
Diluted (1)   0.05   0.42   0.40   0.29 

 

 

(1) Quarterly earnings per share amounts may not add to the full year amounts due to share weighting and rounding.
 

During the first quarter of 2010, the Company revised its estimate for bonus interest reserve on one of its universal life products. This bonus interest is not earned by the contract
holder if the policy’s credited rate is equal to the guaranteed minimum. Due to the negative impact the low interest rate environment had on investment yields, the credited interest rate was
adjusted downward to the guaranteed minimum rate over 2010. As a result, for the three months ended March 31, 2010, income from operations before income taxes increased $7.4. The impact
on net income for the three month period was $4.8, or $0.03 per share of common stock.
 

23.  Subsequent Events
 

On February 9, 2011, the Company declared a dividend of $0.05 per common share, for a total of $6.9 to shareholders and warrant holders of record as of February 22, 2011. The
dividend was paid by March 9, 2011.
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Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
 

None.
 

Item 9A.  Controls and Procedures
 

Evaluation of Disclosure Controls and Procedures
 

We carried out an evaluation required by the 1934 Act, under the supervision and with the participation of our principal executive officer and principal financial officer, of the
effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rule 13a—15(e) of the 1934 Act, as of December 31, 2010. Based on this evaluation our
principal executive officer and principal financial officer concluded that, as of December 31, 2010, our disclosure controls and procedures were effective to provide reasonable assurance that
information required to be disclosed by us in the reports that we file or submit under the 1934 Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms and to provide reasonable assurance that such information is accumulated and communicated to our management, including our principal executive officer and principal
financial officer, as appropriate, to allow timely decisions regarding required disclosures.
 

Management’s Report on Internal Control over Financial Reporting
 

Management of Symetra Financial Corporation is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 13a—15(f) of
the 1934 Act. Management has assessed the effectiveness of our internal control over financial reporting as of December 31, 2010 based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. As a result of this assessment, management concluded that, as of December 31, 2010, our
internal control over financial reporting was effective in providing reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with U.S. generally accepted accounting principles.
 

This annual report does not include an attestation report of the Company’s independent registered public accounting firm on internal controls of financial reporting due to rules
established by the SEC, which do not require such report for a non-accelerated filer.
 

Changes in Internal Control over Financial Reporting
 

There were no changes in our internal control over financial reporting during the fourth quarter ended December 31, 2010 that materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.
 

Limitations on Controls
 

Our disclosure controls and procedures and internal control over financial reporting are designed to provide reasonable assurance of achieving their objectives as specified above.
Management does not expect, however, that our disclosure controls and procedures or our internal controls over financial reporting will prevent or detect all error and fraud. Any control system,
no matter how well designed and operated, is based on certain assumptions and can provide only reasonable, not absolute, assurance that its objectives will be met. Further, no evaluation of
controls can provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if any, within the Company have been detected.
 

Item 9B.  Other Information
 

None.
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PART III
 

Item 10.  Directors, Executive Officers and Corporate Governance
 

Certain of the information called for by Item 10 will be set forth in the definitive proxy statement (the “Proxy Statement”) to be filed pursuant to Regulation 14A of the Securities
Exchange Act of 1934 in connection with the Company’s 2011 Annual Meeting of Stockholders, under the captions “Election of Directors,” “Section 16(a) Beneficial Ownership Reporting
Compliance,” and “Corporate Governance” and is incorporated herein by reference.
 

Directors and Executive Officers of Symetra Financial Corporation
 

Set forth below is a list of the directors and executive officers of Symetra as of March 11, 2011. The positions listed are of Symetra unless otherwise indicated.
 
       

Name  Age  Positions
 

Lowndes A. Smith   71  Director, Chairman of the Board
Lois W. Grady   66  Director, Vice Chairman of the Board
Thomas M. Marra   52  Director, President and Chief Executive Officer
Margaret A. Meister   46  Executive Vice President, Chief Financial Officer
Tommie D. Brooks   40  Senior Vice President, Chief Actuary
Christine A. Katzmar Holmes   52  Senior Vice President, Human Resources and Administration
George C. Pagos   61  Senior Vice President, General Counsel and Secretary
Jonathan E. Curley   57  Executive Vice President—Life Division, Symetra Life Insurance Company
Michael W. Fry   49  Executive Vice President—Group Division, Symetra Life Insurance Company
Daniel R. Guilbert   37  Executive Vice President—Retirement Division, Symetra Life Insurance Company
Richard G. LaVoice

  
51

  
Executive Vice President—Life and Retirement Sales and Distribution, Symetra Life Insurance
Company

Peter S. Burgess   68  Director
David T. Foy   44  Director
Sander M. Levy   49  Director
Robert R. Lusardi   54  Director

 

Lowndes A. Smith has been a director of Symetra since June 2007 and has served as Chairman of the Board since May 2009. Mr. Smith has served as Managing Partner of
Whittington Gray Associates since 2003. Mr. Smith formerly served as Vice Chairman of The Hartford Financial Services Group, Inc. (“The Hartford”) and President and Chief Executive
Officer of Hartford Life Insurance Company until his retirement in 2002. He joined The Hartford in 1968. Mr. Smith also serves as Chairman of OneBeacon Insurance Group, Ltd. (NYSE: OB)
and is a director of White Mountains Insurance Group, Ltd. (NYSE: WTM) and 72 investment companies in the mutual funds of The Hartford. He received his B.S. degree from Babson
College.
 

Lois W. Grady has been a director of Symetra since August 2004 and has served as Vice Chairman of the Board since May 2009. Ms. Grady served as Executive Vice President and
Director of Investment Products Services of Hartford Life, Inc. from 2002 until her retirement in April 2004 and as Senior Vice President and
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Director of Investment Products Services of Hartford Life, Inc. from 1998 through 2002. She began her career with Hartford Life in 1983. She is also a director of OneBeacon Insurance Group,
Ltd. (NYSE: OB). Ms. Grady received her B.S. degree from Southern Connecticut State University.
 

Thomas M. Marra has been a director, Chief Executive Officer and President of Symetra since June 2010 and director and President of Symetra Life Insurance Company since
June 2010. He is also an officer and director of various affiliates of Symetra. Prior to joining Symetra, Mr. Marra served as Senior Advisor at the Boston Consulting Group in the North America
Financial Services division from September 2009 until May 2010. Beginning in 1980, when he was an actuarial student, and until July 2009, Mr. Marra was with The Hartford Financial
Services Group, Inc. (“The Hartford”). While at The Hartford, Mr. Marra held increasingly senior positions, most recently as President and Chief Operating Officer, as well as holding various
directorships with the parent company and its subsidiaries. Mr. Marra is a past Chairman of the Board of the American Council of Life Insurers and of the National Association of Variable
Annuities, now known as the Insured Retirement Institute. Mr. Marra is a Fellow of the Society of Actuaries and a member of the American Academy of Actuaries. He received his B.S. degree
from St. Bonaventure University.
 

Margaret A. Meister has been Executive Vice President and Chief Financial Officer of Symetra since February 2006 and Executive Vice President and Chief Financial Officer of
Symetra Life Insurance Company since March 2006. She is also a director of Symetra Life Insurance Company as well as an officer and director of various affiliates of Symetra. Ms. Meister is
a Fellow of the Society of Actuaries and is a member of the American Academy of Actuaries. She joined Symetra Life Insurance Company in 1988 and served in a variety of positions,
including Chief Actuary and Vice President, prior to being promoted to her current position. Ms. Meister received her B.A. degree from Whitman College.
 

Tommie D. Brooks has been Senior Vice President of Symetra and Symetra Life Insurance Company since November 2010 and Chief Actuary since March 2007. He is also an
officer of various affiliates of Symetra. Mr. Brooks joined Symetra Life Insurance Company in 1992, and served in a variety of managerial positions, including Vice President, throughout the
organization. Mr. Brooks attained the Fellow of the Society of Actuaries and is a member of the American Academy of Actuaries. Mr. Brooks earned his B.S. in Math and Actuarial Sciences
from Central Washington University.
 

Christine A. Katzmar Holmes has been a Senior Vice President of Symetra since November 2010 and was Vice President of Symetra from August 2004 to November 2010. She is
responsible for Human Resources, Service Operations and Security. Ms. Katzmar Holmes joined Symetra Life Insurance Company in 2001 as Vice President and has been a Senior Vice
President of Symetra Life Insurance Company since November 2010. She is also an officer of various affiliates of Symetra. Ms. Katzmar Holmes received her B.S. degree from Miami
University, Ohio.
 

George C. Pagos has been Senior Vice President of Symetra and Symetra Life Insurance Company since September 2007 and General Counsel and Secretary of Symetra and
Symetra Life Insurance Company since August 2004. He is also a director of Symetra Life Insurance Company as well as an officer and director of various affiliates of Symetra. Mr. Pagos
joined Symetra Life Insurance Company in 1976 and served in a variety of positions, including Vice President, prior to being promoted to his current position. Mr. Pagos received his B.A.
degree from George Washington University and his J.D. degree from the University of Maryland.
 

Jonathan E. Curley has been a director and Executive Vice President of Symetra Life Insurance Company since November 2010 and is responsible for the operations of its Life
Division. He is also an officer and director of various affiliates of Symetra. From January 2009 to October 2010 Mr. Curley was with Wells Fargo Insurance Services USA, Inc., where he was
Senior Vice President and Managing Director of Individual Insurance. From May 2005 until December 2008 he held various senior executive positions at Wachovia Insurance Services.
Mr. Curley is a Chartered Financial Consultant (ChFC), a Chartered Life Underwriter
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(CLU) and a member of the Association of Advanced Life Underwriting (AALU). Mr. Curley earned a bachelor’s degree in political science from the College of the Holy Cross in Worcester,
Massachusetts.
 

Michael W. Fry has been Executive Vice President of Symetra Life Insurance Company since September 2010 and is responsible for the operations of its Group Division. He has
been a director of Symetra Life Insurance Company since January 2009. He is also an officer and director of various affiliates of Symetra. Prior to his current position, Mr. Fry served as Senior
Vice President of Symetra Life Insurance Company from May 2008 to September 2010 and as Vice President from February 2003 to May 2008. Mr. Fry joined Symetra in August 2002. He
earned a bachelor’s degree in accounting from Indiana University.
 

Daniel R. Guilbert has been a director and Executive Vice President of Symetra Life Insurance Company since November 2010 and is responsible for the operations of its
Retirement Division. He is also an officer and director of various affiliates of Symetra. From May 2010 to October 2010, Mr. Guilbert was with Aviva North America, where he served as Chief
Risk Officer. From June 1996 to April 2010 he was at The Hartford Life Insurance Company in a variety of senior risk management, product development and actuarial roles. Mr. Guilbert
attained the Fellow of the Society of Actuaries in 2001. He earned a bachelor’s degree in applied actuarial science from Bryant University.
 

Richard G. LaVoice has been Executive Vice President of Symetra Life Insurance Company since September 2010 and is responsible for its Life and Retirement Sales and
Distribution. He has been a director of Symetra Life Insurance Company since February 2011. He is also an officer and director of various affiliates of Symetra. From October 2005 to
September 2009, he was Corporate Vice President and National Sales Manager of Retirement Income at MassMutual Financial Group. He earned a bachelor’s degree in legal studies from the
University of Massachusetts at Amherst.
 

Peter S. Burgess has been director of Symetra since June 2010. Since June 1999 he has served as an independent adviser on financial and governance issues to insurance companies
and their audit committees. He previously spent 35 years at Arthur Andersen LLP as an accountant and partner until his retirement in 1999. He is also a director of John Hancock Trust and John
Hancock Funds II, overseeing 188 mutual funds, and of Lincoln Educational Services Corporation (NASDAQ: LINC). He was a director at PMA Capital Corporation from 2002 to 2010.
Mr. Burgess received his B.S. degree from Lehigh University.
 

David T. Foy has been a director of Symetra since March 2004 and served as Chairman of the Board from August 2004 until May 2009. He has been Executive Vice President and
Chief Financial Officer of White Mountains Insurance Group, Ltd. since 2003. Previously, he was Senior Vice President and Chief Financial Officer of Hartford Life, Inc., which he joined in
1993. He is also a director of OneBeacon Insurance Group, Ltd. (NYSE: OB). He received his B.S. degree from the Rochester Institute of Technology.
 

Sander M. Levy has been a director of Symetra since August 2004. He is a Managing Director of Vestar Capital Partners, a private equity firm, and was a founding partner at its
inception in 1988. He was previously a member of the Management Buyout Group of The First Boston Corporation. He is also a director of Validus Holdings, Ltd. (NYSE: VR), Duff & Phelps
Corporation (NYSE: DUF), and Wilton Re Holdings Limited. He received his B.S. degree from the Wharton School of the University of Pennsylvania and his M.B.A. degree from Columbia
Business School.
 

Robert R. Lusardi has been a director of Symetra since August 2005. Since February 2011 he has been Chief Executive Officer and member of PremieRe Holdings LLC, a private
insurance company. He has been a director of Primus Guaranty, Ltd. (NYSE: PRS) since 2002, where he was also Senior Advisor from March 2010 to October 2010. He was a director at
OneBeacon Insurance Group, Ltd. (NYSE: OB) from August 2006 to February 2010. He was President and Chief Executive Officer of White Mountains Financial Services LLC from February
2005 to February 2010. He received his B.A. and M.A. degrees from Oxford University and his M.B.A. from Harvard University.
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Item 11.  Executive Compensation
 

The information required by Item 11 is included in the Company’s definitive Proxy Statement, to be filed pursuant to Regulation 14A of the Securities Exchange Act of 1934 in
connection with the Company’s 2011 Annual Meeting of Stockholders, under the caption “Executive Compensation” and is incorporated herein by reference.
 

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
 

The information required by Item 12 is included in the Company’s definitive Proxy Statement, to be filed pursuant to Regulation 14A of the Securities Exchange Act of 1934 in
connection with the Company’s 2011 Annual Meeting of Stockholders, under the captions “Security Ownership of Certain Beneficial Owners and Management” and “Equity Compensation Plan
Information” and is incorporated herein by reference.
 

Item 13.  Certain Relationships and Related Transactions, and Director Independence
 

The information required by Item 13 is included in the Company’s definitive Proxy Statement, to be filed pursuant to Regulation 14A of the Securities Exchange Act of 1934 in
connection with the Company’s 2011 Annual Meeting of Stockholders, under the caption “Certain Relationships and Related Transactions” and is incorporated herein by reference.
 

Item 14.  Principal Accountant Fees and Services
 

The information required by Item 14 is included in the Company’s definitive Proxy Statement, to be filed pursuant to Regulation 14A of the Securities Exchange Act of 1934 in
connection with the Company’s 2011 Annual Meeting of Stockholders, under the caption “Independent Auditor” and is incorporated herein by reference.
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PART IV
 

Item 15.  Exhibits and Financial Statement Schedules
 

 (a) The following documents are filed as part of this report:
 

 1. Financial Statements: The information required herein has been provided in Item 8—“Financial Statements and Supplementary Data.”
 

 •    Report of Independent Registered Public Accounting Firm
 

 •    Consolidated Balance Sheets—As of December 31, 2010 and 2009 (page 104)
 

 •    Consolidated Statements of Income—Years ended December 31, 2010, 2009 and 2008 (page 105)
 

 •    Consolidated Statements of Changes in Stockholders’ Equity—Years ended December 31, 2010, 2009 and 2008 (page 106)
 

 •    Consolidated Statements of Cash Flows—Years ended December 31, 2010, 2009 and 2008 (page 107)
 

 •    Notes to Consolidated Financial Statements—Years ended December 31, 2010, 2009 and 2008 (pages 108 to 154)
 

2. Financial schedules required to be filed by Item 8 of this form, and by Item 15(d):
 

 •    Schedule I—Summary of Investments—Other Than Investments in Related Parties
 

 •    Schedule II—Condensed Financial Information of Registrant (Parent Company Only)
 

We omit other schedules from this list—and from this Form 10-K—because they either are not applicable or the information is included in our consolidated financial statements.
 

3. Exhibits—Please refer to the Exhibit Index on page 167.
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SIGNATURES
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

 

SYMETRA FINANCIAL CORPORATION

 

 By: /s/  Thomas M. Marra
Name:     Thomas M. Marra

 Title: President and Chief Executive Officer
 

Date: March 16, 2011
 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities
indicated as of March 16, 2011.
 
     

Signature  Title
 

   
/s/  Thomas M. Marra

 

Thomas M. Marra
President, Chief Executive Officer and Director

(Principal Executive Officer)
   
/s/  Margaret A. Meister

 

Margaret A. Meister
Executive Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)
   
/s/  Peter S. Burgess*

 
Peter S. Burgess

(Director)
   
/s/  David T. Foy*

 
David T. Foy

(Director)
   
/s/  Lois W. Grady*

 
Lois W. Grady

(Director)
   
/s/  Sander M. Levy*

 
Sander M. Levy

(Director)
   
/s/  Robert R. Lusardi*

 
Robert R. Lusardi

(Director)
   
/s/  Lowndes A. Smith*

 
Lowndes A. Smith

(Director)

 

By: /s/  George Pagos  
George C. Pagos,
Attorney-in-Fact*
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Schedule I
Summary of Investments—Other Than Investments in Related Parties

Year Ended December 31, 2010
(In millions)

 
             

  Cost or      Amount as  
  Amortized   Fair   Shown in the  
Type of Investment  Cost   Value   Balance Sheet 
 

Fixed maturities:             
Bonds:             

U.S. government and government agencies and authorities   $30.3   $33.1   $33.1 
States, municipalities and political subdivisions   462.9   452.8   452.8 
Foreign governments   22.0   23.6   23.6 
Public utilities   1,624.8   1,698.7   1,698.7 
Convertible bonds and bonds with warrants attached   74.9   83.0   83.0 
All other corporate bonds   12,006.8   12,574.5   12,574.5 
Mortgage-backed securities   5,983.8   6,201.9   6,201.9 

Redeemable preferred stock   50.6   40.9   40.9 
             

Total fixed maturities (1)   20,256.1   21,108.5   21,108.5 
Marketable equity securities:             

Common stock:             
Public utilities   20.2   19.9   19.9 
Banks, trusts, and insurance companies   19.3   21.2   21.2 
Industrial, miscellaneous, and all other   121.9   137.5   137.5 

Nonredeemable preferred stock   52.2   44.5   44.5 
             

Total marketable equity securities (2)   213.6   223.1   223.1 
Mortgage loans (3)   1,720.1   1,772.2   1,713.0 
Policy loans   71.5   71.5   71.5 
Other investments (4)   200.8   201.7   199.5 
             

Total investments   $22,462.1   $23,377.0   $23,315.6 
             

 

 

(1) The amount shown in the consolidated balance sheet for total fixed maturities differs from the cost and fair value presented above, as the consolidated balance sheet includes affiliated
fixed maturities with an amortized cost and fair value of $160.4 and $173.3, respectively.

 

(2) The amount shown in the consolidated balance sheet for total marketable equity securities differs from the cost and fair value presented above, as the consolidated balance sheet includes
affiliated marketable equity securities with a cost and fair value of $7.2 and $11.3, respectively.

 

(3) The amount shown in the consolidated balance sheet for mortgage loans differs from the cost presented above, as the amount in the consolidated balance sheet is presented net of a $7.1
allowance for loan losses.

 

(4) The amount shown in the consolidated balance sheet for other investments differs from the fair value presented above, as the Company’s tax credit investments are presented at amortized
cost in the consolidated balance sheet.
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Schedule II
Condensed Statements of Financial Position

(Parent Company Only)
 
         

  As of December 31, 
  2010   2009  

  
(In millions, except share and per

share data)  
 

ASSETS
Cash and investments:         

Investments, at fair value (cost: $111.3 and $52.7, respectively)   $105.4   $44.1 
Investments in subsidiaries   2,698.7   1,782.1 
Cash and cash equivalents   2.7   16.4 

         

Total cash and investments   2,806.8   1,842.6 
Current and deferred income tax receivables   19.2   21.4 
Receivables due from affiliates   14.5   39.9 
Other assets   12.7   17.0 
         

Total assets   $2,853.2   $1,920.9 
         

 
LIABILITIES AND STOCKHOLDERS’ EQUITY

Notes payable   $449.0   $448.9 
Other liabilities   23.6   38.7 
         

Total liabilities   472.6   487.6 
Preferred stock, $0.01 par value, 10,000,000 shares authorized; none issued   —   — 
Common stock, $0.01 par value, 750,000,000 shares authorized; 118,216,470 issued and 118,215,701 outstanding as of December 31, 2010 and

92,729,455 shares issued and outstanding as of December 31, 2009   1.2   0.9 
Additional paid-in capital   1,450.2   1,165.7 
Retained earnings   496.7   316.4 
Accumulated other comprehensive income (loss), net of taxes   432.5   (49.7)
         

Total stockholders’ equity   2,380.6   1,433.3 
         

Total liabilities and stockholders’ equity   $2,853.2   $1,920.9 
         

 

See accompanying notes.
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Schedule II (continued)
Condensed Statements of Income

(Parent Company Only)
 
             

  Years Ended December 31, 
  2010   2009   2008  
  (In millions)  

 

Revenues:             
Dividends from subsidiaries:             

Symetra Life Insurance Company   $40.0   $—   $100.0 
Other subsidiaries   6.5   14.1   15.7 

Net investment income (loss)   5.2   10.5   (14.8)
Net realized investment gains (losses):             

Total other-than-temporary impairment losses on securities   —   (0.3)   (8.0)
Other net realized investment gains (losses)   —   0.1   (4.3)

             

Total net realized investment gains (losses)   —   (0.2)   (12.3)
             

Total revenues   51.7   24.4   88.6 
Expenses:             

Interest expense   31.9   31.8   31.9 
Operating expenses   2.3   1.4   0.8 

             

Total expenses   34.2   33.2   32.7 
Income (loss) from operations before income taxes   17.5   (8.8)   55.9 
Income tax benefit   (10.3)   (8.3)   (22.6)
             

Income (loss) before equity in undistributed net income (loss) of subsidiaries   27.8   (0.5)   78.5 
Equity in undistributed net income (loss) of subsidiaries:             

Symetra Life Insurance Company   166.7   131.4   (52.3)
Other subsidiaries   6.4   (2.6)   (4.1)

             

Total equity in undistributed net income (loss) of subsidiaries   173.1   128.8   (56.4)
             

Net income   $200.9   $128.3   $22.1 
             

 

See accompanying notes.
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Schedule II (continued)
Condensed Statements of Cash Flows

(Parent Company Only)
 
             

  Years Ended December 31, 
  2010   2009   2008  
  (In millions)  

 

Cash flows from operating activities             
Net income   $200.9   $128.3   $22.1 
Adjustments to reconcile net income to net cash provided by (used in) operating activities:             

Equity in undistributed net income (loss) of subsidiaries   (173.1)   (128.8)   56.4 
Net realized investment (gains) losses   —   0.2   12.3 
Changes in accrued items and other adjustments, net   12.6   (23.1)   2.5 

             

Total adjustments   (160.5)   (151.7)   71.2 
             

Net cash provided by operating activities   40.4   (23.4)   93.3 
             
Cash flows from investing activities             
Purchases of investments   (179.4)   (78.6)   (173.6)
Maturities, calls, paydowns and other   66.0   10.8   18.9 
Sales of investments   55.8   48.8   150.7 
Capital contributions   (256.3)   —   (65.1)
Acquisitions, net of cash received   (2.0)   (2.0)   (1.8)
             

Net cash used in investing activities   (315.9)   (21.0)   (70.9)
             
Cash flows from financing activities             
Net proceeds from issuance of common stock   282.5   —   — 
Cash dividends paid on common stock   (20.6)   —   — 
Other, net   (0.1)   —   — 
             

Net cash provided by financing activities   261.8   —   — 
             

Net increase (decrease) in cash and cash equivalents   (13.7)   (44.4)   22.4 
Cash and cash equivalents at beginning of period   16.4   60.8   38.4 
             

Cash and cash equivalents at end of period   $2.7   $16.4   $60.8 
                          
Supplemental disclosures of cash flow information             
Net cash paid (received) during the year for:             

Interest   $31.1   $31.0   $31.3 
Income taxes   (12.9)   (6.2)   (7.8)

 

See accompanying notes.
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Schedule II (continued)
Notes to Condensed Financial Statements

(Parent Company Only)
(In millions)

 

1.  Organization and Presentation
 

The accompanying financial statements comprise a condensed presentation of financial position, results of operations and cash flows of Symetra Financial Corporation (the
“Company”) on a separate-company basis. These condensed financial statements do not include the accounts of the Company’s wholly owned subsidiaries, but instead include the Company’s
investment in those subsidiaries, stated at amounts that are substantially equal to the Company’s equity in the subsidiaries’ net assets. Therefore, the accompanying financial statements are not
those of the primary reporting entity.
 

Additional information about the Company’s accounting policies pertaining to investments and other significant areas, notes payable and commitments and contingencies are as set
forth in Notes 2, 12 and 16, respectively, to the Consolidated Financial Statements of the Company.
 

2.  Related Parties
 

The Company received cash dividends of $46.5, $14.1 and $115.7 from its subsidiaries for the years ended December 31, 2010, 2009, and 2008, respectively.
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Exhibit Index
 

     

Exhibit   
Number  Description

 

 3.1
 

Amended and Restated Certificate of Incorporation of Symetra Financial Corporation (incorporated by reference to Exhibit 3.1 of Form S-1 (Registration No. 333-162344)
filed on October 5, 2009)

 3.2  Form of Bylaws of Symetra Financial Corporation (incorporated by reference to Exhibit 3.2 of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)
 4.1  Specimen Common Stock Certificate (incorporated by reference to Exhibit 4.1 of Amendment No. 3 to Form S-1 (Registration No. 333-162344) filed on December 12, 2009)
 4.2

 
Fiscal Agency Agreement between Symetra Financial Corporation and U.S. Bank dated March 30, 2006 (incorporated by reference to Exhibit 4.2 of Form S-1 (Registration
No. 333-162344) filed on October 5, 2009)

 4.3
 

Warrant Certificate—General Reinsurance Corporation, dated October 26, 2007 (incorporated by reference to Exhibit 4.3 of Form S-1 (Registration No. 333-162344) filed on
October 5, 2009)

 4.4  Warrant Certificate—Sirius International Holdings (NL) B.V., dated October 4, 2010*
 4.5

 

Credit Agreement among Symetra Financial Corporation, the lenders party thereto and Bank of America, N.A., as administrative agent, dated as of August 16, 2007 (including
Assignment and Assumption by and between Lehman Commercial Paper, Inc. and Barclays Bank PLC dated as of October 7, 2009) (incorporated by reference to Exhibit 4.5
of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 4.6
 

Purchase Agreement between Symetra Financial Corporation and the purchasers listed therein, dated October 4, 2007 (incorporated by reference to Exhibit 4.6 of Form S-1
(Registration No. 333-162344) filed on October 5, 2009)

 4.7
 

Indenture between Symetra Financial Corporation and U.S. Bank National Association, as trustee, dated as of October 10, 2007 (incorporated by reference to Exhibit 4.7 of
Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 9.1
 

Shareholders’ Agreement among Occum Acquisition Corp. and the persons listed on the signature pages thereto, dated as of March 8, 2004 (incorporated by reference to
Exhibit 9.1 of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 9.2
 

Shareholders’ Agreement among Occum Acquisition Corp. and the persons listed on the signature pages thereto, dated as of March 19, 2004 (incorporated by reference to
Exhibit 9.2 of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 9.3
 

Shareholders’ Agreement among Occum Acquisition Corp. and the persons listed on the signature pages thereto, dated as of April 16, 2004 (incorporated by reference to
Exhibit 9.3 of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 10.1
 

Master Services Agreement between Affiliated Computer Services, Inc. and Symetra Life Insurance Company, dated August 1, 2009 (incorporated by reference to Exhibit 10.1
of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on October 26, 2009)††

 10.2
 

Amendment No. 1 dated August 9, 2010 to Master Services Agreement by and between Symetra Life Insurance Company and Affiliated Computer Services, Inc., dated
August 1, 2009 (incorporated by reference to Exhibit 10.1 of Form 10-Q filed on August 12, 2010)††

 10.3
 

Amendment No. 2 dated December 17, 2010 to Master Services Agreement by and between Symetra Life Insurance Company and Affiliated Computer Services, Inc., dated
August 1, 2009*†

 10.4

 

Coinsurance Reinsurance Agreement dated as of January 1, 1998 (the “RGA Agreement”) between Safeco Life Insurance Company and RGA Reinsurance Company
(including the two Amendments to the RGA Agreement dated as of June 19, 2002, Amendment to the RGA Agreement dated as of September 23, 2002 and Addendum to the
RGA Agreement dated as of August 12, 2003) (incorporated by reference to Exhibit 10.2 of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on October 26,
2009)††
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 10.5

 

Group Short Term Disability Reinsurance Agreement dated as of January 1, 1999 (the “Short Term Agreement”) between Safeco Life Insurance Company and Reliance
Standard Life Insurance Company, doing business as Custom Disability Solutions, successor to Duncanson & Holt Services, Inc. (including Amendment No. 1 to the Short
Term Agreement dated as of July 1, 2006 and Amendment No. 2 to the Short Term Agreement dated as of December 8, 2006) (incorporated by reference to Exhibit 10.2 of
Form 10-Q filed on November 10, 2010)

 10.6
 

Amendment No. 3 to the Group Short Term Disability Reinsurance Agreement dated as of January 19, 2011 between Safeco Life Insurance Company and Reliance Standard
Life Insurance Company, doing business as Custom Disability Solutions, successor to Duncanson & Holt Services, Inc.*

 10.7

 

Group Long Term Disability Reinsurance Agreement dated as of January 1, 1999 (the “Long Term Agreement”) between Safeco Life Insurance Company and Reliance
Standard Life Insurance Company, doing business as Custom Disability Solutions, successor to Duncanson & Holt Services, Inc. (including Amendment No. 1 to the Long
Term Agreement dated as of January 1, 2000, Amendment to the Long Term Agreement dated as of January 1, 2006, Amendment No. 3 to the Long Term Agreement dated as
of July 1, 2006, Amendment No. 4 to the Long Term Agreement dated as of December 8, 2006 and Amendment No. 5 to the Long Term Agreement dated as of September 1,
2008) (incorporated by reference to Exhibit 10.3 of Form 10-Q filed on November 10, 2010)

 10.8
 

Amendment No. 6 to the Group Long Term Disability Reinsurance Agreement dated as of January 19, 2011 (the “Long Term Agreement”) between Safeco Life Insurance
Company and Reliance Standard Life Insurance Company, doing business as Custom Disability Solutions, successor to Duncanson & Holt Services, Inc.*

 10.9
 

Coinsurance Agreement dated as of August 24, 2001 between Safeco Life Insurance Company and The Lincoln National Life Insurance Company (incorporated by reference
to Exhibit 10.5 of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on October 26, 2009)††

 10.10
 

Coinsurance Funds Withheld Reinsurance Agreement dated as of December 1, 2001 between Safeco Life Insurance Company and Transamerica Insurance Company
(incorporated by reference to Exhibit 10.6 of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on October 26, 2009)††

 10.11

 

Investment Management Agreement between White Mountains Advisors LLC and Occum Acquisition Corp., dated as of March 14, 2004 (including Amendment to Investment
Management Agreement dated as of September 30, 2004, Amendment No. 2 to the Investment Management Agreement dated as of August 1, 2005, Amendment No. 3 to the
Investment Management Agreement dated as of October 1, 2005 and Amendment No. 4 to the Investment Management Agreement dated as of March 9, 2007) (incorporated
by reference to Exhibit 10.7 of Form S-1 (Registration No. 333-162344) filed on October 5, 2009)

 10.12
 

Amendment No. 5 dated September 19, 2009 to the Investment Management Agreement dated as of March 14, 2004 between White Mountains Advisors LLC and Occum
Acquisition Corp.*

 10.13
 

Investment Management Agreement by and between Prospector Partners, LLC and Symetra Financial Corporation, dated July 1, 2010 (incorporated by reference to
Exhibit 10.2 of Form 10-Q filed on August 12, 2010)
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 10.14

 

Agency Agreement dated as of March 10, 2006 among Symetra Life Insurance Company, WM Financial Services, Inc. and WMFS Insurance Services, Inc. (including
Addendum to the Agency Agreement dated as of February 22, 2007, Amendment to the Agency Agreement dated as of March 26, 2007, Amendment to the Agency Agreement
dated as of July 17, 2007, Amendment to the Agency Agreement dated as of December 18, 2007, Amendment to the Agency Agreement dated as of September 15, 2008,
Amendment to the Agency Agreement dated as of September 23, 2008, Addendum to the Agency Agreement dated as of September 23, 2008, Assignment of Agency
Agreement between Symetra Life Insurance Company and WaMu Investments, Inc. (formerly WM Financial Services, Inc.) dated as of May 2, 2009 among Symetra Life
Insurance Company, WaMu Investments, Inc. (formerly WM Financial Services, Inc.), WMFS Insurance Services, Inc. and Chase Insurance Agency, Inc. and Amendment to
the Agency Agreement dated as of May 2, 2009) (incorporated by reference to Exhibit 10.8 of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on
October 26, 2009)††

 10.15

 

Agency Agreement dated as of September 26, 2006 among Symetra Life Insurance Company and Chase Insurance Agency, Inc. (including Addendum to the Agency
Agreement dated as of May 15, 2007 and Addendum to the Agency Agreement dated as of March 21, 2008) (incorporated by reference to Exhibit 10.9 of Amendment No. 1 to
Form S-1 (Registration No. 333-162344) filed on October 26, 2009)††

 10.16
 

Amendments dated September 21, 2010 and January 1, 2011 to the Agency Agreement dated as of September 26, 2006 among Symetra Life Insurance Company and Chase
Insurance Agency, Inc.*†

 10.17
 

Employment Agreement between Mr. Marra and Symetra Financial Corporation, dated June 7, 2010 (incorporated by reference to Exhibit 10.1 of Form 8-K filed on June 11,
2010)**

 10.18
 

Separation and Consulting Agreement between Mr. Talbot and Symetra Financial Corporation, dated June 7, 2010 (incorporated by reference to Exhibit 10.2 of Form 8-K filed
on June 11, 2010)**

 10.19
 

Separation Agreement and General Release between Mr. Lindsay and Symetra Financial Corporation, dated August 27, 2010 (incorporated by reference to Exhibit 10.1 of
Form 8-K/A filed on September 7, 2010)**

 10.20
 

Separation Agreement and General Release between Mr. McCormick and Symetra Financial Corporation, dated November 1, 2010 (incorporated by reference to Exhibit 10.1
of Form 8-K/A filed on November 22, 2010)**

 10.21
 

Separation Agreement and General Release between Ms. Davies and Symetra Life Insurance Company, dated December 15, 2010 (incorporated by reference to Exhibit 10.1 of
Form 8-K/A filed on December 23, 2010)**

 10.22
 

Symetra Financial Corporation Performance Share Plan 2007-2009 (incorporated by reference to Exhibit 10.11 of Form S-1 (Registration No. 333-162344) filed on October 5,
2009)**

 10.23
 

Symetra Financial Corporation Performance Share Plan 2008-2010 (incorporated by reference to Exhibit 10.12 of Form S-1 (Registration No. 333-162344) filed on October 5,
2009)**

 10.24
 

Symetra Financial Corporation Performance Share Plan 2009-2011 (incorporated by reference to Exhibit 10.13 of Form S-1 (Registration No. 333-162344) filed on October 5,
2009)**

 10.25  Annual Incentive Bonus Plan (incorporated by reference to Exhibit 10.14 of Form 10-Q filed on August 12, 2010)**
 10.26  Symetra Financial Corporation Equity Plan (amended and restated on March 4, 2011)* **
 10.27

 
Symetra Financial Corporation Employee Stock Purchase Plan (amended and restated on May 11, 2010) (incorporated by reference to Exhibit 10.23 of Form 10-Q filed on
May 14, 2010)**

 10.28
 

2009 Sales Incentive Plan for Pat McCormick (incorporated by reference to Exhibit 10.18 of Amendment No. 1 to Form S-1 (Registration No. 333-162344) filed on
October 26, 2009)††**

 10.29  Form of Restricted Stock Agreement (incorporated by reference to Exhibit 10.21 of Form 10-Q filed on May 14, 2010)**
 10.30

 
Form of Performance Unit Award Agreement Pursuant to the Symetra Financial Corporation Equity Plan 2010-2012 Grant (incorporated by reference to Exhibit 10.22 of
Form 10-Q filed on May 14, 2010)**
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 10.31  Form of Stock Option Award Agreement (incorporated by reference to Exhibit 10.1 of Form 10-Q filed on November 10, 2010)**
 10.32

 
Form of Director and Officer Indemnification Agreement (incorporated by reference to Exhibit 10.20 of Amendment No. 3 to Form S-1 (Registration No. 333-162344) filed on
December 12, 2009)**

 10.33
 

Restricted Stock Agreement between Thomas M. Marra and Symetra Financial Corporation, dated February 18, 2011 (incorporated by reference to Exhibit 10.1 of Form 8-K
filed on February 23, 2011)**

 10.34
 

Performance Unit Award Agreement between Thomas M. Marra and Symetra Financial Corporation, dated February 18, 2011 (incorporated by reference to Exhibit 10.2 of
Form 8-K filed on February 23, 2011)**

 10.35  2011 Incentive Compensation Plan — Life and Retirement Sales for Richard LaVoice†* **
 14.1  Code of Business Conduct (incorporated by reference to Exhibit 14.1 of Form 10-K filed on March 9, 2010)
 21.1

 
Subsidiaries of Symetra Financial Corporation (incorporated by reference to Exhibit 21.1 of Amendment No. 4 to Form S-1 (Registration No. 333-162344) filed on January 6,
2010)

 23.1  Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm*
 24.1  Powers of Attorney with respect to the Annual Report on Form 10-K for the fiscal year ended December 31, 2010.*
 31.1  Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities Exchange Act, as amended*
 31.2  Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities Exchange Act, as amended*
 32.1  Certification of Chief Executive Officer Pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*
 32.2  Certification of Chief Financial Officer Pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*

 

 

† Confidential treatment has been requested for portions of this exhibit.
 

†† Confidential treatment has been granted for certain portions which are omitted in the copy of the exhibit electronically filed with the SEC. The omitted information has been filed
separately with the SEC pursuant to our application for confidential treatment.

 

* Filed herewith.
 

** Management contract and compensatory plans and arrangements required to be filed as exhibits under Item 15(b) of this report.
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Exhibit 4.4

SYMETRA FINANCIAL CORPORATION
(formerly Occum Acquisition Corp.)

Warrant Certificate
   
Certificate No.: W-17  Date: 10/04/2010
 
Warrant Holder: Sirius International Holdings (NL) B.V.  Warrant Shares: 9,487,872

This Certificate is issued to the Warrant Holder and for the number of Warrant Shares identified above, pursuant to:
       
    X     Assignment of prior Warrant Holder: White Mountains Re (NL) B.V.
       
  Other:     
 

    
 

  
       
    

 

  

and replaces Certificate No. W-16

All other terms and conditions of the Warrant dated July 29, 2004, attached hereto remain the same.

Recorded on Symetra Financial Corporation’s Warrant Ledger.
       
 

 
By:

 
/s/ Julie M. Bodmer
 

Julie M. Bodmer  
 

    Assistant Secretary   

 



 

 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933 (THE “SECURITIES ACT”), OR ANY U.S. STATE SECURITIES
LAWS AND MAY NOT BE TRANSFERRED, SOLD, ASSIGNED, PLEDGED OR OTHERWISE DISPOSED OF UNLESS (I) (A) A REGISTRATION STATEMENT IS IN EFFECT UNDER THE SECURITIES ACT
WITH RESPECT TO SUCH SECURITIES, OR (B) A WRITTEN OPINION OF COUNSEL REASONABLY ACCEPTABLE TO THE COMPANY IS PROVIDED TO THE COMPANY TO THE EFFECT THAT NO
SUCH REGISTRATION IS REQUIRED, AND (II) THE TRANSFEREE IS AN “ACCREDITED INVESTOR” AS DEFINED IN RULE 501(a) OF REGULATION D UNDER THE SECURITIES ACT.

IN ADDITION, ANY SALE, ASSIGNMENT, TRANSFER, PLEDGE OR OTHER DISPOSITION OF THE SECURITIES REPRESENTED BY THIS CERTIFICATE IS RESTRICTED BY, AND THE RIGHTS
ATTACHING TO THESE SECURITIES ARE SUBJECT TO, THE TERMS AND CONDITIONS CONTAINED HEREIN AND THE SHAREHOLDERS AGREEMENT DATED AS OF MARCH 8, 2004 (THE
“SHAREHOLDERS AGREEMENT”), AS IT MAY BE AMENDED FROM TIME TO TIME, WHICH ARE AVAILABLE FOR EXAMINATION BY HOLDERS OF SECURITIES AT THE REGISTERED OFFICE OF
THE COMPANY. THE HOLDER OF THE SECURITIES REPRESENTED BY THIS CERTIFICATE, BY ACQUIRING AND HOLDING SUCH SECURITIES, SHALL BE DEEMED A PARTY TO SUCH
SHAREHOLDERS AGREEMENT FOR ALL PURPOSES AND SHALL BE REQUIRED TO AGREE IN WRITING TO BE BOUND BY AND PERFORM ALL OF THE TERMS AND PROVISIONS OF SUCH
SHAREHOLDERS AGREEMENT, ALL AS MORE FULLY PROVIDED THEREIN. IN ADDITION, ANY TRANSFEREE OF THE SECURITIES REPRESENTED BY THIS CERTIFICATE SHALL BE DEEMED TO
BE A PARTY TO SUCH SHAREHOLDERS AGREEMENT FOR ALL PURPOSES AND SHALL BE REQUIRED BY THE TRANSFEROR TO AGREE IN WRITING TO ACQUIRE AND HOLD SUCH
SECURITIES SUBJECT TO ALL OF THE TERMS OF SUCH SHAREHOLDERS AGREEMENT, ALL AS MORE FULLY PROVIDED THEREIN, WHICH TERMS ARE TO BE ENFORCED BY THE
SHAREHOLDERS OF THE COMPANY.

OCCUM ACQUISITION CORP.

WARRANT
   
Certificate No.: W - 2  Date: July 29, 2004

          FOR CONSIDERATION RECEIVED, Occum Acquisition Corp., a Delaware corporation (the “Company”), hereby grants to White Mountains Re Group, Ltd. (the “Warrant Holder”) this warrant certificate (this
“Warrant”) to purchase, in accordance with the terms set forth herein, 1,090,560 shares (the “Warrant Shares”) of the Company’s common shares, initially having a par value of U.S. $0.01 per share (the “Common Shares”),
at a price per share equal to U.S. $100, as adjusted from time to time



 

 

 2

pursuant to Section 2 hereof (the “Exercise Price”) but at no time shall the Exercise Price be less than the then current par value of any share to be issued pursuant hereto.

          This Warrant is issued pursuant to a letter agreement, dated as of March 8, 2004, between the Company and the Warrant Holder.

          This Warrant is subject to the following provisions:

          SECTION 1. Warrant Terms. (a) This Warrant is for the purchase of the Warrant Shares at the Exercise Price.

          (b) This Warrant shall expire on the tenth anniversary of the date hereof (the “Expiration Date”). The Warrant exercise procedure set forth in Section 3 hereof must be commenced by the Warrant Holder by 3:30 p.m.
New York City time on such Expiration Date.

          SECTION 2. Anti-dilution Provisions. In order to prevent dilution of the purchase rights granted under Section 1 hereof, the Exercise Price shall be subject to adjustment from time to time pursuant to this Section 2;
provided, however, that under no circumstances will the Exercise Price be less than the then current par value of any share to be issued under this Warrant.

          (a) Effect on Exercise Price of Certain Events. For purposes of determining the adjusted Exercise Price, the following shall be applicable:

     (1) Share Dividend, Subdivision or Consolidation/Combination of Common Shares. If the Company, at any time while this Warrant is outstanding, (A) shall pay a stock or bonus share dividend on its Common
Shares or pay any other distribution in Common Shares, (B) subdivide the class of Common Shares into a larger number of shares or (C) consolidate/combine the class of Common Shares into a smaller number of
shares, then the Exercise Price thereafter shall be determined by multiplying the Exercise Price by a fraction (x) the numerator of which shall be the number of Common Shares (excluding treasury shares, if any) issued
and outstanding before such event and (y) the denominator of which shall be the number of Common Shares (excluding treasury shares, if any) issued and outstanding after such event. Any adjustment made pursuant to
this Section 2(a)(l) shall become effective immediately after the record date for the determination of shareholders entitled to receive such dividend or distribution and shall become effective immediately after the
effective date in the case of a subdivision or combination.

     (2) Issuance of Additional Common Shares. In case the Company at any time or from time to time after the date hereof shall issue or sell additional Common Shares, other than any issuance to which Section 2(a)(l)
shall apply, without consideration or for a consideration per share less than the Fair Market Value of the Common Shares on the day immediately prior to such issue or sale, then, and in each such case, subject to
Section 2(b)(iv), the Exercise Price shall be
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reduced, concurrently with such issue or sale, to a price determined by multiplying such Exercise Price by a fraction

     (x) the numerator of which shall be (i) the number of Common Shares outstanding immediately prior to such issue or sale plus (ii) the number of Common Shares which the aggregate consideration received by
the Company for the total number of such additional Common Shares so issued or sold would purchase at such Fair Market Value of the Common Shares, and

     (y) the denominator of which shall be the number of Common Shares outstanding immediately after such issue or sale;

provided that for the purposes of this Section 2(a)(2), treasury shares shall not be deemed to be outstanding.

     (3) Dividends and Distributions. In case the Company at any time or from time to time after the date hereof shall declare, order, pay or make a dividend or other distribution (including any distribution of other or
additional stock or other securities or property or options, warrants or other rights to purchase Common Shares or Convertible Securities (as hereinafter defined) (other than options granted to employees of the
Company) (collectively, “Assets”) by way of dividend or spin-off, reclassification, recapitalization or similar corporate rearrangement) on the Common Shares, other than a dividend payable in additional Common
Shares (which is the subject of Section 2(a)(l) hereof), then, and in each such case, the Company shall make the same dividend or distribution to Warrant Holders as it makes to holders of Common Shares pro rata
based on the number of Common Shares for which such Warrants are then exercisable, and the Exercise Price shall not be adjusted in respect thereof.

     (4) Consolidation, Merger, etc.

          (A) Adjustments for Consolidation, Merger, Sale of Assets, Reorganization, etc. In case the Company after the date hereof (i) shall consolidate with or merge into any other Person (as hereinafter defined) and
shall not be the continuing or surviving corporation of such consolidation or merger, (ii) shall permit any other Person to consolidate with or merge into the Company and the Company shall be the continuing or
surviving Person but, in connection with such consolidation or merger, the Common Shares shall be changed into or exchanged for stock or other securities of any other Person or cash or any other property,
(iii) shall transfer all or substantially all of its properties or assets to any other Person, (iv) shall effect a capital reorganization or reclassification of the Common Shares (other than a capital reorganization or
reclassification resulting in an adjustment to the Exercise Price as provided in another paragraph of this Section 2), or (v) shall effect any other transaction in which the Common Shares are
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changed into or exchanged for stock or other securities of any other Person, then, except and insofar as otherwise provided in Section 2(a)(4)(C) in the case of each such transaction, proper provision shall be made
so that, upon the basis and the terms and in the manner provided in this Warrant, the holder of this Warrant, upon the exercise hereof at any time after the consummation of such transaction, shall be entitled to
receive (at the aggregate Exercise Price in effect at the time of such consummation for all Common Shares issuable upon such exercise immediately prior to such consummation), in lieu of the Common Shares
issuable upon such exercise prior to such consummation, the amount of securities, cash or other property to which such holder would actually have been entitled as a shareholder upon such consummation if such
holder had exercised the rights represented by this Warrant immediately prior thereto. As used herein, “Person” shall mean an individual, company, corporation, limited liability company, firm, partnership, trust,
estate, unincorporated association or other entity.

     (B) Assumption of Obligations. Notwithstanding anything contained in this Warrant or in the Shareholders Agreement to the contrary, the Company will not effect any of the transactions described in
Sections 2(a)(4)(A)(i)-(v) unless, prior to the consummation thereof, each Person (other than the Company) which may be required to deliver any stock, securities, cash or property upon the exercise of this Warrant
as provided herein shall assume, by written instrument delivered to, and reasonably satisfactory to, the holder of this Warrant, the obligations of the Company under this Warrant (and if the Company shall survive
the consummation of such transaction, such assumption shall be in addition to, and shall not release the Company from, any continuing obligations of the Company under this Warrant). Nothing in this Section 2(a)
(4) shall be deemed to authorize the Company to enter into any transaction not otherwise permitted by the Shareholders Agreement or the By-laws.

     (C) Qualifying Transactions. (1) In the event that, after the date hereof, the Company shall effect a transaction of the type contemplated by subparagraph (A) above and in connection therewith (x) the Common
Shares are exchanged in whole or in part for cash (other than cash in lieu of fractional shares), securities (other than Voting Common Stock (as defined below)) or other property (collectively, “Non-Common
Consideration”) and (y) the Per Share Value (as defined below) exceeds the Subscription Price (as defined below) (any such transaction being referred to herein as a “Qualifying Transaction”), then (i) the holder of
this Warrant shall receive, upon the consummation of the Qualifying Transaction, an amount in cash equal to the Intrinsic Value Amount (as defined below) and (ii) if any portion of the consideration to be received
by holders of Common Shares in such Qualifying Transaction consists of Voting Common Stock (as defined below), the holder of the Warrant, upon the exercise hereof at any time after the consummation of such
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Qualifying Transaction, shall be entitled to receive, at the aggregate exercise price determined pursuant to subparagraph (C)(3) below, the number of shares of Voting Common Stock determined pursuant to
subparagraph (C)(3) below.

     (2) Certain Definitions. For purposes of this Section 2(a)(4), the following terms have the following meanings:

          “Per Share Value” means the average value of the consideration to be received in respect of each outstanding Common Share pursuant to the Qualifying Transaction as determined by mutual agreement of the
Independent Directors (as defined in Section 2(b)(ii) below) and the holders of not less than 50% in interest of all outstanding warrants to purchase Common Shares containing this provision, or, if they shall fail to agree, by
an Investment Bank.

          “Subscription Price” means U.S. $100.00; provided, however, that such amount shall be (i) adjusted in an appropriate and proportionate manner consistent with the provisions for adjusting the Exercise Price in
Section 2(a)(l) for any events that require an adjustment in the Exercise Price pursuant to such section and (ii) reduced by an amount equal to the pre-tax value (determined pursuant to Section 2(b)(i)) per Common Share of
any dividend or other distribution described in Section 2(a)(3).

          “Voting Common Stock” means, as to any issuer, (i) voting equity securities of such issuer having no preference as to dividends or in a liquidation over any other securities of such issuer, (ii) nonvoting equity
securities of such issuer which are in all other respects identical to, and are expected to have, after completion of the Qualifying Transaction, liquidity substantially equivalent to or greater than, the outstanding voting equity
securities of such issuer that would fit the description in the preceding clause (i), or (iii) securities convertible into or exchangeable for the voting or nonvoting securities described in clause (i) or (ii).

          “Intrinsic Value Amount” means (i) the Applicable Black-Scholes Value minus (ii) the Applicable Reduction, if any.

          “Applicable Black-Scholes Value” shall mean the product of (i) the Black-Scholes Value and (ii) the Non-Common Stock Portion.

          “Non-Common Stock Portion” means (i) one minus (ii) the Common Stock Portion.

          “Common Stock Portion” means the quotient obtained by dividing (i) the total value of the shares of Voting Common Stock to be issued in respect of the outstanding Common Shares pursuant to the Qualifying
Transaction by (ii) the total value of the shares of Voting Common Stock and Non-Common Consideration to be issued in respect of the outstanding Common Shares pursuant to the Qualifying Transaction, in each case as
determined by mutual agreement of the Independent Directors and the holders of not less than 50% in interest of all outstanding warrants to purchase Common Shares containing this provision, or, if they shall fail to agree,
by an Investment Bank.
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          “Applicable Reduction” means the product of (i) the Reduction Amount and (ii) the Non-Common Stock Portion.

          “Reduction Amount” means the product of (i) the Discount Factor and (ii) the amount by which (x) the Black-Scholes Value exceeds (y) the Total Spread.

          “Discount Factor” means (A) one minus (B) the quotient obtained by dividing (i) the amount by which (x) the Per Share Value exceeds (y) the Subscription Price by (ii) the amount by which (x) the Hurdle Price
exceeds (y) the Subscription Price; provided, that if the quotient determined pursuant to clause (B) is greater than one, such quotient shall be deemed to be one.

          “Total Spread” means the product of (i) the total number of Warrant Shares purchasable pursuant to this Warrant immediately prior to the completion of the Qualifying Transaction and (ii) the Spread.

          “Spread” means the amount by which (i) the Per Share Value exceeds (ii) the Subscription Price; provided, however, that in the event the Subscription Price exceeds the Per Share Value, the Spread shall be deemed to
be zero.

          “Hurdle Price” means U.S. $ 155.00; provided, however, that such amount shall be (i) adjusted in an appropriate and proportionate manner consistent with the provisions for adjusting the Exercise Price in
Section 2(a)(l) for any events that require an adjustment in the Exercise Price pursuant to such section and (ii) reduced by an amount equal to the pre-tax value (determined pursuant to Section 2(b)(i)) per Common Share of
any dividend or other distribution described in Section 2(a)(3).

          “Investment Bank” means an independent nationally-recognized U.S. investment banking firm selected by the Independent Directors with the consent of the holders of not less than 50% in interest of all outstanding
warrants to purchase Common Shares containing this provision (which consent shall not be unreasonably withheld), the fees and expenses of which shall be shared equally by the Company on the one hand and such holders
on the other.

          “Black-Scholes Value” means the value of this Warrant immediately prior to consummation of the Qualifying Transaction, as calculated by an Investment Bank, using the Black-Scholes calculation method for
valuing options and the following assumptions:
   
     Volatility =   25%
   
     Risk Free Rate =  the then current effective U.S. Federal government interest rate for a bond or note with a remaining time to maturity equal to the Term of the Warrant then in effect
   
     Dividend Yield =   0%
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     Exercise Price =  the Exercise Price in effect immediately prior to the consummation of the Qualifying Transaction
   
     Term of the Warrant =  the lesser of five years and the remaining term of the Warrant, measured from the date of completion of the Qualifying Transaction to the Expiration Date

The underlying security price for purposes of the Black-Scholes calculation shall be the Per Share Value.

          Exhibit C to this Warrant contains examples illustrating certain of the calculations required by this Section 2(a)(4)(C).

     (3) Voting Common Stock Consideration. In the event of a Qualifying Transaction in which any portion of the consideration to be received by holders of Common Shares in such Qualifying Transaction consists of
Voting Common Stock, then proper provision shall be made so that, upon the basis and the terms and in the manner provided in this Warrant, the holder of this Warrant, upon the exercise hereof at any time after the
consummation of such Qualifying Transaction, shall be entitled to receive (at the aggregate exercise price determined pursuant to this subparagraph (3)) a number of shares of Voting Common Stock equal to the
product of (i) the product of (x) the aggregate number of Warrant Shares purchasable pursuant to this Warrant immediately prior to the completion of the Qualifying Transaction and (y) the Common Stock Portion and
(ii) the Calculated Exchange Ratio. The aggregate exercise price of this Warrant after the consummation of such Qualifying Transaction shall be equal to the product of (i) the aggregate Exercise Price of this Warrant
for the number of Warrant Shares purchasable pursuant to this Warrant immediately prior to the completion of the Qualifying Transaction and (ii) the Common Stock Portion.

For purposes of this subparagraph (3):

          “Calculated Exchange Ratio” means the quotient obtained by dividing (i) the Per Share Value by (ii) the Average Closing Price of the Voting Common Stock.

          “Average Closing Price” means (a) the average of the closing prices per share of the Voting Common Stock on the national securities exchange or automated quotation system on which such stock is then listed for the
10 consecutive trading days immediately preceding the closing date of the Qualifying Transaction, or (b) if such Voting Common Stock is not so listed, the fair market value per share of such Voting Common Stock,
determined by mutual agreement of the Independent Directors and the holders of not less than 50% in interest of all outstanding warrants to purchase Common Shares containing this provision, or, if they shall fail to agree,
by an Investment Bank.

     (4) Cancelation of Warrant. In the event of a Qualifying Transaction in which the Common Stock Portion is zero, then the holder of this Warrant shall surrender this Warrant at the time of payment of the Intrinsic
Value Amount,
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whereupon this Warrant shall be canceled and all rights hereunder shall expire. In the event of a Qualifying Transaction in which the Common Stock Portion is more than zero, then the holder of this Warrant shall
surrender this Warrant at the time of payment of the Intrinsic Value Amount in exchange for a warrant of like tenor representing the right to purchase the number of shares of Voting Common Stock determined pursuant
to Section 2(a)(4)(C)(3) at the aggregate exercise price as determined pursuant to Section 2(a)(4)(C)(3).

     (5) Cash Elections; etc. In the event that the type of consideration to be received per Common Share in a Qualifying Transaction is subject to the election of the holders thereof, such election permits such holder to
elect to receive Voting Common Stock and there is no limitation on the number of shares of Voting Common Stock to be issued in the Qualifying Transaction, then (i) after the consummation of such transaction this
Warrant shall be exercisable solely for Voting Common Stock, (ii) such transaction shall not be deemed to constitute a Qualifying Transaction and (iii) the provisions of Section 2(a)(4)(A) shall apply.

     (6) All Reasonable Efforts. In the case of a Qualifying Transaction in which any portion of the consideration to be received by the holders of Common Shares consists of Voting Common Stock, the holder of this
Warrant and the Company shall use all reasonable efforts to cause this Warrant to become exercisable solely for Voting Common Stock and, if the Person who shall be issuing Voting Common Stock in such transaction
agrees in writing that this Warrant shall be exercisable solely for Voting Common Stock, then (i) such transaction shall not be deemed to constitute a Qualifying Transaction and (ii) the provisions of Section 2(a)(4)(A)
shall apply.

          (b) Other Provisions Applicable to Adjustments Under This Section. The following provisions shall be applicable to the making of adjustments to the number of Warrant Shares for which the Warrant is exercisable
provided for in this Section 2.

     (i) Adjustment in Number of Warrant Shares. Upon each adjustment of the Exercise Price pursuant to Sections 2(a)(l) or 2(a)(2), the number of Common Shares for which this Warrant is exercisable shall be
adjusted by multiplying the number of Common Shares for which this Warrant was exercisable prior to such adjustment by a fraction (i) whose numerator is the Exercise Price in effect immediately prior to such
adjustment and (ii) whose denominator is the Exercise Price in effect immediately after such adjustment.

     (ii) Computation of Asset Value and Fair Market Value for Purposes of Section 2. To the extent that the Company shall distribute Assets other than cash, except as herein otherwise expressly provided, then the
value of such Assets shall be determined by mutual agreement of the Independent Directors and the holders of not less than 50% in interest of all outstanding warrants to purchase Common Shares containing this
provision, or, if they shall fail to agree, by an Investment Bank. The “Fair Market Value” of the Common Shares at any given time shall mean (a) if the Common Shares are listed on a
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securities exchange (or quoted in a securities quotation system), the average closing sale price of the Common Shares on such exchange (or in such quotation system), or, if the Common Shares are listed on (or quoted
in) more than one exchange (or quotation system), the average closing sale price of the Common Shares on the principal securities exchange (or quotation system) on which the Common Shares are then traded, or, if
the Common Shares are not then listed on a securities exchange (or quotation system) but are traded in the over-the-counter market, the average of the latest bid and asked quotations for the Common Shares in such
market, in each case for the last five trading days immediately preceding the day on which such Fair Market Value is determined in accordance with the applicable provision of this Section 2 or (b) if no such closing
sales prices or quotations are available because such shares are not publicly traded or otherwise, the fair value of such shares as determined by mutual agreement of the Independent Directors and the holders of not less
than 50% in interest of all outstanding warrants to purchase Common Shares containing this provision, or, if they shall fail to agree, by an Investment Bank. As used herein, the term “Independent Director” shall mean
each member of the Board of Directors of the Company that is not (x) a director, officer or employee of any Warrant Holder or any affiliate of any Warrant Holder, (y) the holder of a 10% or greater equity interest in
any Warrant Holder or any affiliate of any Warrant Holder or (z) a member of the immediate family of any director, officer or employee of any Warrant Holder or any holder of a 10% or greater equity interest in any
such Warrant Holder or any affiliate of any Warrant Holder.

     (iii) When Adjustment To Be Made. The adjustments required by this Section 2 shall be made whenever and as often as any specified event requiring an adjustment shall occur. For the purpose of any adjustment,
any specified event shall be deemed to have occurred at the close of business on the date of its occurrence.

     (iv) Fractional Interest: Rounding. In computing adjustments under this Section 2, fractional interests in Common Shares shall be taken into account to the nearest 1/10th of a share, and adjustments in the Exercise
Price shall be made to the nearest $ .001.

     (v) Certain Exclusions. No adjustment in the number of Common Shares purchasable under this Warrant or the Exercise Price therefor shall be made as a result of (x) any adjustment in the number of Common
Shares purchasable under any other Warrant or the exercise price thereunder, or (y) for the issuance of any employee stock options or any Common Shares issuable under employee stock options, employee stock
purchase plans, or any other form of equity based compensation granted to employees of the Company.

     (vi) Computation of Consideration. For the purposes of this Section 2,
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     (A) the consideration for the issue or sale of any additional Common Shares shall, irrespective of the accounting treatment of such consideration,

     (x) insofar as it consists of cash, be computed at the net amount of cash received by the Company,

     (y) insofar as it consists of property (including securities) other than cash, be computed at the fair value thereof at the time of such issue or sale, as determined by mutual agreement of the Independent
Directors and the holders of not less than 50% in interest of all outstanding warrants to purchase Common Shares containing adjustment provisions of like tenor to the applicable adjustment provision contained
in this Warrant, or, if they shall fail to agree, by an Investment Bank, and

     (z) in case additional Common Shares are issued or sold together with other stock or securities or other assets of the Company for a consideration which covers both, be the portion of such consideration so
received, computed as provided in clauses (x) and (y) above, allocable to such additional Common Shares, all as determined in good faith by mutual agreement of the Independent Directors and the holders of
not less than 50% in interest of all outstanding warrants to purchase Common Shares containing adjustment provisions of like tenor to the applicable adjustment provision contained in this Warrant, or, if they
shall fail to agree, by an Investment Bank;

     (B) additional Common Shares deemed, pursuant to Section 2(c), to have been issued, relating to Options and Convertible Securities, shall be deemed to have been issued for a consideration per share
determined by dividing

     (x) the total amount, if any, received and receivable by the Company as consideration for the issue, sale, grant or assumption of the Options or Convertible Securities in question, plus the minimum
aggregate amount of additional consideration (as set forth in the instruments relating thereto, without regard to any provision contained therein for a subsequent adjustment of such consideration to protect
against dilution) payable to the Company upon the exercise in full of such Options or the conversion or exchange of such Convertible Securities or, in the case of Options for Convertible Securities, the
exercise of such Options for Convertible Securities and the conversion or exchange of such Convertible Securities, in each case computing such consideration as provided in the foregoing subdivision (A),
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by

     (y) the maximum number of Common Shares (as set forth in the instruments relating thereto, without regard to any provision contained therein for a subsequent adjustment of such number) issuable upon
the exercise of such Options or the conversion or exchange of such Convertible Securities; and

     (C) additional Common Shares deemed to have been issued pursuant to Section 2(a)(l), relating to stock dividends, stock splits, etc., shall be deemed to have been issued for no consideration.

          (c) Treatment of Options and Convertible Securities. In case the Company at any time or from time to time after the date hereof shall issue, sell, grant or assume, or shall fix a record date for the determination of
holders of any class of securities of the Company other than the Common Shares entitled to receive, any (x) options, warrants or other rights to purchase Common Shares (other than options granted to employees) or
Convertible Securities (as defined below) (“Options”) or (y) securities convertible into or exchangeable for Common Shares (“Convertible Securities”), then, and in each such case, the maximum number of additional
Common Shares (as set forth in the instrument relating thereto, without regard to any provisions contained therein for a subsequent adjustment of such number) issuable upon the exercise of such Options or, in the case of
Convertible Securities and Options therefor, the conversion or exchange of such Convertible Securities, shall be deemed for purposes of Section 2(a)(2) to be additional Common Shares issued as of the time of such issue,
sale, grant or assumption or, in case such a record date shall have been fixed, as of the close of business on such record date (or, if the Common Shares trade on an ex-dividend basis, on the date prior to the commencement
of ex-dividend trading); provided, however, that such additional Common Shares shall not be deemed to have been issued unless the consideration per share (determined pursuant to section 2(b)(vi)) would be less than the
Fair Market Value on the date immediately prior to such issue, sale, grant or assumption or immediately prior to the close of business on such record date (or, if the Common Shares trade on an ex-dividend basis, on the date
prior to the commencement of ex-dividend trading), as the case may be, and provided further that in any such case in which additional Common Shares are deemed to be issued:

     (i) no further adjustment of the Exercise Price shall be made upon the subsequent issue or sale of Convertible Securities or Common Shares upon the exercise of such Options or the conversion or exchange of such
Convertible Securities;

     (ii) if such Options or Convertible Securities by their terms provide, with the passage of time or otherwise, for any increase or decrease in the consideration payable to the Company, or decrease or increase in the
number of additional Common Shares issuable, upon the exercise, conversion or exchange thereof (by change of rate or otherwise), the Exercise Price computed upon the original issue, sale, grant or assumption thereof
(or upon the occurrence of the
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record date, or date prior to the commencement of ex-dividend trading, as the case may be, with respect thereto), and any subsequent adjustments based thereon, shall, upon any such increase or decrease becoming
effective, be recomputed to reflect such increase or decrease insofar as it affects such Options, or the rights of conversion or exchange under such Convertible Securities, which are outstanding at such time;

     (iii) upon the expiration (or purchase by the Company and cancellation or retirement) of any such Options which shall not have been exercised or the expiration of any rights of conversion or exchange under any
such Convertible Securities which (or purchase by the Company and cancellation or retirement of any such Convertible Securities the rights of conversion or exchange under which) shall not have been exercised, the
Exercise Price computed upon the original issue, sale, grant or assumption thereof (or upon the occurrence of the record date, or date prior to the commencement of ex-dividend trading, as the case may be, with respect
thereto), and any subsequent adjustments based thereon, shall, upon such expiration (or such cancellation or retirement, as the case may be), be recomputed as if:

     (A) in the case of Options for Common Shares or Convertible Securities, the only additional Common Shares issued or sold were the additional Common Shares, if any, actually issued or sold upon the exercise
of such Options or the conversion or exchange of such Convertible Securities and the consideration received therefor was (x) an amount equal to (1) the consideration actually received by the Company for the
issue, sale, grant or assumption of all such Options, whether or not exercised, plus (2) the consideration actually received by the Company upon such exercise, minus (3) the consideration paid by the Company for
any purchase of such Options which were not exercised, or (y) an amount equal to (1) the consideration actually received by the Company for the issue or sale of all such Convertible Securities which were actually
converted or exchanged, plus (2) the additional consideration, if any, actually received by the Company upon such conversion or exchange, minus (3) the consideration paid by the Company for any purchase of
such Convertible Securities the rights of conversion or exchange under which were not exercised, and

     (B) in the case of Options for Convertible Securities, only the Convertible Securities, if any, actually issued or sold upon the exercise of such Options were issued at the time of the issue, sale, grant or
assumption of such Options, and the consideration received by the Company for the additional Common Shares deemed to have then been issued was an amount equal to (x) the consideration actually received by
the Company for the issue, sale, grant or assumption of all such Options, whether or not exercised, plus (y) the consideration deemed to have been received by the Company (pursuant to section 2(b)(vi)) upon the
issue or sale of such Convertible Securities with respect to which such Options
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were actually exercised, minus (z) the consideration paid by the Company for any purchase of such Options which were not exercised;

     (iv) no readjustment pursuant to subdivision (ii) or (iii) above shall have the effect of increasing the Exercise Price by an amount in excess of the amount of the adjustment thereof originally made in respect of the
issue, sale, grant or assumption of such Options or Convertible Securities; and

     (v) in the case of any such Options which expire by their terms not more than 30 days after the date of issue, sale, grant or assumption thereof, no adjustment of the Exercise Price shall be made until the expiration
or exercise of all such Options, whereupon such adjustment shall be made in the manner provided in subdivision (iii) above.

          (d) Other Dilutive Events. In case any event shall occur as to which the provisions of Section 2 are not strictly applicable but the failure to make any adjustment would not fairly protect the purchase rights (including
the rights provided under Section 2(a)(4)(C)) represented by this Warrant in accordance with the essential intent and principles of such Sections, then, in each such case, the Independent Directors of the Company shall
appoint an Investment Bank, which shall give its opinion upon the adjustment, if any, on a basis consistent with the essential intent and principles established in Section 2, necessary to preserve, without dilution, the
purchase rights represented by this Warrant. Upon receipt of such opinion, the Company will promptly mail a copy thereof to the holder of this Warrant and shall make the adjustments described therein.

          (e) Notices. Immediately upon any adjustment of the Exercise Price, the Company shall give, or cause to be given, written notice thereof, executed by the Chief Financial Officer (or, if none, the Chief Executive
Officer or President) of the Company, to the Warrant Holder, setting forth in reasonable detail and certifying the event requiring the adjustment, the method by which the adjustment was calculated, the number of Warrant
Shares for which the Warrant is exercisable and the Exercise Price after giving effect to such adjustment. The Company shall keep at its registered office copies of all such written notices and cause the same to be available
for inspection during normal business hours by the Warrant Holder. The Company shall give, or cause to be given, written notice to the Warrant Holder at least 10 days prior to the date on which the Company closes its
books or takes a record (i) with respect to any dividend or distribution upon Common Shares, (ii) with respect to any pro rata subscription offer to holders of Common Shares or (iii) for determining rights to vote with
respect to any transaction described in Section 2(a)(4), dissolution or liquidation. The Company shall also give, or cause to be given, written notice to the Warrant Holder at least 10 days prior to the date on which any
transaction described in Section 2(a)(4) shall take place.

          SECTION 3. Exercise of Warrant. (a) Exercise Procedure. The Warrant Holder may exercise all or a portion of this Warrant for all or a portion of the Warrant Shares at any time and from time to time commencing
after the date hereof until 3:30 p.m. New York City time, on the Expiration Date by irrevocably surrendering at the
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registered office of the Company this Warrant and a completed Exercise Agreement (substantially in the form of Exhibit A attached hereto) setting forth the number of Warrant Shares being exercised, and by paying the
Exercise Price in one of the following manners:

     (i) Cash Exercise. The Warrant Holder shall deliver to the Company by wire transfer of immediately available funds an amount equal to the Exercise Price per Warrant Share exercised in the Exercise Agreement; or

     (ii) Cashless Exercise. After the date of issuance of this Warrant, if the Common Shares are listed on a national securities exchange, automated quotation system or are available for sale in the over-the-counter
market, the Warrant Holder shall have the right to surrender this Warrant to the Company (including that portion of the Warrant in payment of the Exercise Price to effect such cashless exercise) together with a notice of
cashless exercise, in which event the Company shall exchange such portion of the Warrant subject to the Exercise Agreement, as the circumstances require in order for such number of Common Shares to be issued,
determined as follows:

X = Y multiplied by (A-B)/A where:

X = the number of Common Shares to be issued to the Warrant Holder

Y = the number of Warrant Shares with respect to which this Warrant is being exercised in the Exercise Agreement

A = the average of the per share Market Price of the Common Shares for the five (5) trading days immediately prior to (but not including) the date of exercise (but not less than the then par value of the
Common Shares)

B = the Exercise Price

If the foregoing calculation results in a negative number, then no Warrant Shares shall be issued.

For purposes of Rule 144 promulgated under the Securities Act only, it is intended, understood and acknowledged that the Warrant Shares issued in a cashless exercise transaction shall be deemed to have been acquired and
the full purchase price therefor paid by the Warrant Holder, and the holding period for the Warrant Shares shall be deemed to have been commenced on the issue date to the extent permitted by Rule 144.

For purposes hereof, “Market Price” means on any particular date (i) the closing bid price per Common Share on such date on the national securities exchange or automated quotation system on which the Common Shares
are then listed or if there is no such price on such date, then the closing bid price on such exchange or quotation system on the date nearest preceding such date, or (ii) if the Common Shares are not then listed on a national
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securities exchange or automated quotation system, the closing bid price for each Common Share in the over-the-counter market, as reported by the National Quotation Bureau Incorporated (or similar organization or
agency succeeding to its functions of reporting prices) at the close of business on such date.

          (b) The Company shall cause certificates for the Warrant Shares to be issued in the name of and delivered to the Warrant Holder, or subject to the transfer restrictions referred to in the legend endorsed hereon, as the
Warrant Holder may direct, as soon as practicable and in any event within ten (10) business days after receipt by the Company of the items required by Section 3(a) for the respective method or methods of exercise. Unless
this Warrant has expired or all of the purchase rights represented hereby have been exercised, the Company shall prepare a new Warrant, substantially identical hereto, representing the rights formerly represented by this
Warrant which have not expired or been exercised and shall, within such 10-business-day period, deliver such new Warrant to such Warrant Holder.

          (c) Any Warrant Shares issuable upon the proper exercise of this Warrant shall be deemed to have been issued to the Warrant Holder on the date the Company receives the completed Exercise Agreement and payment
of the Exercise Price, if any, and the Warrant Holder shall be deemed for all purposes to have become the record holder of such Common Shares on such date.

          (d) The issuance of certificates for the Warrant Shares shall be made without charge to the Warrant Holder for any issuance tax in respect thereof or other cost incurred by the Company in connection with such
exercise and the related issuance of the Warrant Shares.

          (e) The Company shall at all times reserve and keep available such number of authorized but unissued Common Shares, solely for the purpose of issuance upon exercise of this Warrant, as are issuable upon exercise
of this Warrant. All Warrant Shares shall, when issued, be duly and validly issued, fully paid and nonassessable (meaning that no further sums are required to be paid by the holders thereof in connection with the issue
thereof) and free from all taxes, liens and charges. The Company shall take such actions as may be necessary to ensure that the Warrant Shares may be so issued without violation of any applicable law or governmental
regulation or any requirements of any securities exchange upon which its shares may be listed (except for official notice of issuance which shall be immediately delivered by the Company upon each such issuance).

          (f) Without prejudice to the rights of the Warrant Holders as signatory to the Shareholders Agreement as set forth in Section 5 hereof, the Company shall have the option, in its sole discretion, to deliver Warrant
Shares which are (i) subject to the securities law transfer restrictions referred to in the legend endorsed hereon or (ii) subject to a registration statement filed under the Securities Act.

          SECTION 4. Warrant Transfer Restrictions. Subject to the transfer conditions referred to in the legend endorsed hereon, this Warrant and all rights
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hereunder are transferable, in whole or in part, without charge to the Warrant Holder, upon surrender of this Warrant with a properly executed Assignment (substantially in the form of Exhibit B hereto) at the registered
office of the Company; provided, however, that (i) such transfer shall comply with Section 2 of the Shareholders Agreement and (ii) prior to such transfer, the transferee shall enter into the Shareholders Agreement with the
Company.

          SECTION 5. Shareholders Agreement; Registration Rights. The Warrant Holder, as signatory to the Shareholders Agreement, shall have the rights set forth in Section 3 of the Shareholders Agreement with respect to
this Warrant and any Warrant Shares issued hereunder.

          SECTION 6. Amendment and Waiver. Except as otherwise provided herein, the provisions of this Warrant may be amended only if the Company has obtained the written consent of the Warrant Holder and a majority
of the Independent Directors has approved the amendment.

          SECTION 7. Descriptive Headings. The descriptive headings of this Warrant are inserted for convenience only and do not constitute a part of this Warrant.

          SECTION 8. Definitions. Terms used in this Warrant unless otherwise defined herein shall have the meaning ascribed to them in the Shareholders Agreement.

          SECTION 9. Governing Law. This Warrant shall be governed by and construed and enforced in accordance with the internal laws of the State of New York. Each party hereby irrevocably submits to the nonexclusive
jurisdiction of the courts of New York for the adjudication of any dispute hereunder or in connection herewith or with any transaction contemplated hereby or discussed herein, and hereby irrevocably waives, and agrees not
to assert in any suit, action or proceeding, any claim that (i) it is not personally subject to the jurisdiction of any such court, and/or (ii) that such suit, action or proceeding is not brought in the proper forum. Each party
hereby irrevocably waives personal service of process and consents to process being served in any such suit, action or proceeding by mailing a copy thereof to such party at the address for such notices to it under this
Warrant and agrees that such service shall constitute good and sufficient service of process and notice thereof. Nothing contained herein shall be deemed to limit in any way any right to serve process in any manner
permitted by law.

          SECTION 10. Complete Agreement; Severability. Except as otherwise expressly set forth herein, this Warrant embodies the complete agreement and understanding among the parties hereto with respect to the subject
matter hereof and supersedes and preempts any prior understandings, agreements or representations by or among the parties, written or oral, which may have related to the subject matter hereof in any way. In case any
provision of this Warrant shall be invalid, illegal or unenforceable, such invalidity, illegality, or unenforceability shall not in any way affect or impair any other provision of this Warrant.
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          SECTION 11. Notices. All notices and other communications provided for or permitted hereunder shall be made in writing by hand-delivery, first-class mail, facsimile, or air courier guaranteeing overnight delivery.
   
          If to the Company:  Occum Acquisition Corp.
  370 Church Street
  Guilford, CT 06437
  Attention: Reid Campbell, Treasurer
   
          With a copy to:  Cravath, Swaine & Moore LLP
  825 Eighth Avenue
  New York, New York 10019
  Attention: William J. Whelan, III, Esq.
   
          If to the Warrant Holder:  White Mountains Re Group, Ltd.
  [                                              ]

          All such notices and communications shall be deemed to have been duly given when delivered by hand, if personally delivered; five business days after the date of deposit in the U.S. mail, if mailed by first-class air
mail; when receipt is acknowledged by the recipient facsimile machine, if sent by facsimile; and three business days after being delivered to a next-day air courier.
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          IN WITNESS WHEREOF, the Company has caused this Warrant to be signed and attested by its duly authorized officer and to be dated the date of issuance hereof.
     
 OCCUM ACQUISITION CORP.,

  

       By  /s/ Kernan V. Oberting   
  Name:  Kernan V. Oberting   
  Title:  President  
 
     
Accepted and Agreed to:   
     
WHITE MOUNTAINS RE GROUP, LTD.,   
     
By:

 
/s/ Dennis Beaulieu
 

Name: Dennis Beaulieu  
 

  Title: Vice President   



 

EXHIBIT A

EXERCISE AGREEMENT

To: OCCUM ACQUISITION CORP.

The undersigned hereby: (1) irrevocably elects to subscribe for and offers to purchase                      Common Shares of Occum Acquisition Corp., pursuant to Warrant No. W-2 heretofore issued to                      on July 29,
2004; (2) [choose either (a) or (b)] (a) encloses a payment of $100 per share (as adjusted pursuant to the provisions of the Warrant) which reflects a payment pursuant to Section 3(a)(i) of the Warrant; or (b) elects a cashless
exercise pursuant to Section 3(a)(ii) of the Warrant (as adjusted pursuant to the provisions of the Warrant) and requests that a certificate for the relevant number of Common Shares be issued in the name of the undersigned
and delivered to the undersigned at the address specified below.
     
Dated:  Name:   
    

 

  Address:   
    

 

     
    

 

     
            By  
    

 

    Name:
    Title:



 

EXHIBIT B

ASSIGNMENT

Subject to Section 2 of the Shareholders Agreement, for value received,                                          hereby sells, assigns and transfers all of the rights of the undersigned under the attached Warrant (Certificate No.: W-2) with
respect to the number of Common Shares subject to such Warrant as set forth below, unto:
     
Names of Assignee  Address  No. of Shares
 
 
 
 

     
     
Dated:  Signature  
    

 

     
  Address   
    

 

     
  Witness   
    

 



 

EXHIBIT C

The following two examples illustrate certain of the calculations in Section 2(a)(4)(C) of the Warrant. These examples assume that the Warrant is for 100 shares; the Exercise Price is $100.00 per share; the Subscription
Price is $100.00; and the Hurdle Price is $155.00.

Example A

Per Share Value: $140.00 
Non-Common Stock Portion: 0.30
Average Closing Price: $47.00
Spread: $40.00
Total Spread: $4,000.00
Black Scholes Value: $4,500.00

Applicable Black-Scholes Value = $4,500.00 x .30 = $ 1,350.00
Applicable Reduction = Reduction Amount (136.35) x .30 = $40.90
Reduction Amount = Discount Factor (.2727) x $500.00 = $136.35
Discount Factor = (x) One minus (y) .7273 - .2727
Intrinsic Value Amount = $1,309.10
Post-merger Warrant = 208.51 shares at aggregate exercise price of $7,000.00 (in-the-money value = $2,800.00)

Example B

Per Share Value: $300.00
Non-Common Stock Portion: 0.40
Average Closing Price: $97.00
Spread: $200.00
Total Spread: $20,000.00

Black-Scholes Value: $23,000.00

Applicable Black-Scholes Value = $23,000.00 x .40 = $9,200.00
Applicable Reduction = Reduction Amount (0) x.40 = $0
Reduction Amount = Discount Factor (0) x $3,000.00 = $0
Discount Factor = (x) One minus (y) [$200.00/55 = 3.6364 but not more than one] = 0 
Intrinsic Value Amount = $9,200.00
Post-merger Warrant = 185.567 shares at aggregate exercise price of $6,000.00 (in-the-money value = $12,000.00)



Exhibit 10.3

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

AMENDMENT NO. 2 TO
MASTER SERVICES AGREEMENT

     This Amendment No. 2 (this “Amendment”) to the Master Services Agreement dated August 1, 2009 (the “Agreement”) is hereby entered into as of December 17, 2010 and effective August 31, 2010 by and between
Symetra Life Insurance Company, a Washington corporation (including its successors and permitted assigns, “Symetra”), and Affiliated Computer Services, Inc., a Delaware corporation (including its successors and
permitted assigns, “ACS”). Capitalized terms not otherwise defined herein shall have the meaning ascribed to them in the Agreement.

     NOW THEREFORE, in consideration of the representations, warranties, promises and covenants contained herein, and other good and valuable consideration, the receipt, sufficiency and adequacy of which are hereby
acknowledged, the Parties, intending to be legally bound, agree to the foregoing and as follows:

1. Amendment to Schedule 3, Section 7.1.5. Section 7.1.5 is replaced with the following:

7.1.5 Project Services. Project Services are charged on a monthly basis in the fixed dollar amount set forth in Appendix 3.1 for Services that span all Service Towers. Project Services shall mean work requested by
Symetra so long as: (a) the request is for a discrete unit of non-recurring work that requires start-up, planning and execution; (b) the work is not required for ACS to meet other obligations under the Agreement; and
(c) the work is not required to meet SLAs (which work ACS shall perform without incremental cost to Symetra).

If Symetra authorizes an increase in the project Services per month, the rate for such additional Services shall be provided based on the rates set forth in Schedule 4 or, for Third-Party charges, as agreed to by
Symetra. If Symetra exceeds the monthly project Services amount available in a given month, the excess amount will be charged using the rates set forth in Schedule 4 or, for Third-Party charges, as agreed to by
Symetra. If Symetra does not fully utilize the fixed dollar amount available in a given month, the balance of the unused dollar amount available for that month shall carry forward month-over-month. The dollar
amount shall accumulate and aggregate and be usable for a twelve (12) month period from the date that amount accrued, after which time such dollar amount for that corresponding month shall expire.

ACS shall provide Symetra with an additional [***] per month of project Services at no cost to Symetra during Contract Years 1 and 2. For Contract Year 2, the [***] per month will accrue and not expire in
accordance with the methodology in this Section 7.1.5 of Schedule 3 of the Agreement and Symetra may hold those values for use at any time during the contract term.

 



 

2. Amendment to Schedule 3, Section 7.6.4. Section 7.6.4 is replaced with the following:

7.6.4 Doc1 e2Vault Archive/iProof. Pricing is on a per-image basis. The overall scope of work included in the price is comprised of the following:

 •  The Bowne hardware and software licenses specifically used to create the input file. This does not include ACS hardware or software or any hardware or software used for other Bowne solutions priced
elsewhere (i.e. only items specific to this process);

 

 •  The creation of the input file for ingestion into e2Vault application;
 

 •  Software support for e2Vault (iProof module, Archive module, and Render module);
 

 •  Software licenses for e2Vault;
 

 •  Software upgrades required to maintain currency (n-2). This does not include upgrades requested by Symetra to implement new functionality, such upgrades will be assessed separately to determine any
cost impacts to Symetra; and

 

 •  Monthly reporting for this process.

In the event that Bowne elects to move from Doc1 e2Vault Archive to another image archive solution, Symetra will have the option to renegotiate the then current rate schedule as shown in Appendix 3.1. In
addition, ACS agrees to renegotiate the baseline unit rate if over a three (3) consecutive month period, the units billed are greater than [***].

In the event that a new software version requires functionality beyond the current scope of Section 7.6.4, Symetra and ACS will negotiate the terms of the additional services.

3. Section 7.7.13 is added to the Agreement.

7.7.13 ePresentment Credit. ACS will provide Symetra with an ePresentment credit of [***]to be used for project management within the ePresentment project. If Symetra uses a web based electronic delivery
solution not offered by ACS, such credit will no longer apply. This credit is valid between January 1, 2011 and December 31, 2011.

[Signature Page Follows]
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          IN WITNESS WHEREOF, the parties have executed this Amendment No. 2 as of the date and year first above written.

SYMETRA LIFE INSURANCE COMPANY
     
By: /s/ Troy Olson-Blair   
  

 
  

Title: VP, CIO   
Date: 12-17-2010   
     
AFFILIATED COMPUTER SERVICES, INC.   
     
By: /s/ Derrick Brown   
  

 
  

Title: SBU Executive   
Date: December 16, 2010   

-3-



 

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.
   

Pricing Appendix  The data in this document is Confidential and Proprietary Information
Table of Contents  Pricing Workbook Table of Contents

   
Worksheet Title / Hyperlink  Description

Template Instructions   
Instructions & Setup Sheet  READ FIRST—Instructions for Setting up and Completing Pricing Workbook

Pricing Summary Sheets   
Pricing Summary - 5 Year Rollup  Summary of Five-Year pricing across all Service Areas

Monthly Charges   
Data Center  Pricing for Data Center Services
Distributed Computing  Pricing for Distributed Computing Services
Data Network  Pricing for Data Network Services
Help Desk  Pricing for Help Desk Services
Voice Communications  Pricing for Voice Communications Services
Output Processing  Pricing for Output Processing Services
Content Management  Pricing for Content Management Services
Disaster Recovery  Worksheet for Itemizing Disaster Recovery Charges for Each Tier of Service

Other Costs   
Migration (Transition) Fees  Worksheet for itemizing transition (migration) fees for any major change in the ways that services will be delivered
Termination Fees  Worksheet for itemizing Termination Fees for new services only in each Service Area.

Vendor Pricing Assumptions   
Pricing Assumptions  Worksheet to itemize all assumptions upon which its pricing is dependent

Other Worksheets   
Optional Pricing Scenarios  Worksheet to price alternate solutions to reduce price

 



 

   
Confidential and Proprietary  Summary — 5 Year Rollup Pricing

SUMMARY—FIVE-YEAR ROLL-UP

Click links for
     
     
Service Recipient:  Symetra                TOC page Pricing Assumptions
Vendor Name:  ACS   

TOTAL ANNUAL SERVICE FEES
                                 
Service / Description  Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional  Total
Data Center  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Distributed Computing  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Data Network  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Help Desk  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Voice Communications  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Output Processing  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Content Management  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
ANNUAL TOTAL FEES  $11,414,520  $10,579,644  $10,620,036  $10,757,196  $10,924,716  $10,924,716  $10,924,716  $76,145,544 

TOTAL ANNUAL FEES
                                 
Service / Description  Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional  Total
Data Center  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Distributed Computing  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Data Network  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Help Desk  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Voice Communications  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Output Processing  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Content Management  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
ANNUAL TOTAL FEES  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 

EARLY TERMINATION FEES
                     
Early Termination Fees — Data Center  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Distributed Computing  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Data Network  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Help Desk  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Voice Communications  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Output Processing  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Early Termination Fees — Content Management  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
TOTAL TERMINATION FEES  $4,728,377  $4,161,873  $3,247,766  $2,841,432  $2,515,901 
   
NOTE: Early termination fees apply only to termination for convenience  Termination Fees Details

YEAR 1 ONE-TIME MIGRATION (TRANSITION) COSTS
     
Data Center  $ [***] 
Distributed Computing  $ [***] 
Data Network  $ [***] 
Help Desk  $ [***] 
Voice Communications  $ [***] 
Output Processing  $ [***] 
Content Management  $ [***] 
TOTAL MIGRATION (TRANSITION) FEES  $ [***] 

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.
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Confidential and Proprietary  Pricing for Data Center

Data Center

Symetra
ACS
     
  Click links for
    Pricing
  TOC page  Assumptions
     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services  Resource  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Description/Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]   [***]   [***]   [***]   [***]   [***]     
Mainframe     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     
Mainframe Services (Dedicated

system)  
MIPs

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Servers     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     
Physical Standard Server  Qty of Servers   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Physical Large Server  

Qty of Servers

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]  

Y2 represents VM Ware
host refresh to increase
memory to support V
Sphere Software
License

Virtual Host Servers  Qty of Servers   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Virtual Server OS Instances  
Qty of OS
Instances   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Remote Servers  Qty of Servers   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Database Services     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     

Mainframe  

Qty of Instances
(Prod, QUA and
Dev)   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Servers  

Qty of Instances
(Prod, QUA and
Dev)   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Storage     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     
Storage Services TIER 1 (All in price

to include hardware, software,
services and tape backup)  

Qty of GB

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Storage Services TIER 2 (All in price

to include hardware, software,
services and tape backup)  

Qty of GB

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Storage Services TIER 3 (All in price

to include hardware, software,
services and tape backup)  

Qty of GB

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Storage Services TIER 4 (All in price

to include hardware, software,
services and tape backup)  

Qty of GB

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Infrastructure Project Services     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     
Project Pool Hours  Fixed   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Communication and

Collaboraration  
 

  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]     
Email including but not limited to

Calendar and Email Attachment
Encryption. Does not include
archiving  Employee Count   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]  

Includes labor and tools
- infrastructure support
included in server rates
above

Email Archive  Qty of Users   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
IM, Livemeeting, etc.  Qty of Users   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
MOSS  Fixed   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

EMC VMware Lab Manager  
Qty of Active
CPU Slots   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

EMC VMware Lifecycle Manager  
Qty of Active
CPU Slots   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

ORACLE Core ID Licensing (non-
employee)  

Qty of Licenses
  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Oracle Core ID Maintenance (non-
employee)  

Qty of Licenses
  [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

    MONTHLY SERVICES FEE  [***]           [***]   [***]       [***]           [***]           [***]           [***]           [***]     
    ANNUAL SERVICES FEE  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.   
                                                                                           
            Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly     
Pass-Through Description & Vendor Unit of Measure         Total          Total          Total          Total          Total          Total          Total     
Filenet Software Maintenance            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Other (specify in Comments) — see

“Pass through detail” sheet

 

 

         $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]  

VMWare Instance SA-
06-026, Email Archive
SA-07-035, Manage
User Groups SA-07-
035, Managed
Transport (FTP) SA-08-
0021

  
 

 
MONTHLY TOTAL 

PASS-THROUGH FEE $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
    ANNUAL PASS-THROUGH FEE $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
                                                                                           
    ANNUAL SERVICE AREA FEES $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
                                                           
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional

Vendor Provided Services  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
                RRC Unit                          ARC Unit          RRC Unit

Resource Unit Category  Unit of Measure  ARC Unit Price RRC Unit Price ARC Unit Price Price  ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price Price  RRC Unit Price ARC Unit Price Price
Mainframe                            $[***]  $[***]  $[***]                     
Mainframe Services (including DASD and

Tape Processing)  
MIPs

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

Servers    $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]                 
Physical Standard Server  Qty of Servers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Physical Large Server  Qty of Servers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Virtual Host Servers  Qty of Servers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Virtual Server OS Instances  Qty of OS Instances  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Remote Servers  Qty of Servers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Database Services    $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 

Mainframe  
Qty of Instances (Prod, QUA and
Dev)  

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 

Servers: SQL  
Qty of Instances (Prod, QUA and
Dev)  

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 

Storage Services    $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Storage Services TIER 1 (All in price to

include hardware, software, services
and tape backup)  

Qty of GB

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

Storage Services TIER 2 (All in price to
include hardware, software, services
and tape backup)  

Qty of GB

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

Storage Services TIER 3 (All in price to
include hardware, software, services
and tape backup)  

Qty of GB

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

Storage Services TIER 4 (All in price to
include hardware, software, services
and tape backup)  

Qty of GB

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

Communication and Collaboraration    $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Email including but not limited to

Calendar and Email Attachment
Encryption. Does not include
archiving  

Employee Count

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

 

$[***] 

Email Archive  Qty of Users  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
IM, Livemeeting, etc.  Qty of Users  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
MOSS  Fixed  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
EMC VMware Lab Manager  Qty of Active CPU Slots  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
EMC VMware Lifecycle Manager  Qty of Active CPU Slots  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
ORACLE Core ID Licensing (non-

employee)  
Qty of Licenses

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

 
$[***] 

Oracle Core ID Maintenance (non-
employee)  

Qty of Licenses
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 
 

$[***] 

Infrastructure Project Services        $[***]                  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Project Pool Hours  Hours                                      $[***]          $[***]  $[***] 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Charge
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
FileNet Application Services   [***]   [***]   [***] 
IT Continuity (Disaster Recovery)   [***]   [***]   [***] 
Total   [***]       [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management
 

2. STORAGE — provided tiered storage pricing and adjusted volumes to reflect virtualization and changes to P8 environment
 

3. P8 ENVIRONMENT — Provided breakout of P8 volumes in a separate sheet “Data Center-P8”
 



4. Revised MOSS pricing
 

5. Revised project pool hours rate based of current labor rates
 

6. Provided better year-over-year efficiencies

STORAGE TIERING EXPLANATION:

Tier 1 is mainframe storage
Tier 2 is high speed fiber channel connected storage
Tier 3 is medium speed serial connected storage
Tier 4 is WORM storage

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
   
Confidential and Proprietary  Pricing for Data Center

Data Network

Symetra
ACS
     
  Click links for
    Pricing
  TOC page  Assumptions
     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Description/Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

 
 [**] 

 
$[***] 

 
 [**] 

 
 [**] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
   

 
   

Network Services     [**]  $[***]   [**]   [**]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]           [***]           [***]         
Routers (includes all managed

services)  
Qty of routers

 
 [**] 

 
$[***] 

 
 [**] 

 
 [**] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
 [***] 

 
$[***] 

 
 [***] 

 
   

 
   

Load Balancers  
Qty of load
balancers  

 [**] 
 

$[***] 
 

 [**] 
 

 [**] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

   
 
   

LAN Switches (Wired and wireless
and includes all managed
services)  

Qty of switches

 

 [**] 

 

$[***] 

 

 [**] 

 

 [**] 

 

$[***] 

 

 [***] 

 

 [***] 

 

$[***] 

 

 [***] 

 

 [***] 

 

$[***] 

 

 [***] 

 

 [***] 

 

$[***] 

 

 [***] 

 

 [***] 

 

$[***] 

 

 [***] 

 

 [***] 

 

$[***] 

 

 [***] 

 

   

 

   

Firewalls (includes all managed
services)  

Qty of firewalls
 

 [**] 
 

$[***] 
 

 [**] 
 

 [**] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

 [***] 
 

$[***] 
 

 [***] 
 

   
 
   

Network IDS  Fixed   [**]  $[***]   [**]   [**]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]         
Host IDS  Fixed   [**]  $[***]   [**]   [**]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]         
Managed penetration  Fixed   [**]  $[***]   [**]   [**]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]         

  
 

 
MONTHLY

SERVICES FEE 
 [**] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

  
 

 
ANNUAL SERVICES

FEE 
 [**] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

                                                                                               
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.    
                                                                                               
            Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   
Pass-Through Description & Vendor Unit of Measure         Total          Total          Total          Total          Total          Total          Total   
                                                                                     
See “Pass-through Detail Sheet”            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Other (specify in Comments)            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

  

 

 

MONTHLY TOTAL
PASS-THROUGH

FEE 

$[***] 

 

   

 

   

 

$[***] 

 

   

 

   

 

$[***] 

 

   

 

   

 

$[***] 

 

   

 

   

 

$[***] 

 

   

 

   

 

$[***] 

 

   

 

   

 

$[***] 

 

   

  
 

 
ANNUAL PASS-
THROUGH FEE 

$[***] 
 

   
 

   
 

$[***] 
 

   
 

   
 

$[***] 
 

   
 

   
 

$[***] 
 

   
 

   
 

$[***] 
 

   
 

   
 

$[***] 
 

   
 

   
 

$[***] 
 

   

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
                                                           
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional

Vendor Provided Services  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  
Resource Unit Category  Unit of Measure  ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price
Routers  Qty of routers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Load Balancers  Qty of load balancers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Switches  Qty of switches  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Firewalls  Qty of firewalls  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
Total           [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management
 

2. Added load balancer pricing
 

3. Adjusted variable rates to reduce management fees
 

4. Moved “Output T1” pricing to Data Network tower passthrough charges
 

5. Moved Sungard Disaster Recovery Circuit Data Network tower passthrough charges

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     

Confidential and Proprietary

Pricing for Distributed Computing
     
Distributed Computing  Click links for
    Pricing
Symetra  TOC page  Assumptions
ACS     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Description/Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

 
 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]       [***]           [***]     
Symetra Hqs — Desktop/Laptop Support

(includes support of end users
attached peripherals and all services
specified in SOW)  

Employee
Count

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

   

Remote Offices — Desktop/Laptop
Support (includes support of end
users attached peripherals and all
services specified in SOW including
any third party services )  

Employee
Count

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

   

Remote Teleworkers — Desktop/Laptop
Support (includes support of end
users attached peripherals and all
services specified in SOW including
any third party services )  

Employee
Count

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

   

Network Attached Printers  
Qty of
Printers  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Mobile Computing Users/PDA Support
(PDA=Blackberry, smartphones,
wireless cards, etc.  

Qty of
Managed
Devices  

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

   

  
 

 
MONTHLY SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

  
 

 
ANNUAL SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.
                                                                                           
  Unit of          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   
Pass-Through Description & Vendor  Measure          Total          Total          Total          Total          Total          Total          Total   

Other (specify in Comments)            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Other (specify in Comments)            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

MONTHLY TOTAL PASS-THROUGH FEE $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
  ANNUAL PASS-THROUGH FEE $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
  ANNUAL SERVICE AREA FEES $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
                                                           

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional

Vendor Provided Services    Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
                                            ARC Unit  RRC Unit     

Resource Unit Category  Unit of Measure  ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price Price  Price  ARC Unit Price RRC Unit Price
Symetra Hqs — Desktop/Laptop Support (includes support of end users

attached peripherals and all services specified in SOW)  
Employee Count

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

Remote Offices — Desktop/Laptop Support (includes support of end
users attached peripherals and all services specified in SOW
including any third party services )  

Employee Count

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

Remote Teleworkers — Desktop/Laptop Support (includes support of end
users attached peripherals and all services specified in SOW
including any third party services )  

Employee Count

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

 $[***]

 

Network Attached Printers  Qty of Printers  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Mobile Computing Users/PDA Support (PDA=Blackberry, smartphones,

wireless cards, etc.  
Qty of Managed
Devices  $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
Total           [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management

2. Broke pricing down into Headquarters, Remote Offices, and Remote Teleworkers

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
     
Help Desk  Click links for
    Pricing
Symetra  TOC page  Assumptions
ACS     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

 
 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

             [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]       [***]   [***]       [***]           [***]           [***]     
Help Desk Users (includes all services

specified in SOW)  
Employee
Count  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

  MONTHLY SERVICES FEE  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
  ANNUAL SERVICES FEE  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.
                                                                                           
  Unit of          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   
Pass-Through Description & Vendor Measure          Total          Total          Total          Total          Total          Total          Total   
Symetra Remedy User Licenses                                                                                           

Fixed user Remedy licenses  

Total
Licenses

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

BMC has
changed
their
pricing
structure.
Includes 5
licenses
for Atrium
CMDB

Novell ID Management Licenses  

Total
Licenses

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

ACS
Novell ID
Solution
will
replace
this
software.

Other (specify in Comments)     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
     [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

  
MONTHLY TOTAL PASS-THROUGH

FEE  
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

 
   

 
 [***] 

 
   

  ANNUAL PASS-THROUGH FEE  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
  ANNUAL SERVICE AREA FEES  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
                                                           

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional
Vendor Provided Services    Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
                                            ARC Unit       
Resource Unit Category  Unit of Measure  ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price ARC Unit Price RRC Unit Price Price  RRC Unit Price ARC Unit Price RRC Unit Price
Help Desk Users  Employee Count  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
Total           [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management

2. Updated Remedy licenses count

3. Added Novell ID Management Licences pricing

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
     
Voice Communications  Click links for
    Pricing
Symetra  TOC page  Assumptions
ACS     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

 
 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

        $[***]   [***]      $[***]   [***]      $[***]   [***]      $[***]   [***]      $[***]   [***]           [***]           [***]     
Voice Services as detailed in the Voice

Services SOW  
Employee
Count  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Call Recording (NICE)  
Qty of
Users  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

  
 

 
MONTHLY SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

  
 

 
ANNUAL SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.
                                                                                           
  Unit of          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   

Pass-Through Description & Vendor  Measure          Total          Total          Total          Total          Total          Total          Total   
Inbound — Access Baseline            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Outbound/Inbound — Dedicated Baseline            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Outbound — Switched / Business Line

Baseline  
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

See “Pass-through Detail Sheet”            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

  
MONTHLY TOTAL PASS-

THROUGH FEE 
$ - 

 
   

 
   

 
$ - 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

  ANNUAL PASS-THROUGH FEE $ -          $ -          $[***]          $[***]          $[***]          $[***]          $[***]     
  ANNUAL SERVICE AREA FEES  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
                                                           

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional

Vendor Provided Services    Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
                    ARC Unit  RRC Unit      RRC Unit          ARC Unit          RRC Unit

Resource Unit Category  Unit of Measure  ARC Unit Price RRC Unit Price ARC Unit Price  RRC Unit Price  Price  Price  ARC Unit Price  Price  ARC Unit Price  RRC Unit Price  Price  RRC Unit Price  ARC Unit Price  Price
Voice Services as detailed in the Voice Services SOW  Employee Count  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Call Recording (NICE)  Qty of Users  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
On-site voice services support   [***]   [***]   [***] 
Total           - 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management

2. Added pricing for Call Recording (NICE)

3. Added Avaya Maintenance Charges to passthrough detail

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
     
Output Processing  Click links for
    Pricing
Symetra  TOC page  Assumptions
ACS     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Description/Comments
Management Services (including fees

associated with Schedule 1)  
Fixed

 
 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Printed Image (Dallas)  
Image
Count.  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Printed Image (Bellevue)  
Image
Count.  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Post-Processing                                                                                           
6x9 envelopes  Qty   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
#10 envelopes  Qty   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Flat envelopes  Qty   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Boxes  Qty   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Print Programming  Fixed   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Postal Presorting  

Qty of
#10 and
6x9
Envelopes 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

   

  
 

 
MONTHLY SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

  
 

 
ANNUAL SERVICES

FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   

                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.
                                                                                           
  Unit of          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   
Pass-Through Description & Vendor  Measure          Total          Total          Total          Total          Total          Total          Total  Description/Comments

See “Pass-through detail” sheet            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     
Other (specify in Comments)            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

  
MONTHLY TOTAL PASS-

THROUGH FEE 
 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 

 
[***]

 
 

   
 

   
 $[***]

 
 

   
 

   
 

 
[***]

 
 

   

  ANNUAL PASS-THROUGH FEE  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
  ANNUAL SERVICE AREA FEES  [***]           [***]           [***]           [***]           [***]           [***]           [***]     
                                                           

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional
Vendor Provided Services   Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
    ARC Unit              ARC Unit              ARC Unit      ARC Unit  RRC Unit      RRC Unit
Resource Unit Category  Unit of Measure  Price  RRC Unit Price ARC Unit Price RRC Unit Price Price  RRC Unit Price ARC Unit Price RRC Unit Price Price  RRC Unit Price Price  Price  ARC Unit Price Price
Printed Image (Dallas)  Image Count  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Printed Image (Bellevue)  Image Count  $[***]      $[***]      $[***]      $[***]      $[***]      $[***]      $[***]     
Post-Processing    $[***]                                                     
6x9 envelopes  Qty  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
#10 envelopes  Qty  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Flat envelopes  Qty  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Boxes  Qty  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Print Programming  Fixed  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 
Doc1e2Vault Archive

Images  
Image Count

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

 $[***]
 

Postal Presorting  Qty of #10 and 6x9 Envelopes  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***] 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
DOC1 e2Vault Archive            Management Fee   [***]   [***]   [***] 
Total           [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management

2. Broke down Printed Image pricing to Dallas and Bellevue

3. Moved USPS charges to passthough

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
     
Content Management  Click links for
    Pricing
Symetra  TOC page  Assumptions
ACS     
                                                                                           
                                                                Year 6  Year 7   
    Year 1  Year 2  Year 3  Year 4  Year 5  Optional  Optional   
    Price  Price  Price  Price  Price  Price  Price   

Vendor Provided Services    Per Month  Per Month  Per Month  Per Month  Per Month  Per Month  Per Month   
  Unit of  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly  Baseline  Monthly  Monthly   

Resource Unit Category  Measure  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Quantity  Unit Price  Total  Description/Comments
Management Services  Fixed   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

MicroFiche Conversion Scanning &
Imaging  

Per Image

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

Research in progress to
confirm "MicroFiche
Conversion Scanning"
includes image

MicroFiche Conversion Request  
Per
Request  

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Indexing — Frontend  
Per
Document 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Indexing  
Per
Document 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

 
[***]

 
 $[***]

 
 

 
[***]

 
 

   

Received Mail Prep  Per Page   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Backend Scanning Prep  Per Page   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Paper Scanning  Per Image   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

Electronic Image  

Per Image

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

 

[***]

 

 $[***]

 

 

 

[***]

 

 

Research in progress to
confirm if "electronic
image" includes front-
end image processing

Requested Research  
Per
Request  
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Check Handling  Per Check   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     
Copying  Per Image   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]   [***]  $[***]   [***]     

  
 

 
MONTHLY SERVICES

FEE 
$ — 
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ANNUAL SERVICES

FEE 
$ — 

 
   

 
   

 
$ — 
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[***]

 
 

   
 

   
 

 
[***]

 
 

   

                                                                                           
Pass-through Charges (Third-party provided products, services, and/or project expenses) Note: Provide a detailed list of items in each category as an attachment to this pricing sheet.
                                                                                           
  Unit of          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly          Monthly   
Pass-Through Description & Vendor  Measure          Total          Total          Total          Total          Total          Total          Total  Description/Comments

Other (specify in Comments)            $[***]          $[***]          $[***]          $[***]          $[***]          $[***]          $[***]     

  
MONTHLY TOTAL PASS-

THROUGH FEE $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 $[***]
 

 
   

 
   

 
 0 

 
   

 
   

 
$ — 

 
   

  ANNUAL PASS-THROUGH FEE $[***]          $[***]          $[***]          $[***]          $[***]           0          $ —     
  ANNUAL SERVICE AREA FEES $[***]          $[***]          $[***]          $[***]          $[***]           [***]           [***]     
                                                           

Additional Resource Charges (ARC) and Reduced Resource Charges (RRC)
    Year 1  Year 2  Year 3  Year 4  Year 5  Year 6 Optional  Year 7 Optional

Vendor Provided Services    Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month  Price Per Month
    ARC Unit              ARC Unit  RRC Unit      RRC Unit  ARC Unit      ARC Unit          RRC Unit

Resource Unit Category  Unit of Measure  Price  RRC Unit Price ARC Unit Price RRC Unit Price Price  Price  ARC Unit Price Price  Price  RRC Unit Price  Price  RRC Unit Price  ARC Unit Price  Price
MicroFiche Conversion Scanning & Imaging  Per Image  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
MicroFiche Conversion Request  Per Request  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Indexing — Frontend  Per Document  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Indexing  Per Document  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Received Mail Prep  Per Page  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Backend Scanning Prep  Per Page  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Paper Scanning  Per Image  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Electronic Image  Per Image  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Requested Research  Per Request  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Check Handling  Per Check  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Copying  Per Image  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $[***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***]  $ [***] 
Programming Hours  Per Hour  $[***]      $[***]      $[***]      $[***]      $ [***]      $ [***]      $ [***]     

External Business Partner Transmit  
Per Day - Daily cost for
automated processing  $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $[***]

 
 $ [***]

 
 $ [***]

 
 $ [***]

 
 $ [***]

 
 $ [***]

 
 $ [***]

 

Management Fees Detail:
             
Description  Units  Unit Rate  Monthly Chrg
Account management (Acct team, Innovation, SDRM, Contract management, Other cross functional)   [***]   [***]   [***] 
Total           [***] 

SUMMARY OF PRICING CHANGES FROM 06-11-2009 SUBMISSION:

1. Called out account management

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

   
Transition Fees  Click links for
Symetra  TOC page
ACS   

ONE TIME DATA CENTER TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]  Transformational activities
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

TOTAL DATA CENTER TRANSITION FEES $[***]     

ONE TIME DISTRIBUTED COMPUTING TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

TOTAL DISTRIBUTED COMPUTING TRANSITION FEES  $[***]     

ONE TIME DATA NETWORK TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

TOTAL DATA NETWORK TRANSITION FEES  $[***]     

ONE TIME HELP DESK TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     

Software  $[***]  
Novell ID Management SW
One-times

Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

TOTAL HELP DESK TRANSITION FEES  $[***]     

ONE TIME VOICE COMMUNICATIONS TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     



Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

TOTAL VOICE COMMUNICATIONS TRANSITION FEES  $[***]     

ONE TIME OUTPUT PROCESSING TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

ONE TIME OUTPUT PROCESSING TRANSITION FEES  $[***]     

ONE TIME CONTENT MANAGEMENT TRANSITION FEES
         

Resource Category (itemize all charges)  Cost Breakdown  Description of Services / Comments
Project Team / Management  $[***]     
Hardware  $[***]     
Software  $[***]     
Installation / build-out  $[***]     
Testing  $[***]     
Training  $[***]     
Other (specify) Travel  $[***]     
Other (specify)  $[***]     
Other (specify)  $[***]     
Shipping/Handling/Storage  $[***]     
Customs Charges  $[***]     
Third-party consulting and/or labor  $[***]     
Taxes         

Federal / National  $[***]     
State / Provincial  $[***]     
Local  $[***]     

ONE TIME CONTENT MANAGEMENT TRANSITION FEES  $[***]     

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

   
Termination Fee Details  Click links for
Symetra  TOC page
ACS   
                       

Data Center  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions
Actual cost to redeploy or separate Personnel until the earlier of

the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]  

ALL TERMINATION FEES ARE CALCULATED
BASED ON TERMINATION IN MONTH 6 OF THE
RESPECTIVE CONTRACT YEAR

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $[***]  $[***]  $[***]  $[***]  $[***]   

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]  N/A - Included in category above

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Distributed Computing  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]  $0

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $[***]  $[***]  $[***]  $[***]  $[***]   

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]  N/A - Included in category above

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Data Network  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]  $0

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $[***]  $[***]  $[***]  $[***]  $[***]   

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]  N/A - Included in category above

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Help Desk  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]  $0

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $[***]  $[***]  $[***]  $[***]  $[***]   

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]  N/A - Included in category above

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Voice Communications  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Overhead costs (e.g., payroll taxes, rent)  $ —  $ —  $ —  $ —  $ —  Included in Data Network
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $ —  $ —  $ —  $ —  $ —  Included in Data Network

Unrecovered start-up and transition expenses  $ —  $ —  $ —  $ —  $ —  Included in Data Network
Mark-up margin total that ACS will apply to actual termination

costs  $ —  $ —  $ —  $ —  $ —  Included in Data Network
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Output Processing  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet
recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement  $[***]  $[***]  $[***]  $[***]  $[***]   

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

                       
Content Management  Year 1  Year 2  Year 3  Year 4  Year 5  Assumptions

Actual cost to redeploy or separate Personnel until the earlier of
the date ACS is able to redeploy or 90 days after termination
of the Agreement.  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual cost of terminating Third-Party contracts that are required
to be terminated as a result of termination of the Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of un-depreciated hardware expenses not yet  $[***]  $[***]  $[***]  $[***]  $[***]   



recovered or discharged by ACS for hardware acquired, which
is used solely to provide the Services under the Agreement

Unamortized license Fees for license Fees not yet owed and
discharged by ACS, but only for Software used solely to
provide the outsourcing Services and actual charges for license
Termination Fees for such Software  $[***]  $[***]  $[***]  $[***]  $[***]   

Overhead costs (e.g., payroll taxes, rent)  $[***]  $[***]  $[***]  $[***]  $[***]   
Administrative expenses — salary costs of people not charging

directly for tower Services ((e.g., backoffice support, external
Services costs (e.g., legal expenses, notary fees))  $[***]  $[***]  $[***]  $[***]  $[***]   

Actual portion of unrecovered un-depreciated equipment expenses
not yet owed and discharged by ACS, but only for equipment
acquired and used solely to provide the outsourcing Services  $[***]  $[***]  $[***]  $[***]  $[***]   

Unrecovered start-up and transition expenses  $[***]  $[***]  $[***]  $[***]  $[***]   
Mark-up margin total that ACS will apply to actual termination

costs  $[***]  $[***]  $[***]  $[***]  $[***]   
Total $[***]  $[***]  $[***]  $[***]  $[***]   

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

Assumptions
   
Pricing Assumptions  Click links for
Symetra  TOC page
ACS   

ASSUMPTIONS (State all assumptions upon which its pricing is being determined). Insert as many lines as necessary to ensure all assumptions are accurately expressed.
   
  Data Center Recurring Pricing Assumptions
1  This service contract is for 5 plus 2 optional years, beginning on Aug 1, 2009 which is the date of steady-state service commencement.
   
2  Monthly Datacenter Benchmark Credit of [***] has been reflected in Server, Storage, and Mainframe rate reductions.
   
3  Pricing assumes no sales tax on our price to the customer.
   
6  Annual DR test included in DR monthly fees.
   
8  Employee Count will be determined by the number of users from Symetra HR.
   
10  Pricing assumes transformed environment with aggressive virtualization over a 9 month transformation period beginning at contract Re-Instatement date. Any adjustments to solution may affect pricing.
   
11  Physical DBA support only on Application/database servers.
   
12  Email encryption is included in base price.
   
14  RSA tokens managed are 559. Renewal of RSA tokens is included in account management line item.
   
20

 
Filenet Application Services line item represents application support labor (3.4 FTEs). The labor -pricing has increased due to majority of on-shore, highly skilled resources who support this critical application.
This BAFO pricing reflects a steady state operational support level.

   
21

 

Physical DBA administration includes installation, patching, upgrades/migrations to new releases, backup methodology, restores either to development/test databases. In addition, ACS’ DBA team provides
performance tuning of the production databases, running SQL traces, and uses tools to analyze server CPU, I/O, and cache buffers. ACS implements database objects such as adding triggers, stored procedures,
columns, indexes and user passwords as required. ACS also monitors space use, plan for capacity changes, and physical placement of data files.

   
22  The MIP rate includes MF services and storage and tape associated with operating system.
   
23  Tier 1 storage is application allocated Symetra storage.
   
25  DR services excludes non-production Servers
   
28  VM Lab Manager included in base 3 Host Servers, 1 Lifecycle manager.
   
29  No RRC rate for Active CPU Slot unit of measure due to SW license limitation for VM Lab Manager and VM Lifecycle Manager.
   
30  ORACLE Core ID 25,000 licenses included in base. Ongoing maintenance is Symetra’s financial responsiblity.
   
31

 
Cost of re-purposed servers for Lab Manager rates are included in the Lab Manager rates and do not include refresh. In the event Symetra request refresh for lab manager host servers, ACS and Symetra will
work on rates to meet the requirement.

   
32  Project Pool is based on a blended rate of [***] times 100 hours and will be funded as a fixed pool of [***] monthly to be charged against the rate card rates.
   
  Distributed Computing Recurring Pricing Assumptions
1  Backup of desktops not included.
   
2   
   
3   
   
4   
   
5   
   
6   
   
7   
   
8   
   
9   
   
10   
   
11   
   
12   
   
13   
   
14   
   
15   

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

Assumptions
   
  Data Network Recurring Pricing Assumptions
1  Pass-through monthly unit charges based on April 2009 charges from Sprint
   
2   
   
3   
   
4   
   
5   
   
6   
   
7   
   
8   
   
9   
   
10   
   
11   
   
12   
   
13   
   
14   
   
15   
   
  Help Desk Assumptions
1  Pricing assumes that VIP support for the help desk includes no more than 10% of the overall user base and/or incident volumes.
   
2  ACS pricing is based on avg call volume of 1.3 calls per user per month. SLA relief will be granted when call volume exceeds 1.5 calls per user per month.
   
3  Novell Identity Manager 3.6 & Prior 1-User License includes User Application with Search, whitepages and password reset as well as integration with eDirectory, LDAP, AD, Groupwise, Exchange, Notes
   
4   
   
5   
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14   
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Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

Assumptions
   
  Voice Communications Assumptions
1

 
Monthly pass-through telecom charges based on 12-month average of fees charged. These are the total telecom charges including a [***] markup for voice long distance charges. Data network charges are
included in the Data Network tower.

   
2   
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5   
   
6   
   
7   
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9   
   
10   
   
11   
   
12   
   
13   
   
14   
   
15   
   
  Output Processing Assumptions
3  ACS provides printer supplies (i.e., toner and paper) for print at Bellevue and Symetra provides check printing paper.
   
4  Print Programming is based on a Bowne labor rate of [***] times 208 hours and will be funded as a fixed pool of [***] monthly to be charged against the rate card rates.
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Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

Assumptions
   
  Content Management Assumptions
1

 
The line item for “Microfiche Conversion Scanning” is the additional cost associated with the capture of an image from microfiche. In a current typical request, to create images from a microfiche, Symetra
would be billed the following:

 
  1.   “Microfiche Conversion Request” to manually find the microfiche by the Symetra provided policy number
 
  2.   “Electronic Image” to create the image
 
  3.   “Microfiche Conversion Scanning” to cover the additional effort to capture images on the microfiche
   
 

 
To avoid future confusion, ACS has adjusted the description and amount for Row 10 — it is now described as “Microfiche Conversion Scanning and Imaging” at a rate of [***] which combines the previously
separated values.

   
2  The “Chase Application Data Capture” SOW is not currently included in the pricing. It will be billed under the terms of the SOW until Symetra and ACS reach an agreement as to how to reflect it otherwise.
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Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

Data Center

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
IBM Websphere Application Server SW Maintenance SA-06-025   [***]   [***]       [***] 
VMWare Host and Instance suppoort SA-06-026   [***]   [***]       [***] 
Email Archive management SA-07-035   [***]   [***]       [***] 
Manage User Groups SA-07-035   [***]   [***]       [***] 
Managed Transport (FTP) physical windows server SA-08-0021   [***]   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Data Center P8

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
Filenet Software Maintenance   1   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Data Network

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
Telecom Data Charges (Circuits Cincinnati OH.) — Sprint   [***]   [***]       [***] 
Telecom Data Charges (Circuits Itasca IL..) — Sprint   [***]   [***]       [***] 
Telecom Data Charges (Circuits Miami FL.) — Sprint   [***]   [***]       [***] 
Telecom Data Charges (Circuits Norcross GA.) — Sprint   [***]   [***]       [***] 
Telecom Data Charges (Circuits Plano TX.) — Sprint   [***]   [***]       [***] 
Telecom Data Charges (Circuits South Windsor CT.) — Sprint   [***]   [***]       [***] 
Telecom Additional Data Circuits (see “Voice-Data Breakdown” sheet)   [***]   [***]       [***] 
Output T1 (Dallas)   [***]   [***]       [***] 
Sungard Disaster Recovery Circuit   [***]   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Distributed Computing

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
None                 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Help Desk

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
Symetra Remedy User Licenses                 

Fixed user Remedy licenses   [***]  $[***]       [***] 
Novell ID Management Licenses   [***]  $[***]       [***] 
Other (specify in Comments)               [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Voice Communications

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
See separate tab “Voice-Data Breakdown”   [***]   [***]       [***] 
Avaya Maintenance (Based on FY09 average monthly costs)   [***]   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Output Processing

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       
Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
Postage — Bowne (Based on FY09 average monthly costs)   [***]   [***]       [***] 
USPS Presort   [***]   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Content Management

Pass-through Charges (Third-party provided products, services, and/or project expenses)
                 
      Monthly       

Pass-Through Description & Vendor  Unit of Measure  Unit Price      Monthly Total
None   [***]   [***]       [***] 
          MONTHLY TOTAL PASS-THROUGH FEE  [***] 
          ANNUAL PASS-THROUGH FEE  [***] 

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
                                   
Location  Voice or Data  Remote Worker Account Number  Invoice Number  Inventory Type  Inventory Item  Total  Street 1  City  State  Invoice Date  BTN  Carrier
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3839100974  [***]  [***]  CINCINNATI  OH  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3820600281  [***]  [***]  ITASCA  IL  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3843601180  [***]  [***]  MIAMI  FL  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3844500713  [***]  [***]  NORCROSS  GA  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3851301160  [***]  [***]  PLANO  TX  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3876500069  [***]  [***]  SOUTH WINDSOR  CT  4/7/2009      SPRINT
[***]  Data  [***]   510840   5108400409  CIRCUIT  PLHIGL452309  [***]  [***]  BELLEVUE  WA  4/8/2009   2253922  Integra Telecom
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  DHEC295933100  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  DHEC295933200  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  DHEC2959933300  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  DHEC799999600  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  DHEC799999700  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  KZET295933124  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  KZET295933224  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  KZET309437624  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  KZET309507724  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   80024373393   800243733930409  CIRCUIT  KZET585540324  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Data  [***]   206T512856   206T5128560306  TRUNK   206t512856  [***]  [***]  BELLEVUE  WA  3/23/2009   206t512856  QWEST
[***]  Data  [***]   206T512856   206T5128560409  TRUNK   206t512856  [***]  [***]  BELLEVUE  WA  4/23/2009   206t512856  QWEST
[***]  Data  [***]   206T512857   206T5128570309  TRUNK   206t512857  [***]  [***]  BELLEVUE  WA  3/23/2009   206t512857  QWEST
[***]  Data  [***]   206T512857   206T5128570409  TRUNK   206t512857  [***]  [***]  BELLEVUE  WA  4/23/2009   206t512857  QWEST
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3839701066  [***]  [***]  BETHEL PARK  PA  4/7/2009      SPRINT
[***]  Data  [***]   259930   2599300409  CIRCUIT  60KDGS100946TW  [***]  [***]  HILLSBORO  OR  4/15/2009      tw telecom
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3818100781  [***]  [***]  HILLSBORO  OR  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3818300018  [***]  [***]  HILLSBORO  OR  4/7/2009      SPRINT
[***]  Data  [***]   000831582763   0008315827630409  CIRCUIT  LDPL000005510674672  [***]  [***]  HILLSBORO  OR  4/16/2009   000831582763  VERIZON
[***]  Data  [***]   831582763   0008315827630409  CIRCUIT  LDPL000005510674672  [***]  [***]  HILLSBORO  OR  4/16/2009   000831582763  VERIZON
[***]  Data  [***]   925418070   9254180700409  CIRCUIT   66654998  [***]  [***]  HILLSBORO  OR  4/2/2009      SPRINT
[***]  Data  [***]   80024340152   800243401520409  CIRCUIT  DHEC155915  [***]  [***]  HILLSBORO  OR  3/1/2009      AT&T
[***]  Data  [***]   Y2110147   Y21101470409  CIRCUIT   U149695  [***]  [***]  HILLSBORO  OR  4/10/2009      MCI
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3883300190  [***]  [***]  INDIANAPOLIS  IN  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3834800878  [***]  [***]  LONDON  KY  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3891500102  [***]  [***]  MIAMI  FL  4/7/2009      SPRINT
[***]  Data  [***]   13154295   131542950409  CIRCUIT   3836201199  [***]  [***]  SOUTH WINDSOR  CT  4/7/2009      SPRINT
[***]  DATA  [***]                [***]  [***]             
[***]    [***]                [***]  [***]             
[***]  Voice  [***]   5123741317   51237413170409  LINE   5123741317  [***]  [***]  AUSTIN  TX  4/15/2009   5123741317  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   5123741317  [***]  [***]  AUSTIN  TX  4/1/2009   5123741317  AT&T
[***]  Voice  [***]   8143551770   81435517700309  LINE   8143551770  [***]  [***]  BELLEFONTE  PA  3/22/2009   8143551770  VERIZON
[***]  Voice  [***]   8143551770   81435517700409  LINE   8143551770  [***]  [***]  BELLEFONTE  PA  4/22/2009   8143551770  VERIZON
[***]

 
Voice

 
[***]

 
 5068768167 

 
 50687681670409 

 
CALLING
CARD  

 5031776869 
 

[***]
 

[***]
 

BELLEVUE
 

WA
 

4/4/2009
 

   
 

AT&T

[***]
 

Voice
 

[***]
 

 5068768167 
 

 50687681670409 
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CARD  

 8401362967 
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WA
 

4/4/2009
 

   
 

AT&T

[***]
 

Voice
 

[***]
 

 5068768167 
 

 50687681670409 
 

CALLING
CARD  

 8401693297 
 

[***]
 

[***]
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WA
 

4/4/2009
 

   
 

AT&T

[***]
 

Voice
 

[***]
 

 5068768167 
 

 50687681670409 
 

CALLING
CARD  

 8401745084 
 

[***]
 

[***]
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AT&T

[***]
 

Voice
 

[***]
 

 5068768167 
 

 50687681670409 
 

CALLING
CARD  

 8410158298 
 

[***]
 

[***]
 

BELLEVUE
 

WA
 

4/4/2009
 

   
 

AT&T

[***]
 

Voice
 

[***]
 

 5068768167 
 

 50687681670409 
 

CALLING
CARD  

 8660118765 
 

[***]
 

[***]
 

BELLEVUE
 

WA
 

4/4/2009
 

   
 

AT&T

[***]  Voice  [***]   6103631255   61036312550409  LINE   6103631255  [***]  [***]  BELLEVUE  WA  4/13/2009      VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   4252568000  [***]  [***]  BELLEVUE  WA  4/1/2009   4252568000  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   4254550722  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6103631255  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   4254838791  [***]  [***]  Bothell  WA  4/1/2009      AT&T
[***]  Voice  [***]   3034690364   30346903640409  LINE   3034690364  [***]  [***]  Broomfield  CO  4/7/2009      QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   3034690364  [***]  [***]  Broomfield  CO  4/1/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   7344339124  [***]  [***]  Chelsea  MI  4/1/2009   7344339124  AT&T
[***]  Voice  [***]   5135283043   51352830430309  LINE   5135283043  [***]  [***]  CINCINNATI  OH  3/22/2009      CINCINNATI BELL
[***]  Voice  [***]   5135283043   51352830430409  LINE   5135283043  [***]  [***]  CINCINNATI  OH  4/22/2009      CINCINNATI BELL
[***]  Voice  [***]   5135283900   51352839000309  LINE   5135283900  [***]  [***]  CINCINNATI  OH  3/22/2009   5135283900  CINCINNATI BELL
[***]  Voice  [***]   5135283900   51352839000409  LINE   5135283900  [***]  [***]  CINCINNATI  OH  4/22/2009   5135283900  CINCINNATI BELL
[***]  Voice  [***]   10009524678   100095246780409  LINE   5135281382  [***]  [***]  CINCINNATI  OH  4/1/2009   5135281382  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   5135283900  [***]  [***]  CINCINNATI  OH  4/1/2009   5135283900  AT&T
[***]  Voice  [***]   7167419291   71674192910409  LINE   7167419291  [***]  [***]  Clarence  NY  4/10/2009   7167419291  VERIZON
[***]  Voice  [***]   7048940007   70489400070309  LINE   7048940007  [***]  [***]  Cornelius  NC  3/20/2009   7048940007  AT&T
[***]  Voice  [***]   7048940007   70489400070409  LINE   7048940007  [***]  [***]  Cornelius  NC  4/20/2009   7048940007  AT&T
[***]  Voice  [***]   2539129524   25391295240309  LINE   2539129524  [***]  [***]  DUPONT  WA  3/8/2009   2539129524  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   2539129524  [***]  [***]  DUPONT  WA  4/1/2009   2539129524  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   2539129524  [***]  [***]  DUPONT  WA  3/22/2009   2539129524  QWEST
[***]  Voice  [***]   5036246406   50362464060409  LINE   5036246406  [***]  [***]  Durham  OR  4/16/2009   5036246406  VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   5036246406  [***]  [***]  Durham  OR  4/1/2009   5036246406  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   2539521183  [***]  [***]  Edgewood  WA  3/22/2009   2539521183810  QWEST
[***]
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 6183075369 

 
CHARTER
COMMUNICATIONS

[***]  Voice  [***]   6103636771   61036367710409  LINE   6103636771  [***]  [***]  EXTON  PA  4/13/2009      VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   8014510325  [***]  [***]  Farmington  UT  4/1/2009      AT&T
[***]  Voice  [***]   000695965763   0006959657630409  LINE   4345256470  [***]  [***]  FOREST  VA  4/1/2009   4345256470  VERIZON
[***]  Voice  [***]   8175603517   81756035170409  LINE   8175603517  [***]  [***]  FORTH WORTH  TX  4/13/2009   8175603517  AT&T
[***]  Voice  [***]   6302081758  6302081758Rebate  LINE   6302081758  [***]  [***]  Geneva  IL  2/10/2009   6302081758  AT&T
[***]  Voice  [***]   6302081758  6302081758Rebate  LINE   6302081759  [***]  [***]  Geneva  IL  2/10/2009   6302081758  AT&T
[***]  Voice  [***]   6302081758  6302081758Rebate  LINE   6302081763  [***]  [***]  Geneva  IL  2/10/2009   6302081758  AT&T
[***]  Voice  [***]   7022601924   70226019240409  LINE   7022601924  [***]  [***]  HENDERSON  NV  4/3/2009   7022601924  EMBARQ
[***]  Voice  [***]   10009524678   100095246780409  LINE   7022601924  [***]  [***]  HENDERSON  NV  4/1/2009   7022601924  AT&T
[***]  Voice  [***]   8282940368   82829403680409  LINE   8282940368  [***]  [***]  Hickory  NC  4/10/2009   8282940368  EMBARQ
[***]  Voice  [***]   10009524678   100095246780409  LINE   8282940368  [***]  [***]  Hickory  NC  4/1/2009   8282940368  AT&T
[***]  Voice  [***]   2818557078   28185570780409  LINE   2818557078  [***]  [***]  HOUSTON  TX  4/13/2009   2818557078  AT&T
[***]  Voice  [***]   2819709843   28197098430309  LINE   2819709843  [***]  [***]  Houston  TX  3/19/2009   2819709843  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   2819709843  [***]  [***]  Houston  TX  4/1/2009   2819709843  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   2818557078  [***]  [***]  HOUSTON  TX  4/1/2009   2818557078  AT&T
[***]  Voice  [***]   6302500621   63025006210409  LINE   6302500621  [***]  [***]  ITASCA  IL  4/1/2009   6302500621  AT&T
[***]  Voice  [***]   6302501345   63025013450409  LINE   6302501345  [***]  [***]  ITASCA  IL  4/1/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6302500245  [***]  [***]  ITASCA  IL  4/1/2009   6302500245  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6302500621  [***]  [***]  ITASCA  IL  4/1/2009   6302500621  AT&T

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
                                   
Location  Voice or Data  Remote Worker Account Number  Invoice Number  Inventory Type  Inventory Item  Total  Street 1  City  State  Invoice Date  BTN  Carrier
[***]  Voice  [***]   9047459892   90474598920409  LINE   9047459892  [***]  [***]  JACKSONVILLE  FL  4/14/2009   9047459892  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   9047459892  [***]  [***]  JACKSONVILLE  FL  4/1/2009   9047459892  AT&T
[***]  Voice  [***]   8165257713   81652577130409  LINE   8165257713  [***]  [***]  LEES SUMMIT  MI  4/3/2009   8165257713  AT&T
[***]  Voice  [***]   8165257713   81652577130409  LINE   8165257714  [***]  [***]  LEES SUMMIT  MI  4/3/2009   8165257713  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   5098915351  [***]  [***]  LIBERTY LAKE  WA  4/1/2009   5098915351  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   5098915351  [***]  [***]  LIBERTY LAKE  WA  3/22/2009   5098915351  QWEST
[***]  Voice  [***]   8479400760   84794007600309  LINE   8479400760  [***]  [***]  LINCOLNSHIRE  IL  3/28/2009   8479400760  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   8479400760  [***]  [***]  LINCOLNSHIRE  IL  4/1/2009   8479400760  AT&T
[***]  Voice  [***]   5094660743   50946607430309  LINE   5094660743  [***]  [***]  MASON  OH  3/11/2009   5094660743  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   5094660743  [***]  [***]  MASON  OH  4/1/2009   5094660743  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   5094660743  [***]  [***]  MASON  OH  3/22/2009   5094660743  QWEST
[***]  Voice  [***]   3053830898   30538308980409  LINE   3053830898  [***]  [***]  MIAMI  FL  4/14/2009   3053830898  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   3053830898  [***]  [***]  MIAMI  FL  4/1/2009   3053830898  AT&T
[***]  Voice  [***]   9706263345   97062633450409  LINE   9706263345  [***]  [***]  MONTROSE  CO  4/16/2009   9706263345  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   9706263345  [***]  [***]  MONTROSE  CO  4/1/2009   9706263345  AT&T
[***]  Voice  [***]   4357871112   43578711120409  LINE   4357871112  [***]  [***]  NIBLEY  UT  4/16/2009   4357871112  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   4357871112  [***]  [***]  NIBLEY  UT  4/1/2009   4357871112  AT&T
[***]  Voice  [***]   6787281550   67872815500309  LINE   6787281550  [***]  [***]  NORCROSS  GA  3/22/2009   6787281540  AT&T
[***]  Voice  [***]   6787281550   67872815500409  LINE   6787281550  [***]  [***]  NORCROSS  GA  4/22/2009   6787281540  AT&T
[***]  Voice  [***]   7705821208   77058212080309  LINE   7705821208  [***]  [***]  NORCROSS  GA  3/25/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   4258889473  [***]  [***]  NORCROSS  GA  4/1/2009   4258889473  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6787281540  [***]  [***]  NORCROSS  GA  4/1/2009      AT&T
[***]  Voice  [***]   5037229635   50372296350309  LINE   5037229635  [***]  [***]  OREGON CITY  OR  3/16/2009   5037229635  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   5037229635  [***]  [***]  OREGON CITY  OR  4/1/2009   5037229635  AT&T
[***]  Voice  [***]   503Z220305   503Z2203050309  LINE   5037229635  [***]  [***]  OREGON CITY  OR  3/22/2009   5037229635  QWEST
[***]  Voice  [***]   503Z220305   503Z2203050409  LINE   5037229635  [***]  [***]  OREGON CITY  OR  4/22/2009   5037229635  QWEST
[***]  Voice  [***]   4403546928   44035469280409  LINE   4403546928  [***]  [***]  Painesville Township  OH  4/13/2009   4403546928  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   4403546928  [***]  [***]  Painesville Township  OH  4/1/2009   4403546928  AT&T
[***]  Voice  [***]   6263560216   62635602160309  LINE   6263560216  [***]  [***]  Pasadena  CA  3/28/2009   6263560216  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6263560216  [***]  [***]  Pasadena  CA  4/1/2009   6263560216  AT&T
[***]  Voice  [***]   9725090951   97250909510409  LINE   9725090951  [***]  [***]  PLANO  TX  4/1/2009      VERIZON
[***]  Voice  [***]   9726331800   97263318000309  LINE   9726331800  [***]  [***]  PLANO  TX  3/28/2009   9726331800  VERIZON
[***]  Voice  [***]   9726338632   97263386320409  LINE   9726338632  [***]  [***]  PLANO  TX  4/4/2009      VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   9726331800  [***]  [***]  PLANO  TX  4/1/2009   9726331800  AT&T
[***]  Voice  [***]   3608953270   36089532700409  LINE   3608953270  [***]  [***]  Port Orchard  WA  4/7/2009   3608953270  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   3608953270  [***]  [***]  Port Orchard  WA  4/1/2009   3608953270  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   4252261293  [***]  [***]  RENTON  WA  3/22/2009   4252261293  QWEST
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   4256875850  [***]  [***]  Renton  WA  3/22/2009   4256875850  QWEST
[***]

 
Voice

 
[***]

 
 5096289331 

 
 50962893310409 

 
LINE

 
 5096289331 

 
[***]

 
[***]

 
RICHLAND

 
WA

 
4/1/2009

 
 5096289331 

 
VERIZON
NORTHWEST

[***]  Voice  [***]   3393414807   33934148070409  LINE   3393414807  [***]  [***]  SAN DIEGO  CA  4/7/2009      AT&T
[***]  Voice  [***]   6192200081   61922000810409  LINE   6192200081  [***]  [***]  SAN DIEGO  CA  4/1/2009      AT&T
[***]  Voice  [***]   6192960486   61929604860309  LINE   6192960486  [***]  [***]  SAN DIEGO  CA  3/14/2009      AT&T
[***]  Voice  [***]   6192960486   61929604860409  LINE   6192960486  [***]  [***]  SAN DIEGO  CA  4/14/2009      AT&T
[***]  Voice  [***]   6192973156   61929731560409  LINE   6192973156  [***]  [***]  SAN DIEGO  CA  4/19/2009   6192973156  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6192973156  [***]  [***]  SAN DIEGO  CA  4/1/2009   6192973156  AT&T
[***]  Voice  [***]   7605981558  7605981558Rebate  LINE   7605981558  [***]  [***]  San Marcos  CA  11/7/2008   7605981558109  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   2069323779  [***]  [***]  SEATTLE  WA  3/22/2009   2069323779  QWEST
[***]  Voice  [***]   4253578257   42535782570309  LINE   4253578257  [***]  [***]  Snohomish  WA  3/19/2009   4253578257  VERIZON
[***]  Voice  [***]   4253578257   42535782570409  LINE   4253578257  [***]  [***]  Snohomish  WA  4/19/2009   4253578257  VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   4253578257  [***]  [***]  Snohomish  WA  4/1/2009   4253578257  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   2032674886  [***]  [***]  SOUTHBURY  CT  4/1/2009   2032674886  AT&T
[***]  Voice  [***]   2032674886  2032674886Rebate  LINE   2032674886  [***]  [***]  SOUTHBURY  CT  3/16/2009   2032674886  AT&T
[***]  Voice  [***]   6512750172   65127501720309  LINE   6512750172  [***]  [***]  Stillwater  MN  3/19/2009   6512750172  QWEST
[***]  Voice  [***]   6512750172   65127501720409  LINE   6512750172  [***]  [***]  Stillwater  MN  4/19/2009   6512750172  QWEST
[***]

 
Voice

 
[***]

 
 18501178642602 

 
 1786426020409 

 
LINE

 
 6232439406 

 
[***]

 
[***]

 
Tolleson

 
AZ

 
4/4/2009

 
 6232439406 

 
COX
COMMUNICATION

[***]  Voice  [***]   2087349256   20873492560309  LINE   2087349256  [***]  [***]  Twin Falls  ID  3/25/2009   2087349256  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   2087349256  [***]  [***]  Twin Falls  ID  4/1/2009   2087349256  AT&T
[***]  Voice  [***]   7076492316   70764923160309  LINE   7076492316  [***]  [***]  VALLEJO  CA  3/28/2009   7076492316  AT&T
[***]  Voice  [***]   7076492316   70764923160309  OTHER   8761575  [***]  [***]  VALLEJO  CA  3/28/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   3605743485  [***]  [***]  Vancover  WA  4/1/2009   3605743485  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   3608850322  [***]  [***]  Vancover  WA  4/1/2009   3608850322  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   3605743485  [***]  [***]  Vancover  WA  3/22/2009   3605743485  QWEST
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   3608850322  [***]  [***]  Vancover  WA  3/22/2009   3608850322  QWEST
[***]  Voice  [***]   5098912797   50989127970409  LINE   5098912797  [***]  [***]  VERADALE  WA  4/2/2009   5098912797  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   5098912797  [***]  [***]  VERADALE  WA  4/1/2009   5098912797  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   5095274783  [***]  [***]  WALLA WALLA  WA  4/1/2009   5095274783  AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   5095274783  [***]  [***]  WALLA WALLA  WA  3/22/2009   5095274783  QWEST
[***]  Voice  [***]   7166774894   71667748940409  LINE   7166774894  [***]  [***]  West Linn  OR  4/16/2009   7166774894  VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   5036552749  [***]  [***]  West Linn  OR  4/1/2009   5036552749  AT&T
[***]  Voice  [***]   503Z220305   503Z2203050309  LINE   5036552749  [***]  [***]  West Linn  OR  3/22/2009   5036552749  QWEST
[***]  Voice  [***]   503Z220305   503Z2203050409  LINE   5036552749  [***]  [***]  West Linn  OR  4/22/2009   5036552749  QWEST
[***]

 

Voice

 

[***]

 

 9544733800001 

 

 954473380409 

 

LINE

 

 4252568186 

 

[***]

 

[***]

 

 

 

 

 

4/1/2009

 

 9544733800001 

 

AT&T
TELECONFERENCE
SERVICES

[***]  Voice  [***]   4254833395   42548339950409  LINE   4254833995  [***]  [***]      4/13/2009      VERIZON
[***]  Voice  [***]   4254833995   42548339950409  LINE   4254833995  [***]  [***]      4/13/2009      VERIZON
[***]  Voice  [***]   5035790478   50357904780309  LINE   5035790478  [***]  [***]      3/22/2009   5035790478  VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   5035790478  [***]  [***]      4/1/2009   5035790478  AT&T
[***]  Voice  [***]   4254543238   42545432380309  LINE   4254543238  [***]  [***]  BELLEVUE  WA  3/8/2009   4254543238  QWEST
[***]  Voice  [***]   10009524678   100095246780409  LINE   4252565000  [***]  [***]  BELLEVUE  WA  4/1/2009   4252565000  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   4256462797  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   4254543238  [***]  [***]  BELLEVUE  WA  3/22/2009   4254543238  QWEST
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   4254541821  [***]  [***]  BELLEVUE  WA  3/22/2009      QWEST
[***]  Voice  [***]   206Z220457   206Z2204570309  LINE   4256462797  [***]  [***]  BELLEVUE  WA  3/22/2009      QWEST
[***]  Voice  [***]  ASYEASYW02  ASYEASYW020409  LINE   4252565000  [***]  [***]  BELLEVUE  WA  4/1/2009   4252565000  AT&T
[***]  Voice  [***]  CDACSY  CDACSY0409  OTHER  CDACSY  [***]  [***]  BELLEVUE  WA  4/1/2009      AT&T
[***]  Voice  [***]   4128312172   41283121720409  LINE   4128312172  [***]  [***]  BETHEL PARK  PA  4/10/2009      VERIZON
[***]  Voice  [***]   4128314835   41283148350409  LINE   4128314835  [***]  [***]  BETHEL PARK  PA  4/10/2009      VERIZON
[***]  Voice  [***]   4128316483   41283164830409  LINE   4128316483  [***]  [***]  BETHEL PARK  PA  4/10/2009      VERIZON
[***]  Voice  [***]   6175575103   61755751030409  LINE   6175575103  [***]  [***]  BOSTON  MA  4/12/2009      VERIZON
[***]  Voice  [***]   6103978615   61039786150309  LINE   6103978615  [***]  [***]  CONSHOHOCKEN  PA  3/21/2009      VERIZON

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



 

     
                                   
Location  Voice or Data  Remote Worker Account Number  Invoice Number  Inventory Type  Inventory Item  Total  Street 1  City  State  Invoice Date  BTN  Carrier
[***]  Voice  [***]   6103978615   61039786150409  LINE   6103978615  [***]  [***]  CONSHOHOCKEN  PA  4/21/2009      VERIZON
[***]  Voice  [***]   6108287540   61082875400409  LINE   6108287540  [***]  [***]  CONSHOHOCKEN  PA  4/12/2009      VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177250310  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251200  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251201  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251202  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251203  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251204  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177251205  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   6177251200   61772512000409  LINE   6177250115  [***]  [***]  EXTON  PA  4/2/2009   6177251200  VERIZON
[***]  Voice  [***]   10009524678   100095246780409  LINE   6177251202  [***]  [***]  EXTON  PA  4/1/2009   6177251200  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   6177250115  [***]  [***]  EXTON  PA  4/1/2009   6177251200  AT&T
[***]  Voice  [***]   3173347350   31733473500409  LINE   3173347350  [***]  [***]  INDIANAPOLIS  IN  4/13/2009      AT&T
[***]  Voice  [***]   3178753798   31787537980309  LINE   3178753798  [***]  [***]  INDIANAPOLIS  IN  3/28/2009   3178753798  AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   3178753798  [***]  [***]  INDIANAPOLIS  IN  4/1/2009   3178753798  AT&T
[***]  Voice  [***]   9494623279   94946232790309  LINE   9494623279  [***]  [***]  LAKE FOREST  CA  3/22/2009   9494623279  AT&T
[***]  Voice  [***]   3054638449   30546384490309  LINE   3054638449  [***]  [***]  MIAMI  FL  3/26/2009      AT&T
[***]  Voice  [***]   3057156100   30571561000409  LINE   3057156100  [***]  [***]  MIAMI  FL  4/4/2009      AT&T
[***]  Voice  [***]   7863319466   78633194660309  LINE   7863319466  [***]  [***]  MIAMI  FL  3/23/2009      AT&T
[***]  Voice  [***]   8602900164   86029001640409  LINE   8602900164  [***]  [***]  SOUTH WINDSOR  CT  3/1/2009      AT&T
[***]  Voice  [***]   10009524678   100095246780409  LINE   8602895937  [***]  [***]  SOUTH WINDSOR  CT  4/1/2009      AT&T
  Voice  [***]   8602916600   86029166000409  LINE   8602916600  [***]  [***]      4/9/2009   8602916600539  AT&T
  VOICE                  [***]               

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

 



Exhibit 10.6

AMENDMENT 3
TO THE

GROUP SHORT TERM DISABILITY REINSURANCE AGREEMENT

This Amendment No. 3 (“Amendment”) is hereby made a part of and incorporated into the Group Short Term Disability Reinsurance Agreement originally effective January 1, 1999 between Symetra Life Insurance
Company (“Insurer”) of Bellevue, Washington and Reliance Standard Life Insurance Company doing business as Custom Disability Solutions, as Managing Agent (“Managing Agent”) for each of the participating
reinsurers collectively referred to in the Reinsurance Agreement as the American Disability Reinsurance Underwriters Syndicate (ADRUS) (“Reinsurance Agreement”) as of the date written below. Capitalized terms not
otherwise defined herein shall have the meaning ascribed to them in the Reinsurance Agreement.

Intending to be legally bound, Insurer and Managing Agent agree to amend the Reinsurance Agreement as follows:

1. The Managing Agent and the Insurer hereby agree that the Profit Sharing Agreement originally effective in 1999, that is attached to and part of the Reinsurance Agreement, shall be terminated effective
December 31, 2010, and there shall be no profit sharing calculation or payout for any calendar years after 2009.

 

2. Effective January 1, 2011, the Managing Agent and the Insurer hereby agree as follows:

 a.  The Insurer and the Managing Agent hereby agree that the effective date of termination of the Reinsurance Agreement shall be 12:01 am on June 1, 2011, in accordance with Article V, and that during
2011, the Reinsurer shall accept reinsurance under this Agreement for all cases underwritten by the Managing Agent prior to March 1, 2011;

 

 b.  The Managing Agent shall be the sole and exclusive party providing Insurer with STD quotes during January and February of 2011; and
 

 c.  The Managing Agent shall cease underwriting STD policies on behalf of the Insurer on February 28, 2011.

All provisions of the Reinsurance Agreement not in conflict with the provisions of this Amendment will continue unchanged.

 



 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed in duplicate by the signatures of their duly authorized representatives as indicated below as of the 19th day of January, 2011.
           
CUSTOM DISABILITY SOLUTIONS  SYMETRA LIFE INSURANCE COMPANY
           
By:  /s/ Paul K. Fields

 

   By:  /s/ Michael Fry
 

  
           
Name:  Paul K. Fields

 

   Name:  Michael Fry
 

  
           
Title:  CFO

 

   Title:  EVP
 

  
           
Date:  1/19/2011

 

   Date:  1-14-2011
 

  

 



 

APPENDIX A — 12

AGREEMENT YEAR 2011

January 1, 2011 to December 31, 2011

Member Reinsurer who has contracted with Custom Disability Solutions as Managing Agent of ADRUS and their levels of participation are as follows:
         
  Dollar  Percentage

Reinsurer  Participation  Participation
         
Reliance Standard Life Insurance Company  $30,000   100%
         
TOTAL AUTHORIZED PARTICIPATION  $30,000   100%

 



Exhibit 10.8

AMENDMENT 6
TO THE

GROUP LONG TERM DISABILITY REINSURANCE AGREEMENT

This Amendment No. 6 (“Amendment”) is hereby made a part of and incorporated into the Group Long Term Disability Reinsurance Agreement originally effective January 1, 1999 between Symetra Life Insurance
Company (“Insurer”) of Bellevue, Washington and Reliance Standard Life Insurance Company doing business as Custom Disability Solutions, as Managing Agent (“Managing Agent”) for each of the participating
reinsurers collectively referred to in the Reinsurance Agreement as the American Disability Reinsurance Underwriters Syndicate (ADRUS) (“Reinsurance Agreement”) as of the date written below. Capitalized terms not
otherwise defined herein shall have the meaning ascribed to them in the Reinsurance Agreement.

Intending to be legally bound, Insurer and Managing Agent agree to amend the Reinsurance Agreement as follows:

1. The Managing Agent and the Insurer hereby agree that the Profit Sharing Agreement originally effective in 1999, that is attached to and part of the Reinsurance Agreement, shall be terminated effective
December 31, 2010 and there shall be no profit sharing calculation or payout for any calendar years after 2009.

 

2. Effective January 1, 2011, the Managing Agent and the Insurer hereby agree as follows:

 a.  The Insurer and the Managing Agent hereby agree that the effective date of termination of the Reinsurance Agreement shall be 12:01 am on June 1, 2011, in accordance with Article VI, and that during
2011, the Reinsurer shall accept reinsurance under this Agreement for all cases underwritten by the Managing Agent prior to March 1, 2011;

 

 b.  The Managing Agent shall be the sole and exclusive party providing Insurer with LTD quotes during January and February of 2011; and
 

 c.  The Managing Agent shall cease underwriting LTD policies on behalf of the Insurer on February 28, 2011.

All provisions of the Reinsurance Agreement not in conflict with the provisions of this Amendment will continue unchanged.

 



 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed in duplicate by the signatures of their duly authorized representatives as indicated below as of the 19th day of January, 2011.
           
CUSTOM DISABILITY SOLUTIONS   SYMETRA LIFE INSURANCE COMPANY
           
By:  /s/ Paul K. Fields

 

   By:  /s/ Michael Fry
 

  
           
Name:  Paul K. Fields

 

   Name:  Michael Fry
 

  
           
Title:  CFO

 

   Title:  EVP
 

  
           
Date:  1/19/2011

 

   Date:  1-14-2011
 

  

 



 

APPENDIX A — 12

AGREEMENT YEAR 2011

January 1, 2011 to December 31, 2011

Member Reinsurer who has contracted with Custom Disability Solutions as Managing Agent of ADRUS and their levels of participation are as follows:
     
  Dollar  Percentage

Reinsurer  Participation  Participation
     
Reliance Standard Life Insurance Company  $30,000  100%
     
TOTAL AUTHORIZED PARTICIPATION  $30,000  100%
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AMENDMENT NUMBER 5 TO THE
INVESTMENT MANAGEMENT AGREEMENT

     This AMENDMENT Number 5, dated as of September 19, 2009, to the Investment Management Agreement (“Agreement”) dated as of March 14, 2004 originally made by and among WHITE MOUNTAINS
ADVISORS LLC, a Delaware limited liability company (the “Advisor”), and Occum Acquisition Corp., a Delaware Corporation, now known as SYMETRA FINANCIAL CORPORATION and its SUBSIDIARIES
(the “Client”). Capitalized terms used but not defined herein have the meaning set forth in the Agreement.

WITNESSETH

     WHEREAS, Advisor and Client are parties (“Parties”) to the Agreement; and

     WHEREAS, pursuant to the terms of paragraph 17 of the Agreement, the Parties may amend the Agreement in writing; and

     WHEREAS, Advisor and Client desire to modify certain terms of the Agreement and of Amendment Four.

     NOW, THEREFORE, the Parties agree as follows:

 1.  The definition of “Subsidiaries” in the preamble of the Agreement is revised to remove the text “as defined in Schedule B” and replaced with the text “defined as those subsidiaries who are signatories to this
Agreement by execution of an Accession Instrument in the form attached hereto and acknowledged by Advisor.” Schedule B of the Agreement is deleted in its entirety.

 

 2.  Paragraph 1 of Amendment Four and Schedule A of the Agreement, is deleted it in its entirety and replaced with the following Management Fee schedule that is retroactive to April 1, 2009:

SCHEDULE A

 1.  a. Investment Account.
       

Assets Under Management  Value  Annual Fee  Quarterly Fee
Investment Grade Fixed Income:       

Up to $1 billion  Book  10.0 basis points  2.5 basis points
    (0.1% or 0.001)  (0.025% or 0.00025)
$1 billion — $2 billion  Book  8.5 basis points  2.125 basis points
$2 billion — $5 billion  Book  7.5 basis points  1.875 basis points
Greater than $5 billion  Book  2.5 basis points  0.625 basis points

High Yield Debt  Market  25.0 basis points  6.25 basis points
Equities  Market  100.0 basis points  25.0 basis points
Fully Funded Hedge Funds,  Market  100.0 basis points  25.0 basis points

 



 

       
Assets Under Management  Value  Annual Fee  Quarterly Fee

Private Equities & Other Deferred Fundings:       
First 2 Years of Fund’s Life  Committed  100.0 basis points  25.0 basis points
Thereafter  Market  100.0 basis points  25.0 basis points

Affordable Housing Credit Funds       
First Year of Fund’s Life  Committed  100.0 basis points  25.0 basis points
Thereafter  Market  10.0 basis points  2.5 basis points

 b.  In consideration for the services provided by sub-advisers, the Advisor shall pass-through all investment advisory fees and charges to the Client in accordance with the terms of the sub-adviser
contracts.

 2.  Aggregate Investment Account. The Advisor will be paid a quarterly fee for the Portfolio Management Services computed at the annual rate of one-half basis point (0.005%) of the aggregate value of
the net assets of the Aggregate Investment Account utilizing the value methodologies described in Paragraph 1 (a) and (b) of Schedule A.

     IN WITNESS WHEREOF, the parties hereto have executed this Amendment Number 5 to the Agreement.
         
ADVISOR: 
WHITE MOUNTAINS ADVISORS LLC  

 
 

CLIENT:
SYMETRA FINANCIAL CORPORATION

         
By:  /s/ Mark J. Plourde    By:  /s/ Margaret Meister
 

 
    

 

 Name:  Mark J. Plourde
Title:    Chief Financial Officer  

 
 

 Name:  Margaret Meister
Title:    Chief Financial Officer

 



 

ACCESSION INSTRUMENT

     This Accession Instrument is made effective as of [insert date] (“Effective Date”) by [insert name of company] (“Subsidiary”), a [state of domicile and type of entity] and [direct or indirect] subsidiary of Symetra
Financial Corporation.

WITNESSETH:

  WHEREAS, Symetra Financial Corporation (“Parent”) entered into an Investment Management Agreement with White Mountains Advisors LLC (“Adviser”) on March 14, 2004, whereby Adviser will invest the assets
of Parent and its participating subsidiaries; and

  NOW, THEREFORE, by its execution hereof, Subsidiary hereby agrees to become, and will be deemed for all purposes to be, a party to the Investment Management Agreement, and to any amendment to the
Investment Management Agreement hereafter entered into by Parent, from the Effective Date.

IN WITNESS WHEREOF, Subsidiary has caused this Accession Instrument to be executed by its duly authorized representative.
     
 [INSERT NAME OF COMPANY]

  

 By:    
  Name:    
  Title:    
 

Acknowledged By:
     
WHITE MOUNTAINS ADVISORS LLC
   

By:     
 Name:     
 Title:     
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Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

September 21, 2010

Symetra Life Insurance Company
777 108th Ave NE, Suite 1200
Bellevue, WA 98004-5135

Chase Insurance Agency Inc.
Attn: Annuity Sales Program Manager
111 E. Wisconsin Ave, Suite 110
Milwaukee, WI 53222

Re:  Amendment to Symetra Select 5 Fixed Annuity Base Commissions

Dear Annuity Sales Program Manager:

As we had discussed and agreed, effective as of October 4, 2010, Symetra is amending the current Sales Agreement for fixed products between you and Symetra Life Insurance Company (“Agreement”) by replacing your
current base commission schedule for the Select 5 Fixed Annuity product, with the enclosed schedule.

Any Select 5 application signed and submitted prior to October 4, 2010 will be paid in accordance with the commission schedule in effect at the time of submission.

All other provisions of the Agreement remain unchanged.

All of us at Symetra thank you for your business and look forward to continuing to help you to “reach for great things.” If you would like to learn more about our products, please contact your key account manager or visit
us online at www.symetra.com/financial.
 
Sincerely,
 

Pat McCormick
Senior Vice President
Symetra Life Insurance Company

Enclosure

Stat: 24-33-9916

 



 

Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been filed separately with the Securities and Exchange Commission.

COMMISSION SCHEDULE
FOR FIXED ANNUITY PRODUCTS

Effective as of October 4, 2010
         

Product Name  Compensation Rate   Internal LSA Code  
Select 5  For Attained Ages 80 and under:  3018  

 •  [***] on purchase payments between $10,000 and $49,999.99
 •  [***] on purchase payments between $50,000 and $99,999.99
 •  [***] on purchase payments of $100,000 and above
   
    For Attained Ages 81 through 86:

 •  [***] on purchase payments between $10,000 and $49,999.99
 •  [***] on purchase payments between $50,000 and $99,999.99
 •  [***] on purchase payments of $100,000 and above
   
    For Attained Ages 87 through 90:

 • [***] on purchase payments between $10,000 and $49,999.99
 • [***] on purchase payments between $50,000 and $99,999.99
 • [***] on purchase payments of $100,000 and above
         
 • 

 
If the contract owner replaces the contract to a five year term at 
any time after the fifth contract year*, Company will pay Agency:  

3010   

(a) [***] of the contract value upon replacement for Attained 
Ages up to and including 80; or

 
(b) [***] of the contract value upon replacement for Attained
Ages 81 to 86;

 
(c) [***] of the contract value upon replacement for Attained 
Ages 87 to 90.

       
 • 

 

If the contract owner replaces the contract to a new three year term at
any time after the fifth contract year*, Company will pay Agency
[***] of the contract value upon replacement for Attained Ages up to
and including 90.  

               3010ie

 

*  Upon replacement, the Company will issue a new contract to the contract owner.

CHARGEBACKS:

In the event that a contract is surrendered under the “free look” provision, or otherwise rescinded, then charge backs will be made against all compensation paid with respect to such contract.

In the event of a withdrawal within twelve (12) months from a contract’s issue date, Agency will be charged back compensation paid on the amount that exceeds 10% of such contract’s policy value. In the event of a full
withdrawal within twelve (12) months from a contract’s issue date, Agency will be charged back all compensation paid with respect to such contract. The chargeback will be waived if the withdrawal:

 •  Does not exceed the amount withdrawn under the 10%-Free Withdrawal provision of the contract;
 

 •  Is a non-commissionable transfer or rollover between Company products;
 

 •  Is made after the Owner is deceased or is eligible for a hospital or nursing home waiver;
 

 •  Is part of a series of systematic withdrawals pursuant to Internal Revenue Code Section 72(t) or 401(a)(9) for qualified plans and Section 72 (q) or 72 (s) for non-qualified plans;
 

 •  Is a payout under an annuitization option of the contract.

If the contract owner replaces the contract, the chargebacks above will apply during the first twelve (12) months from the new contract’s issue date.

THIS SCHEDULE MAY BE MODIFIED OR CANCELED BY COMPANY AT ANY TIME BY PROVIDING WRITTEN NOTICE.

 



 

AMENDMENT

This Amendment to the Agency Agreement dated as of September 26, 2006 between Symetra Life Insurance Company and Chase Insurance Agency, Inc. (“Amendment”) is made and entered into between Symetra Life
Insurance Company (“Symetra”) and Chase Insurance Agency, Inc. (“Chase”), and is effective as of January 1, 2011 (“Effective Date”).

WHEREAS, Symetra and Chase entered into an Agency Agreement dated as of September 26, 2006 (the “Agency Agreement”); and

WHEREAS, Symetra and Chase desire to amend the Agency Agreement as set forth below.

NOW, THEREFORE, in consideration of the mutual covenants and undertakings set forth herein, Symetra and Chase agree as follows:

Symetra Life Insurance Company Terms and Conditions, LSA-282_JPM 09/2006, is hereby deleted in its entirety, and is hereby replaced by Symetra Life Insurance Company Terms and Conditions, LSA-282_JPM
01/2011, a copy of which is attached hereto as Exhibit A.

All other provisions of the Agency Agreement remain unchanged.

IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly executed on the date indicated below, effective as of the Effective Date.
     
SYMETRA LIFE INSURANCE COMPANY   
     
By:

 
/s/ Richard LaVoice
 

Richard LaVoice  
 

 
Title:  Executive Vice President   
     
Date:     
  

 

  
     
CHASE INSURANCE AGENCY, INC.   
     
By:  /s/ Laura Pantaleo

 

  
     
Title:  President of Chase Insurance Agency   
     
Date: 2/17/11   

 



 

Exhibit A

Symetra Life Insurance Company
Terms and Conditions

General

1.  Values Statement

   The Company has a history, tradition and reputation for high ethical standards. Agency agrees to adhere to the Values Statement, will avoid conflicts of interest, and will comply with all applicable laws.

   Agency shall:

 a.  Act with integrity, which includes being honest with customers and Company.
 

 b.  Understand Company’s customers’ financial and insurance objectives and satisfy those objectives with suitable financial and insurance products and first-rate service.
 

 c.  Provide clear and accurate advertising and sales materials to Company customers.
 

 d.  Resolve customers’ complaints and disputes fairly and promptly.
 

 e.  Take appropriate actions, including having adequate supervision, to comply with applicable laws.
 

 f.  Compete actively and fairly so as to provide customers with needed services and products at reasonable prices. However, it is understood that Agency does not set product pricing.

2.  Confidentiality

  Each party may furnish the other party with personal customer information that is non-public and confidential in nature. Except as required in order to perform its obligations and duties under this Agreement, to
perform joint marketing efforts, or as permitted by law, neither party shall use or disclose such non-public or confidential information received from the other party.

 

  Each party will maintain and enforce safety and physical security procedures with respect to its access and maintenance of personal customer information that provide reasonably appropriate technical and
organizational safeguards against accidental or unlawful destruction, loss, alteration or unauthorized disclosure or access. Each party will notify the other of any breach of security and use diligent efforts to remedy
any breach of security or unauthorized access in a timely manner. Each party agrees to cooperate with the other’s efforts to remedy any breach of security or unauthorized access.

3.  Company agrees that during the term of this Agreement and following its termination, Company shall not solicit any customer of Agency who purchases any product from the Company under this Agreement for
any additional product or service without Agency’s prior written consent; provided, however, that Company may offer additional products or services to any such customers who become a customer of the Company
through another agency relationship.

 

4.  Status and Authority of Agency

 a.  Agency is an independent contractor, not an employee of Company, which has retained its right to exercise exclusive and independent control of its time, energy and skill in the conduct of its business.
 

 b.  Agency is authorized to solicit applications for those life and health insurance products issued by the Company that are listed on the attached agency agreement pages; and to collect initial policy premiums
and account deposits, and such other premiums as may be specifically authorized by the Company.

5.  Agency has no authority to:

 a.  Make, alter or discharge any policy;
 

 b.  Extend the time for payment of premiums;
 

 c.  Waive or extend any policy provision;
 

 d.  Incur any liability or expense on behalf of Company;
 

 e.  Receive any money due or to become due to Company except initial policy premiums and account deposits and other such premiums as may be specifically authorized by the Company.

6.  Agency shall promptly submit applications and remit premiums and deposits to Company at its Home Office.
 

  Agency shall be responsible to Company for the fidelity and acts of Agency representatives. Agency is responsible for ensuring that no business is solicited by any representative until that representative is
authorized to represent the Company according to the applicable state regulations and after the Agreement effective date. Compensation is earned on premiums received after the Agency is appointed with the
Company.

 

7.  Agency shall not pay or allow, or offer to allow, as an inducement to any person to insure or enroll, any illegal rebate of premium or other consideration due, or any other inducement not specified in the policy; nor
make any misrepresentations or incomplete comparison for the purpose of inducing a policyholder in any other company to lapse, forfeit or surrender insurance.

Symetra Life Insurance Company § 777 108th Avenue NE, Suite 1200 § Bellevue, WA 98004-5135 § www.symetra.com 
Mailing Address: PO Box 34690 § Seattle, WA 98124-1690 § Phone 1-800-796-3872 § TTY/TDD 1-800-833-6388

VL-148 8/07

 



 

  Agency shall not use any sales material, illustrations or advertisement in which Company is identified, unless the written consent of Company is obtained. Company shall not use the name “Chase Insurance
Agency, Inc.,” “JPMorganChase,” “JPMorgan,” “Chase” or any derivative thereof, in any manner whatsoever without the prior written consent of Agency, which consent may be withheld in Agency’s sole and
absolute discretion.

 

8.  Agency must notify Company immediately if it becomes aware of any written or verbal complaint involving a Company product. A complaint is any communication primarily expressing a grievance. The
distinction between an inquiry and a grievance lies in the language used and a reasonable interpretation of that language.

 

9.  Without liability to the Agency, the Company may withdraw from doing business in any jurisdiction, and may at its discretion withdraw, substitute, add or change rates on any plan or plans.
 

10.  Cost of Marketing Material. Company shall be responsible for all costs associated with creating and producing advertising and promotional material as well as for costs associated with providing such materials to
Agency.

 

11.  Contact with Agency’s Representatives. Company, its affiliates and subsidiaries, shall not make any contact with the Agency’s representatives except as permitted under Agency’s guidelines as published by
Agency from time to time, unless such contact is in regard to claims or servicing issues related to the products issued by Company.

 

12.  Service Level Requirements. Company shall maintain disaster recovery and contingency plans and information security policies and procedures acceptable to Agency. Company shall also exercise commercially
reasonable efforts to achieve operational and service level requirements as set forth in Schedule attached hereto and as may be amended by Agency from time to time.

Suitability

Agency shall be responsible for reviewing the suitability of Company product sales by Agency representatives under all applicable state and federal laws, rules and regulations (“applicable laws”). Agency shall require
Agency representatives to complete Agency’s suitability form, which form will comply with NAIC / FINRA suitability requirements, and shall provide a copy to the Company upon request. Agency shall meet or exceed the
requirements established by the Suitability in Annuity Transactions Model Regulation adopted by the National Association of Insurance Commissioners (the “NAIC”) and any successor thereto. The suitability of Company
product sales will also be reviewed by Agency’s affiliated broker-dealer.

Agency shall also be responsible for the training, supervision and control of Agency representatives in connection with their solicitation activities regarding Company products. Agency shall do each of the following:

1.  Ensure that Agency representatives complete all state and federally mandated continuing education and other training requirements, and use training materials furnished by the Company to provide or make
provisions for providing training to Agency representatives regarding the sale of Company products. Such training shall also include but not be limited to general product training on requirements regarding
suitability, replacement, and anti-money laundering. Agency shall maintain records regarding the training provided to Agency representatives, and shall provide proof of the training upon request by the Company.

 

2.  Establish and maintain a system which will ensure that recommendations by Agency representatives to customers will be reviewed by Agency’s affiliated broker-dealer, to achieve compliance with all applicable
laws.

 

3.  Establish and maintain procedures for capturing customer information which is required for making a suitability determination in accordance with all applicable laws, and for assuring Agency’s compliance with all
applicable laws.

 

4.  Maintain accurate records and conduct periodic reviews of its records to verify that Agency is in compliance with all applicable laws, and provide such records to Company upon written request.
 

5.  Submit to Company a certification signed by an officer of the Agency, upon written request, which certifies that Agency has a reasonable basis to believe that it is in compliance with its policies and procedures and
with all applicable laws.

 

6.  Company shall have the right at its expense, upon reasonable notice to Agency, to audit Agency records and practices in order to determine whether the Agency is in compliance with its policies and procedures and
with all applicable laws.

 



 

Compensation

1.  Compensation will be paid in accordance with the most current Schedule(s) in effect at the time the business is approved by the Company. The right to receive compensation is conditioned on Agency’s satisfactory
service to customers and on Agency’s continuing status as servicing agency, as determined by the Company.

 

2.  The Company may establish a reasonable minimum amount for compensation payments. If the amount due is less than such sum, the balance will be carried forward to the next payment date until the minimum
amount is reached.

 

3.  Undistributed compensation in the hands of Company and its affiliates may be applied at any time to and as an offset on any due and unpaid obligations of Agency to Company and its affiliates. If compensation
owed by Agency to Company exceeds compensation payable to Agency, then Agency will immediately repay Company compensation owed to Company.

 

4.  Neither this Agreement, nor any of the benefits to accrue hereunder, shall be assigned or transferred, either in whole or in part, without prior written consent of the Company with the exception of an assignment or
transfer resulting by (a) a consolidation or merger of the Agency or their parent corporation into or with any other entity where the Agency or their parent corporation, or any entity controlled by the Agency or their
parent coporation is the surviving entity; or (b) a sale, transfer or other disposition of all, or substantially all, of the assets of Agency or their parent corporation, in a single transaction or series of related
transactions, to any person or entity, or group of related persons or entities, controlled by the Agency or their parent corporation, or any entity controlled by the Agency or their parent corporation.

 

5.  Company at any time, by written notice to Agency may change the compensation allowed under this Agreement as to new business effective on or after the date of such notice.
 

6.  If Company returns any portion of the premiums on a policy previously issued, Agency will pay to Company the compensation previously received with respect to the returned premiums. In addition, Agency will
refund to Company compensation on canceled insurance, and on reductions in premiums, at the same rate as those on which compensation was originally received.

Termination

1.  Commissions, sales fees, service fees and any other compensation payable after this Agreement has been terminated shall be as specified in the applicable schedules, subject to any offset on any due and unpaid
obligation to the Company and affiliates. Payment of any compensation will be subject to all terms and conditions of the most current Schedule(s) in effect, regardless of whether such schedule(s) was part of the
Agreement at the time of termination.

 

2.  This Agreement shall terminate immediately and the Agency shall forfeit any and all compensation accruing hereunder, if any of the following acts are committed by the Agency representatives:

 a.  Withholding any property belonging to the Company after demand for its relinquishment has been made by the Company;
 

 b.  Willfully misappropriating funds belonging to the Company;
 

 c.  Committing any other fraudulent act against the Company or its policyholders;
 

 d.  Doing any act which results in having the required license to act as an insurance agent or broker canceled by any state insurance department;
 

 e.  Encouraging Company customers to replace their Company products through systematic campaigns of replacement evidenced by written memoranda, instructions, sales guides, or incentive compensation
designed to encourage such replacement; and

 

 f.  Making any representation or doing any act injuring the business or reputation of the Company.

THE FAILURE OF THE COMPANY TO ENFORCE ANY PROVISION OF THIS AGREEMENT SHALL NOT CONSTITUTE A
WAIVER BY THE COMPANY OF ANY SUCH PROVISION. THE PAST WAIVER OF A PROVISION BY THE COMPANY SHALL NOT CONSTITUTE A COURSE OF CONDUCT OR A WAIVER IN

THE FUTURE OF THAT SAME PROVISION.
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Amended and Restated
March 4, 2011

Symetra Financial Corporation Equity Plan

1.  PURPOSE
 

  The purpose of the Symetra Financial Corporation Equity Plan (the “Plan”) is to advance the interests of Symetra Financial Corporation (the “Company”) and its stockholders by providing long-term incentives to
certain employees, directors and consultants of the Company and its subsidiaries.

 

2.  ADMINISTRATION
 

  The Plan shall be administered by the Compensation Committee (the “Committee”) of the Board of Directors (the “Board”) of the Company; provided that, following the initial public offering of the Company’
common shares (the “IPO”), each member of the Committee shall qualify as (a) a “non-employee director” under Rule 16b-3 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), (b) an
“outside director” under Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”), and (c) otherwise meets the independence requirements of the New York Stock Exchange (the “NYSE”). In
the event that, following the IPO, any member of the Committee does not so qualify, the Plan shall, to the extent practicable, be administered by a sub-committee of Committee members who do so qualify. If it is
later determined that one or more members of the Committee do not so qualify, actions taken by the Committee prior to such determination shall be valid despite such failure to qualify.

 

  The Committee shall have exclusive authority to select the employees, directors and consultants to be granted awards under the Plan (“Awards”), to determine the type, size and terms of the Awards and to prescribe
the form of the instruments embodying Awards. With respect to Awards made to directors and consultants, the Committee shall, and with respect to employees may, specify the terms and conditions applicable to
such Awards in an Award agreement (each, an “Award Agreement”). The Committee is hereby authorized to interpret the Plan, Award Agreements and the Awards granted under the Plan, to establish, amend and
rescind any rules and regulations relating to the Plan and to make any other determinations which it believes necessary or advisable for the administration of the Plan. In connection with any Award, the Committee
in its sole discretion may provide for vesting provisions that are different from the default vesting provisions that are contained in the Plan and such alternative provisions shall not be deemed to conflict with the
Plan. The Committee may correct any defect or supply any omission or reconcile any inconsistency in the Plan or in any Award or Award Agreement in the manner and to the extent the Committee deems desirable
to carry it into effect. Any decision of the Committee in the administration of the Plan, as described herein, shall be final and conclusive. The Committee may act only by a majority of its members, except that the
members thereof may authorize any one or more of their number or any officer of the Company to execute and deliver documents on behalf of the Committee. No member of the Committee shall be liable for
anything done or omitted to

 



 

  be done by him or her or by any other member of the Committee in connection with the Plan, except for his or her own willful misconduct or as expressly provided by statute.

  The Committee may delegate, on such terms and conditions as it determines in its sole and plenary discretion, to one or more executive officers of the Company the authority to make grants of Awards to officers
(other than executive officers), employees and consultants of the Company and its affiliates (including any prospective officer, employee or consultant) and all necessary and appropriate decisions and
determinations with respect thereto.

3.  PARTICIPATING SUBSIDIARIES
 

  If a subsidiary of the Company wishes to participate in the Plan and its participation shall have been approved by the Board, the Board of Directors of the subsidiary (the “Subsidiary Board”) shall adopt a resolution
in form and substance satisfactory to the Committee authorizing participation by the subsidiary in the Plan. As used herein, “subsidiary” shall mean a “subsidiary corporation” as defined in Section 424(f) of the
Code.

 

  A subsidiary may cease to participate in the Plan at any time by action of the Board or by action of the Subsidiary Board, which latter action shall be effective not earlier than the date of delivery to the Secretary of
the Company of a certified copy of a resolution of the Subsidiary Board taking such action. Termination of participation in the Plan shall not relieve a subsidiary of any obligations theretofore incurred by it under
the Plan.

 

4.  AWARDS

 (a)  Eligible Participants. Any employee, director or consultant of the Company or any of its subsidiaries is eligible to receive an Award hereunder. The Committee shall select which eligible employees,
directors or consultants shall be granted Awards hereunder. No employee, director or consultant shall have a right to receive an Award hereunder and the grant of an Award to an employee, director or
consultant shall not obligate the Committee to continue to grant Awards to such employee, director or consultant in subsequent periods or to grant Awards to any other person at any time.

 

 (b)  Type of Awards. Awards shall be limited to the following seven types: (i) “Stock Options,” (ii) “Stock Appreciation Rights,” (iii) “Restricted Stock,” (iv) “Restricted Stock Units,” (v) “Performance
Shares,” (vi) “Performance Units” and (vii) other stock-based awards.

 

 (c)  Maximum Number of Shares That May Be Issued. A maximum of seven million, eight hundred and thirty thousand (7,830,000)1 shares of common stock of the Company, $0.01 par value (“Shares”),
may be issued by the Company in satisfaction of its obligations with respect to Award grants. The maximum aggregate number of Shares with respect to which Awards may be issued to any participant in
any fiscal year of the Company is one million five hundred

 

1  Increased from 900,000 to reflect the Company’s stock dividend effective October 26, 2007.

-2-



 

   thousand (1,500,000)2, subject to adjustment as provided in Section 17. For purposes of the foregoing, the exercise of a Stock Appreciation Right shall constitute the issuance of Shares equal to the Shares
delivered under such Stock Appreciation Right. If any Shares issued as Restricted Stock shall be repurchased pursuant to the Company’s option described in Section 6 below, or if any Shares issued under
the Plan shall be reacquired pursuant to restrictions imposed at the time of issuance or pursuant to the satisfaction of tax withholding or related obligations, such Shares may again be issued under the Plan.

 (d)  Rights With Respect to Shares.

 (i)  A participant to whom Restricted Stock has been issued shall have, prior to the expiration of the Restricted Period or the earlier repurchase of such Shares as herein provided, ownership of such
Shares, including the right to vote the same and to receive dividends thereon, subject, however, to the options, restrictions and limitations imposed thereon pursuant hereto.

 

 (ii)  A participant to whom Stock Options, Stock Appreciation Rights, Restricted Stock Units, Performance Shares or Performance Units are granted (and any person succeeding to such participant’s
rights pursuant to the Plan) shall have no rights as a shareholder with respect to any Shares issuable pursuant thereto until the date of the issuance of a stock certificate (whether or not delivered)
therefor. Except as provided in Section 17, no adjustment shall be made for dividends, distributions or other rights (whether ordinary or extraordinary, and whether in cash, securities or other
property) the record date for which is prior to the date such stock certificate is issued.

 

 (iii)  The Company, in its discretion, may hold custody during the Restricted Period of any Shares of Restricted Stock.

5.  STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

 (a)  Stock Options, which include “Incentive Stock Options” and other stock options or combinations thereof, are rights to purchase shares of Common Stock of the Company. A Stock Appreciation Right is an
unfunded and unsecured promise to deliver Shares, cash, other securities, other Awards or other property equal in value to the excess, if any, of the Fair Market Value per Share over the exercise price per
Share of the Stock Appreciation Right, subject to the terms of the applicable Award Agreement. The maximum number of Shares with respect to which Incentive Stock Options may be issued to a
participant in one year is, four hundred and thirty-five thousand (435,000)3 subject to adjustment pursuant to Section 17. Each Stock Option shall comply with the following terms and conditions:

 

2  Increased from 1,325,000 by action of the Board March 4, 2011. Previously increased from 435,000 by action of the Board August 11, 2010, and from 50,000 to reflect the Company’s stock dividend effective
October 26, 2007.

 

3  Increased from 50,000 to reflect the Company’s Stock dividend effective October 26, 2007.

-3-



 

 (i)  The Committee shall determine the participants to whom Stock Options shall be granted, the number of shares to be covered by each Stock Option, whether the Stock Option will be an Incentive
Stock Option and the conditions and limitations applicable to the vesting and exercise of the Option. Unless otherwise set forth in the applicable Award Agreement, the per share exercise price
shall not be less than the greater of (i) the Fair Market Value per Share at the time of grant and (ii) the par value per Share. However, the exercise price of an Incentive Stock Option granted to a
participant who owns stock representing more than ten percent (10%) of the voting power of all classes of stock of the Company or of a subsidiary (a “Ten Percent Participant”) shall not be less
than 110% of the greatest of (i) the Fair Market Value per share at the time of grant, and (ii) the par value per Share.

 

 (ii)  The Stock Option shall not be transferable by the optionee otherwise than by will or the laws of descent and distribution, and shall be exercisable during such optionee’s lifetime only by such
optionee, unless otherwise set forth in the applicable Award Agreement.

 

 (iii)  The Stock Option shall not be exercisable unless payment in full is made for the Shares being acquired thereunder at the time of exercise (including any Federal, state or local income or other taxes
which the Committee determines are required to be withheld in respect of such Shares), and such payment shall be made in United States dollars by cash or check or, if permitted by the
Committee, (A) by tendering to the Company Shares owned by the person exercising the Stock Option and having an aggregate Fair Market Value equal to the aggregate cash exercise price
thereof, (B) if there shall be a public market for the Shares at such time, subject to such rules as may be established by the Committee, through delivery of irrevocable instructions to a broker to
sell a number of Shares otherwise deliverable upon the exercise of the Stock Option and to deliver promptly to the Company an amount equal to the aggregate exercise price, or (C) by a
combination of United States dollars and Shares pursuant to (A) and/or (B) above.

 

 (iv)  The aggregate Fair Market Value of Shares (determined at the time of grant of the Stock Option pursuant to Section 5(a)(i) of the Plan) with respect to which Incentive Stock Options granted to
any participant under the Plan are exercisable for the first time by such participant during any calendar year may not exceed the maximum amount permitted under Section 422(d) of the Code at
the time of the Award grant. In the event this limitation would be exceeded in any year, the optionee may elect either (i) to defer to a succeeding year the date on which some or all of such
Incentive Stock Options would first become exercisable (but no longer than the term specified in Section 5(c)(i) herein) or (ii) to convert some or all of such Incentive Stock Options into non-
qualified Stock Options.
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 (b)  Each Stock Appreciation Right shall comply with the following terms and conditions:

 (i)  The Committee shall determine the participants to whom Stock Appreciation Rights shall be granted, the number of shares to be covered by each Stock Appreciation Right and the conditions and
limitations applicable to the vesting and exercise of the Stock Appreciation Right. Unless otherwise set forth in the applicable Award Agreement, the per share exercise price shall not be less than
the greater of (i) the Fair Market Value per Share at the time of grant and (ii) the par value per Share.

 

 (ii)  The Stock Appreciation Right shall not be transferable by the awardee otherwise than by will or the laws of descent and distribution, and shall be exercisable during such awardee’s lifetime only
by such awardee, unless otherwise set forth in the applicable Award Agreement.

 

 (iii)  A Stock Appreciation Right shall entitle the Participant to receive an amount equal to the excess, if any, of the Fair Market Value of a Share on the date of exercise of the Stock Appreciation Right
over the exercise price thereof. The Committee shall determine, in its sole and plenary discretion, whether a Stock Appreciation Right shall be settled in cash, Shares, other securities, other
Awards, other property or a combination of any of the foregoing.

 

 (iv)  No fractional Shares shall be delivered under this Section 5(b), but in lieu thereof a cash adjustment may be made as determined by the Committee.

 (c)  Each Stock Option or Stock Appreciation Right shall not be exercisable:

 (i)  after the expiration of ten years from the date it is granted (or such earlier date specified in the grant of the Stock Option or Stock Appreciation Right or applicable Award Agreement) and may be
exercised during such period only at such time or times as the Committee may establish; or

 (ii)  unless otherwise set forth in the applicable Award Agreement, by participants who were employees of the Company or one of its subsidiaries at the time of the grant of the Stock Option or Stock
Appreciation Right unless such participant has been, at all times during the period beginning with the date of grant of the Stock Option or Stock Appreciation Right and ending on the date three
months prior to such exercise, an officer or employee of the Company or any of its subsidiaries, or of a corporation, or a parent or subsidiary of a corporation, issuing or assuming the Stock Option
or Stock Appreciation Right in a transaction to which Section 424(a) of the Code is applicable, except that:

 (A)  unless otherwise set forth in the applicable Award Agreement, if such person shall cease to be an officer or employee of the Company or one of its subsidiaries solely by reason of a period
of Related Employment (as defined in Section 12), he or she may,
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   during such period of Related Employment (but in no event after the Stock Option or Stock Appreciation Right has expired under the provisions of Section 5(c)(i) hereof), exercise such
Stock Option or Stock Appreciation Right as if he or she continued to be such an officer or employee; or

 (B)  unless otherwise set forth in the applicable Award Agreement, if an optionee shall become Disabled (as defined in Section 10) he or she may, at any time within three years of the date he
or she becomes disabled (but in no event after the Stock Option or Stock Appreciation Right has expired under the provisions of Section 5(c)(i) hereof), exercise the Stock Option or Stock
Appreciation Right with respect to (i) any Shares as to which he or she could have exercised the Stock Option or Stock Appreciation Right on the date he or she became disabled and (ii) if
the Stock Option or Stock Appreciation Right is not fully exercisable on the date he or she becomes disabled, the number of additional Shares as to which the Stock Option or Stock
Appreciation Right would have become exercisable had he or she remained an employee through the next date on which additional Shares were scheduled to become exercisable under the
Stock Option or Stock Appreciation Right; or

 

 (C)  unless otherwise set forth in the applicable Award Agreement, if an optionee shall die while holding a Stock Option or Stock Appreciation Right, his executors, administrators, heirs or
distributees, as the case may be, at any time within one year after the date of such death (but in no event after the Stock Option or Stock Appreciation Right has expired under the
provisions of Section 5(c)(i) hereof), may exercise the Stock Option or Stock Appreciation Right with respect to any Shares as to which the decedent could have exercised the Stock
Option or Stock Appreciation Right at the time of his or her death, and if the Stock Option or Stock Appreciation Right is not fully exercisable on the date of his or her death, the number
of additional Shares as to which the Stock Option or Stock Appreciation Right would have become exercisable had he or she remained an employee through the next date on which
additional Shares were scheduled to become exercisable under the Stock Option or Stock Appreciation Right; provided, however, that if death occurs during the three-year period
following a Disability as described in Section 5(c)(ii)(B) hereof or any period following a voluntary termination (including retirement) in respect of which the Committee has exercised its
discretion to grant continuing exercise rights as provided in Section 5(c)(ii)(D) hereof, the Stock Option or Stock Appreciation Right shall not become exercisable as to any Shares in
addition to those as to which the decedent could have
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   exercised the Stock Option or Stock Appreciation Right at the time of his or her death; or

 (D)  unless otherwise set forth in the applicable Award Agreement, if such person shall voluntarily terminate his or her employment with the Company (including retirement), the Committee,
in its sole discretion, may determine that such optionee may exercise the Stock Option or Stock Appreciation Right with respect to some or all of the Shares subject to the Stock Option or
Stock Appreciation Right as to which it would not otherwise be exercisable on the date of his or her voluntary termination provided, however, that in no event may such exercise take
place after the Stock Option or Stock Appreciation Right has expired under the provisions of Section 5(c)(i) hereof.

 (E)  notwithstanding anything herein to the contrary and subject to Section 13, unless otherwise set forth in the applicable Award Agreement, in the event a Change in Control (as defined in
Section 13(a)) occurs and within 12 months thereafter: (A) there is a Termination Without Cause (as defined in Section 14) of an optionee’s or awardee’s employment or (B) there is a
Constructive Termination (as defined in Section 15) of an optionee’s or awardee’s employment (any such Termination Without Cause or Constructive Termination, a “Trigger Event”), the
optionee or awardee may exercise the entire Stock Option or Stock Appreciation Right at any time within 30 days following such Trigger Event (but in no event after the Stock Option or
Stock Appreciation Right has expired under the provisions of Sections 5(c)(i)).

6.  RESTRICTED STOCK
 

  Each Award of Restricted Stock shall comply with the following terms and conditions, unless otherwise set forth in the applicable Award Agreement:

 (a)  The Committee shall determine the number of Shares to be issued to a participant pursuant to the Award.
 

 (b)  Shares issued may not be sold, assigned, transferred, pledged, hypothecated or otherwise disposed of, except by will or the laws of descent and distribution, for such period from the date on which the
Award is granted as the Committee shall determine (the “Restricted Period”). The Company shall have the option to repurchase the Shares subject to the Award at such price as the Committee shall have
fixed (including zero consideration), in its sole discretion, when the Award was made, which option will be exercisable on such terms, in such manner and during such period as shall be determined by the
Committee when the Award is made (which may include, for illustration, the participant’s cessation of continuous employment or the failure to satisfy performance conditions). Certificates for Shares
issued pursuant to Restricted Stock Awards shall bear an
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   appropriate legend referring to the foregoing option and other restrictions. Any attempt to dispose of any such Shares in contravention of the foregoing option and other restrictions shall be null and void
and without effect. If Shares issued pursuant to a Restricted Stock Award shall be repurchased pursuant to the option described above, the participant to whom the Award was granted, or in the event of his
or her death after such option became exercisable, his or her executor or administrator, shall forthwith deliver to the Secretary of the Company any certificates for the Shares awarded to the participant,
accompanied by such instruments of transfer, if any, as may reasonably be required by the Secretary of the Company. If the option described above is not exercised by the Company, such option and the
restriction imposed pursuant to the first sentence of this Section 6(b) shall terminate and be of no further force and effect.

 (c)  Unless otherwise set forth in the applicable Award Agreement, if a participant who has been in the continuous employment of the Company or of a subsidiary shall:

 (i)  die or become Disabled during the Restricted Period, the option of the Company to repurchase (and any and all other restrictions on) a pro rata portion of the Shares awarded to such participant
under such Award shall lapse and cease to be effective as of the date on which his or her death or disability occurs which shall be determined as follows: (A) the number of Shares awarded under
the Award multiplied by (B) a percentage, the numerator of which is equal to the number of months elapsed in the Restricted Period as of the date of death or disability (counting the month in
which the death or disability occurred as a full month) and the denominator of which is equal to the number of months in the Restricted Period; or

 

 (ii)  voluntarily terminate his or her employment with the Company (including retirement) during the Restricted Period, the Committee may determine that all or any portion of the option to repurchase
and any and all other restrictions on some or all of the Shares awarded to him or her under such Award, if such option and other restrictions are still in effect, shall lapse and cease to be effective as
the date on which such voluntary termination or retirement occurs.

 (d)  Unless otherwise set forth in the applicable Award Agreement, in the event within 12 months after a Change in Control and during the Restricted Period there is a Trigger Event, then the option to
repurchase (and any and all other restrictions on) all Shares awarded to the participant under his or her Restricted Stock Award shall lapse and cease to be effective as of the date on which such Trigger
Event occurs.

7.  RESTRICTED STOCK UNITS
 

  The grant of a Restricted Stock Unit Award to a participant will entitle him or her to receive, without payment to the Company, an amount equal to the number of Shares underlying such Restricted Stock Unit
Award multiplied by the Fair Market Value of a
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  Share on the date of vesting of the Restricted Stock Unit Award, if the terms and conditions specified herein and in the Award are satisfied. Payment in respect of a Restricted Stock Unit Award shall be made as
provided in Section 7(e). Each Restricted Stock Unit Award shall be subject to the following terms and conditions:

 (a)  The Committee shall determine the number of Shares underlying the Restricted Stock Units to be granted to a participant.
 

 (b)  Restricted Stock Unit Awards shall be subject to the vesting schedule determined by the Committee and set forth in the applicable Award Agreement. Payment in respect of a vested Restricted Stock Unit
may be made in cash, stock or any combination thereof, as specified in the applicable Award Agreement.

 

 (c)  Except as otherwise determined by the Committee or in an Award Agreement, Restricted Stock Units shall be cancelled if the participant’s continuous employment with the Company or any of its
subsidiaries shall terminate for any reason prior to the vesting of the Restricted Stock Units, except solely by reason of a period of Related Employment, and except as otherwise specified in this Section
7(c) or in Section 7(d). Notwithstanding the foregoing, unless otherwise set forth in the applicable Award Agreement, if an employee participant shall:

 (i)  while in such employment, die or become Disabled prior to the vesting of the Restricted Stock Units, such Restricted Stock Units shall be immediately canceled and the participant, or the
participant’s legal representative, as the case may be, shall receive a payment in respect of such canceled Restricted Stock Units equal to the product of (A)(i) the number of Shares underlying such
Restricted Stock Units multiplied by (ii) a fraction, the numerator of which is equal to the number of full or partial months within the period commencing on the grant date of such Restricted Stock
Units and such death or Disability (including, for this purpose, the month in which the death or Disability occurs), and the denominator of which is equal to the total number of months from the
grant date to the date when such Restricted Stock Units were intended to vest; or

 

 (ii)  retire with the approval of the Committee in its sole discretion prior to the vesting of the Restricted Stock Units, the Restricted Stock Units shall be immediately canceled; provided that the
Committee in its sole discretion may determine to make a payment to the participant in respect of some or all of such canceled Restricted Stock Units.

 (d)  Unless otherwise set forth in the applicable Award Agreement, if within 12 months after a Change in Control there is a Trigger Event, then with respect to Restricted Stock Unit Awards that were
outstanding on the date of the Trigger Event (each, an “Applicable Award”), each such Applicable Award shall be immediately canceled and, in respect thereof, such participant shall be entitled to receive a
cash payment equal to the product of (A) the number of Shares underlying such Applicable Awards and (B) the Fair Market Value of a Share on the date the applicable Trigger Event occurs.

-9-



 

 (e)  Unless payment is deferred in accordance with an election made by the participant in accordance with procedures adopted by the Company in its sole discretion (if any), payment of any amount in respect
of any Restricted Stock Units shall be made by the Company no later than 60 days after the end of the calendar year in which such Restricted Stock Units vest or become payable.

8.  PERFORMANCE SHARES
 

  The grant of a Performance Share Award to a participant will entitle such participant to receive, without payment to the Company, all or part of the value (the “Actual Value”) of a specified number of hypothetical
Shares (“Performance Shares”) determined by the Committee, if the terms and conditions specified herein and in the Award are satisfied. Payment in respect of a Performance Share Award shall be made as
provided in Section 8(h). Each Performance Share Award shall be subject to the following terms and conditions:

 (a)  The Committee shall determine the target number of Performance Shares to be granted to a participant. Performance Share Awards may be granted in different classes or series having different terms and
conditions.

 

 (b)  The Actual Value of a Performance Share Award shall be the product of (i) the target number of Performance Shares subject to the Performance Share Award, (ii) the Performance Percentage (as
determined below) applicable to the Performance Share Award and (iii) the Fair Market Value of a Share on the date the Award is paid or becomes payable to the participant. The “Performance Percentage”
applicable to a Performance Share Award shall be a percentage of no less than 0% and no more than 200%, which percentage shall be determined by the Committee based upon the extent to which the
Performance Objectives (as determined below) established for such Award are achieved during the Award Period (as defined below). The method for determining the applicable Performance Percentage
shall also be established by the Committee.

 

 (c)  At the time each Performance Share Award is granted, the Committee shall establish performance objectives (“Performance Objectives”) to be attained within the Award Period as the means of determining
the Performance Percentage applicable to such Award. The Performance Objectives shall be approved by the Committee (i) while the outcome for that Award Period is substantially uncertain and (ii) no
more than 90 days after the commencement of the Award Period to which the Performance Objective relates or, if less than 90 days, the number of days which is equal to 25 percent of the relevant Award
Period. The Performance Objectives established with respect to a Performance Share Award shall be specific performance targets established by the Committee with respect to one or more of the following
criteria selected by the Committee: (i) consolidated earnings before or after taxes (including earnings before interest, taxes, depreciation and amortization); (ii) net income; (iii) operating income;
(iv) earnings per Share; (v) book value per Share; (vi) return on stockholders’ equity; (vii) expense management; (viii) return on investment; (ix) improvements in capital structure; (x) share price;
(xi) combined ratio; (xii) operating ratio; (xiii) profitability of an identifiable business unit or product; (xiv) maintenance or
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   improvement of profit margins; (xv) market share; (xvi) revenues or sales; (xvii) costs; (xviii) cash flow; (xix) working capital; (xx) return on assets; (xxi) customer satisfaction; (xxii) employee
satisfaction; (xxiii) economic value per Share, (xxiv) underwriting return on capital and (xxv) underwriting return on equity. The foregoing criteria may relate to the Company, one or more of its
subsidiaries or one or more of its divisions, units, partnerships, joint ventures or minority investments, product lines or products or any combination of the foregoing, and may be applied on an absolute
basis and/or be relative to one or more peer group companies or indices, or any combination thereof, all as the Committee shall determine. In addition, to the degree consistent with Section 162(m) of the
Code (or any successor section thereto), the Performance Objectives may be calculated without regard to extraordinary items.

 (d)  The award period (the “Award Period”) in respect of any grant of a Performance Share Award shall be such period as the Committee shall determine commencing as of the beginning of the fiscal year of
the Company in which such grant is made. An Award Period may contain a number of performance periods; each performance period shall commence on or after the first day of the Award Period and shall
end no later than the last day of the Award Period. If the Committee does not specify in a Performance Share Award agreement or elsewhere the performance periods contained in an Award Period, each 12-
month period beginning with the first day of such Award Period shall be deemed to be a performance period.

 

 (e)  Except as otherwise determined by the Committee or in an Award Agreement, Performance Shares shall be canceled if the participant’s continuous employment with the Company or any of its subsidiaries
shall terminate for any reason prior to the end of the Award Period, except by reason of a period of Related Employment as defined in Section 11, and except as otherwise specified in this Section 8(e) or in
Section 8(f). Notwithstanding the foregoing, unless otherwise set forth in the applicable Award Agreement, if an employee participant shall:

 (i)  while in such employment, die or become Disabled prior to the end of an Award Period, the Performance Share Award for such Award Period shall be immediately canceled and he or she, or his or
her legal representative, as the case may be, shall receive a payment in respect of such canceled Performance Share Award equal to the product of (A)(i) the target number of Performance Shares
for such Award multiplied by (ii) a fraction, the numerator of which is equal to the number of full or partial months within the Award Period during which employee was continuously employed by
the Company or its subsidiaries (including, for this purpose, the month in which the death or Disability occurs), and the denominator of which is equal to the total number of months within such
Award Period, multiplied by (B) the Fair Market Value of a Share on the last day of the performance period in which the death or Disability occurred, multiplied by (C) the Performance Percentage
determined by the Board to have been achieved through the end of the performance period in which the death or Disability occurred (but which in no event shall be less than 50%); or
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 (ii)  retire with the approval of the Committee in its sole discretion prior to the end of the Award Period, the Performance Share Award for such Award Period shall be immediately canceled; provided
that the Committee in its sole discretion may determine to make a payment to the participant in respect of some or all of such canceled Performance Share Award.

 (f)  Unless otherwise set forth in the applicable Award Agreement, if within 12 months after a Change in Control there is a Trigger Event, then with respect to Performance Share Awards that were outstanding
on the date of the Trigger Event (each, an “Applicable Award”), each such Applicable Award shall be immediately canceled and, in respect thereof, such participant shall be entitled to receive a payment
equal to the product of (A) (i) the target number of Performance Shares for such Applicable Award multiplied by (ii) a fraction, the numerator of which is equal to the number of full months within the
Award Period during which the participant was continuously employed by the Company or its subsidiaries, and the denominator of which is equal to the total number of months within such Award Period,
multiplied by (B) the Fair Market Value of a Share on the date the applicable Trigger Event occurs, multiplied by (C) a Performance Percentage equal to 100%. Unless otherwise set forth in the applicable
Award Agreement, if following a Change in Control, a Participant’s employment remains continuous through the end of an Award Period, then the Participant shall be paid with respect to such Awards for
which he would have been paid had there not been a Change in Control and the Actual Value shall be determined in accordance with Section 8(g) below.

 

 (g)  Except as otherwise provided in Section 8(f), as soon as practicable after the end of the Award Period or such earlier date as the Committee in its sole discretion may designate, the Committee shall
(i) determine, based on the extent to which the applicable Performance Objectives have been achieved, the Performance Percentage applicable to an Award of Performance Shares, (ii) calculate the Actual
Value of the Performance Share Award and (iii) shall certify the foregoing to the Board. The Committee shall cause an amount equal to the Actual Value of the Performance Shares earned by the participant
to be paid to him or his beneficiary. The Committee shall determine, in its sole and plenary discretion, whether Performance Shares shall be settled in cash, Shares, other securities, other Awards, other
property or a combination of any of the foregoing.

 

 (h)  Unless payment is deferred in accordance with an election made by the participant in accordance with procedures adopted by the Company in its sole discretion (if any), payment of any amount in respect
of any Performance Shares shall be made by the Company no later than 60 days after the end of the calendar year in which such Performance Shares are earned.

9.  PERFORMANCE UNITS
 

  The grant of a Performance Unit Award to a participant will entitle such participant to receive, without payment to the Company, all or part of a specified amount (the “Earned Value”) determined by the Committee,
if the terms and conditions specified herein and in the Award are satisfied. Payment in respect of a Performance Unit Award shall be made
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  as provided in Section 9(h). Each Performance Unit Award shall be subject to the following terms and conditions:

 (a)  The Committee shall determine the target number of Performance Units to be granted to a participant. The maximum Earned Value that may be earned by a participant for Performance Units for any single
Award Period of one year or longer shall not exceed $25,000,000. Performance Unit Awards may be granted in different classes or series having different terms and conditions.

 

 (b)  The Earned Value of an Award of Performance Units shall be the product of (i) the target number of Performance Units subject to the Performance Unit Award, (ii) the Performance Percentage (as
determined below) applicable to the Performance Unit Award and (iii) the Value (as defined below) of a Performance Unit on the date the Award is paid or becomes payable to the employee. The
“Performance Percentage” applicable to a Performance Unit Award shall be a percentage of no less than 0% and no more than 200%, which percentage shall be determined by the Committee based upon
the extent to which the Performance Objectives (as determined below) established for such Award are achieved during the Award Period (as defined below). The method for determining the applicable
Performance Percentage shall also be established by the Committee. The “Value” of a Performance Unit shall be a fixed dollar value (or a dollar value determined pursuant to a formula or similar process)
specified by the Committee and set forth in the applicable Award Agreement.

 

 (c)  At the time each Performance Unit Award is granted the Committee shall establish performance objectives (“Performance Objectives”) to be attained within the Award Period as the means of determining
the Performance Percentage applicable to such Award. The Performance Objectives shall be approved by the Committee (i) while the outcome for that Award Period is substantially uncertain and (ii) no
more than 90 days after the commencement of the performance period to which the performance objective relates or, if less than 90 days, the number of days which is equal to 25 percent of the relevant
performance period. The Performance Objectives established with respect to a Performance Unit Awards shall be specific performance targets established by the Committee with respect to one or more of
the following criteria selected by the Committee: (i) consolidated earnings before or after taxes (including earnings before interest, taxes, depreciation and amortization); (ii) net income; (iii) operating
income; (iv) earnings per Share; (v) book value per Share; (vi) return on stockholders’ equity; (vii) expense management; (viii) return on investment; (ix) improvements in capital structure; (x) share price;
(xi) combined ratio; (xii) operating ratio; (xiii) profitability of an identifiable business unit or product; (xiv) maintenance or improvement of profit margins; (xv) market share; (xvi) revenues or sales; (xvii)
costs; (xviii) cash flow; (xix) working capital; (xx) return on assets; (xxi) customer satisfaction; (xxii) employee satisfaction; (xxiii) economic value per Share, (xxiv) underwriting return on capital and
(xxv) underwriting return on equity. The foregoing criteria may relate to the Company, one or more of its subsidiaries or one or more of its divisions, units, partnerships, joint ventures or minority
investments, product lines or products or any combination of the foregoing, and may be applied on an absolute basis and/or be relative to one or
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   more peer group companies or indices, or any combination thereof, all as the Committee shall determine. In addition, to the degree consistent with Section 162(m) of the Code (or any successor section
thereto), the Performance Objectives may be calculated without regard to extraordinary items.

 (d)  The award period (the “Award Period”) in respect of any grant of a Performance Unit Award shall be such period as the Committee shall determine commencing as of the beginning of the fiscal year of the
Company in which such grant is made. An Award Period may contain a number of performance periods; each performance period shall commence on or after the first day of the Award Period and shall end
no later than the last day of the Award Period. If the Committee does not specify in a Performance Unit Award Agreement or elsewhere the performance periods contained in an Award Period, each 12-
month period beginning with the first day of such Award Period shall be deemed to be a performance period.

 

 (e)  Except as otherwise determined by the Committee or in an Award Agreement, Performance Units shall be cancelled if the participant’s continuous employment with the Company or any of its subsidiaries
shall terminate for any reason prior to the end of the Award Period, except solely by reason of a period of Related Employment, and except as otherwise specified in this Section 9(e) or in Section 9(f).
Notwithstanding the foregoing, unless otherwise set forth in the applicable Award Agreement, if an employee participant shall:

 (i)  while in such employment, die or become Disabled prior to the end of an Award Period, the Performance Unit Award for such Award Period shall be immediately canceled and the participant, or
his or her legal representative, as the case may be, shall receive a payment in respect of such canceled Performance Unit Award equal to the product of (A)(i) the target number of Performance
Units for such Award multiplied by (ii) a fraction, the numerator of which is equal to the number of full or partial months within the Award Period during which employee was continuously
employed by the Company or its subsidiaries (including, for this purpose, the month in which the death or disability occurs), and the denominator of which is equal to the total number of months
within such Award Period, multiplied by (B) the value of a Performance Unit on the last day of the performance period in which the death or disability occurred, multiplied by (C) the Performance
Percentage determined by the Board to have been achieved through the end of the performance period in which the death or disability occurred; or

 

 (ii)  retire with the approval of the Committee in its sole discretion prior to the end of the Award Period, the Performance Unit Award for such Award Period shall be immediately canceled; provided
that the Committee in its sole discretion may determine to make a payment to the participant in respect of some or all of such canceled Performance Unit Award.

 (f)  Unless otherwise set forth in the applicable Award Agreement, if within 12 months after a Change in Control there is a Trigger Event, then with respect to
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   Performance Unit Awards that were outstanding on the date of the Trigger Event (each, an “Applicable Award”), each such Applicable Award shall be immediately canceled and, in respect thereof, such
participant shall be entitled to receive a payment equal to the product of (A) (i) the target number of Performance Units for such Applicable Award multiplied by (ii) a fraction, the numerator of which is
equal to the number of full months within the Award Period during which the participant was continuously employed by the Company or its subsidiaries, and the denominator of which is equal to the total
number of months within such Award Period, multiplied by (B) the Value of a Performance Unit on the date the applicable Trigger Event occurs, multiplied by (C) a Performance Percentage equal to
100%. If following a Change in Control, unless otherwise set forth in the applicable Award Agreement, a Participant’s employment remains continuous through the end of an Award Period, then the
Participant shall be paid with respect to such Awards for which he or she would have been paid had there not been a Change in Control and the Earned Value shall be determined in accordance with Section
9(g) below.

 (g)  Except as otherwise provided in Section 9(f), as soon as practicable after the end of the Award Period or such earlier date as the Committee in its sole discretion may designate, the Committee shall
(i) determine, based on the extent to which the applicable Performance Objectives have been achieved, the Performance Percentage applicable to an Award of Performance Units, (ii) calculate the Earned
Value of the Performance Unit Award and (iii) shall certify all of the foregoing to the Board of Directors. The Committee shall cause an amount equal to the Earned Value of the Performance Units earned
by the participant to be paid to him or her or his or her beneficiary. The Committee shall determine, in its sole and plenary discretion, whether a Performance Unit shall be settled in cash, Shares, other
securities, other Awards, other property or a combination of any of the foregoing.

 

 (h)  Unless payment is deferred in accordance with an election made by the participant in accordance with procedures adopted by the Company in its sole discretion (if any), payment of any amount in respect
of any Performance Units shall be made by the Company no later than 60 days after the end of the calendar year in which such Performance Units are earned.

10.  OTHER STOCK-BASED AWARDS
 

  Subject to the provisions of the Plan, the Committee shall have the sole and plenary authority to grant to participants other equity-based or equity-related Awards (including, but not limited to, fully-vested Shares)
in such amounts and subject to such terms and conditions as the Committee shall determine.

 

11.  DISABILITY
 

  For the purposes of this Plan, unless otherwise specified in the applicable Award Agreement, a participant shall be deemed to be “Disabled” if the Committee shall determine that the physical or mental condition of
the participant is such as would entitle
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  him or her to payment of long-term disability benefits under any disability plan of the Company or a subsidiary in which he or she is a participant.

12.  RELATED EMPLOYMENT
 

  For the purposes of this Plan, Related Employment shall mean the employment of a participant by an employer which is neither the Company nor a subsidiary provided: (i) such employment is undertaken by the
participant and continued at the request of the Company or a subsidiary; (ii) immediately prior to undertaking such employment, the participant was an officer or employee of the Company or a subsidiary, or was
engaged in Related Employment as herein defined; and (iii) such employment is recognized by the Committee, in its sole discretion, as Related Employment for the purposes of this Section 12. The death or
Disability of a participant during a period of Related Employment as herein defined shall be treated, for purposes of this Plan, as if the death or onset of disability had occurred while the participant was an officer or
employee of the Company.

 

13.  CHANGE IN CONTROL

 (a)  For purposes of this Plan, unless otherwise specified in the applicable Award Agreement, a “Change in Control” within the meaning of this Section 13(a) shall occur if:

 (i)  Any person or group (within the meaning of Section 13(d) and 14(d)(2) of the Exchange Act), other than (x) White Mountains Insurance Group, Ltd., Berkshire Hathaway, Inc. or the respective
wholly owned subsidiaries thereof, as applicable (the “Significant Investors”), (y) an underwriter temporarily holding Shares in connection with a public issuance thereof or (z) an employee
benefit plan of the Company or its affiliates, becomes the beneficial owner (within the meaning of Rule 13d-3 under the Exchange Act) of thirty-five percent (35%) or more of the Company’s then
outstanding Shares and such ownership percentage exceeds the beneficial ownership percentage of the Significant Investors in the Company’s then outstanding Shares;

 

 (ii)  the Continuing Directors, as defined in Section 13(b), cease for any reason to constitute a majority of the Board of the Company; or
 

 (iii)  the business of the Company and its subsidiaries is disposed of by the Company pursuant to a sale or other disposition of all or substantially all of the business or business-related assets of the
Company and its subsidiaries.

 (b)  For the purposes of this Plan, “Continuing Director” shall mean a member of the Board who either was a member of the Board on the Effective Date (as defined below) or subsequently became a director
of the Company and whose election, or nomination for election, by the Company’s shareholders was approved by a vote of a majority of the Continuing Directors then on the Board (which term, for
purposes of this definition, shall mean the whole Board and not any committee
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   thereof), but excluding any such individual whose initial assumption of office occurred pursuant to an actual or threatened proxy contest or consent solicitation with respect to the election or removal of
directors.

 (c)  In the event of a Change in Control, the Committee as constituted immediately prior to the Change in Control shall determine the manner in which “Fair Market Value” of Shares will be determined
following the Change in Control.

14.  TERMINATION WITHOUT CAUSE
 

  For purposes of this Plan, unless otherwise specified in the applicable Award Agreement, “Termination Without Cause” shall mean a termination of the participant’s employment with the Company or subsidiary or
business unit of the Company by the Company (or subsidiary or business unit, as applicable) or, by a purchaser of the participant’s subsidiary or business unit after a Change in Control as described in Subsection
13(a)(iii), other than (i) for death or Disability or (ii) for Cause. “Cause” shall mean, unless otherwise set forth in the applicable Award Agreement, (a) an act or omission by the participant that constitutes a felony
or any crime involving moral turpitude; or (b) willful gross negligence or willful gross misconduct by the participant in connection with his employment which causes, or is likely to cause, material loss or damage
to the Company, subsidiary or business unit. Notwithstanding anything herein to the contrary, if the participant’s employment with the Company, subsidiary or business unit shall terminate due to a Change in
Control as described in Subsection 13(a)(iii), where the purchaser (the “Purchaser”), as described in such subsection, formally assumes the Company’s obligations under this Plan or places the participant in a
similar or like plan with no diminution of the value of the awards, such termination shall not be deemed to be a “Termination Without Cause.”

 

15.  CONSTRUCTIVE TERMINATION
 

  “Constructive Termination” shall mean, unless otherwise set forth in the applicable Award Agreement, a termination of employment with the Company or a subsidiary at the initiative of the participant that the
participant declares by prior written notice delivered to the Secretary of the Company to be a Constructive Termination by the Company or a subsidiary and which follows (a) a material decrease in his total
compensation opportunity or (b) a material diminution in the authority, duties or responsibilities of his position with the result that the participant makes a determination in good faith that he or she cannot continue
to carry out his or her job in substantially the same manner as it was intended to be carried out immediately before such diminution. Notwithstanding anything herein to the contrary, Constructive Termination shall
not occur within the meaning of this Section 15 until and unless (a) the participant provides 30 days written notice of termination to the company of the occurrence of the circumstances described in this Section 15
within 30 days following such occurrence and (b) 30 days have elapsed from the date the Company receives such written notice from the participant without the Company curing or causing to be cured the
circumstance or circumstances described in this Section 15 on the basis of which the declaration of Constructive Termination is given.
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16.  [RESERVED]
 

17.  DILUTION AND OTHER ADJUSTMENTS

 (a)  In the event of any change in the outstanding Shares of the Company by reason of any stock split, stock or extraordinary cash dividend, recapitalization, merger, consolidation, reorganization, combination
or exchange of Shares or other similar event, and if the Committee shall determine, in its sole discretion, that such change equitably requires an adjustment in the number or kind of Shares that may be
issued under the Plan pursuant to Section 4, in the number or kind of Shares subject to, or the Stock Option or Stock Appreciation Right price per Share under, any outstanding Award, in the number or kind
of Shares which have been awarded as Restricted Stock or in the repurchase option price per share relating thereto, in the target number of Performance Shares or Performance Units which have been
awarded to any participant, or in any measure of performance, then such adjustment shall be made by the Committee and shall be conclusive and binding for all purposes of the Plan.

 

 (b)  The Committee is hereby authorized to make adjustments in the terms and conditions of, and the criteria included in, Awards in recognition of unusual or nonrecurring events (including, without limitation,
any extraordinary dividend or other extraordinary distribution (whether in the form of cash, Shares, other securities or other property), recapitalization, stock split, reverse stock split, split-up or spin-off,
merger, consolidation, stock sale, asset sale or the occurrence of a Change of Control) affecting the Company, any affiliate, or the financial statements of the Company or any affiliate, or of changes in
applicable rules, rulings, regulations or other requirements of any governmental body or securities exchange, accounting principles or law (i) whenever the Committee, in its sole and plenary discretion,
determines that such adjustments are appropriate or desirable, including, without limitation, providing for a substitution or assumption of Awards, accelerating the exercisability of, lapse of restrictions on,
or termination of, Awards or providing for a period of time for exercise prior to the occurrence of such event, (ii) if deemed appropriate or desirable by the Committee, in its sole and plenary discretion, by
providing for a cash payment to the holder of an Award in consideration for the cancelation of such Award, including, in the case of an outstanding Option or Stock Appreciation Right, a cash payment to
the holder of such Option or Stock Appreciation Right in consideration for the cancelation of such Option or Stock Appreciation Right in an amount equal to the excess, if any, of the Fair Market Value (as
of a date specified by the Committee) of the Shares subject to such Option or Stock Appreciation Right over the aggregate Exercise Price of such Option or Stock Appreciation Right and (iii) if deemed
appropriate or desirable by the Committee, in its sole and plenary discretion, by canceling and terminating any Option or Stock Appreciation Right having a per Share exercise price equal to, or in excess
of, the Fair Market Value of a Share subject to such Option or Stock Appreciation Right without any payment or consideration therefor.
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18.  DESIGNATION OF BENEFICIARY BY PARTICIPANT
 

  A participant may name a beneficiary to receive any payment to which he may be entitled in respect of Restricted Stock Units, Performance Shares, Performance Units or Stock Appreciation Rights under the Plan
in the event of his death, on a form to be provided by the Committee. A participant may change his beneficiary from time to time in the same manner. If no designated beneficiary is living on the date on which any
amount becomes payable to a participant’s executors or administrators, the term “beneficiary” as used in the Plan shall include such person or persons.

 

19.  CERTAIN ADDITIONAL DEFINITIONS
 

  As used in the Plan, the term “Fair Market Value” shall mean (a) with respect to any property other than Shares, the fair market value of such property determined by such methods or procedures as shall be
established from time to time by the Committee and (b) with respect to Shares, as of any date, (i) the closing per share sales price of the Shares (A) as reported by the NYSE for such date or (B) if the Shares are
listed on any other national stock exchange, as reported on the stock exchange composite tape for securities traded on such stock exchange for such date or, with respect to each of clauses (A) and (B), if there were
no sales on such date, on the closest preceding date on which there were sales of Shares or (ii) in the event there shall be no public market for the Shares on such date, the fair market value of the Shares as
determined in good faith by the Committee.

 

20.  MISCELLANEOUS PROVISIONS

 (a)  No employee or other person shall have any claim or right to be granted an Award under the Plan. Neither the Plan nor any action taken hereunder shall be construed as giving an employee any right to be
retained in the employ of the Company or any subsidiary.

 

 (b)  A participant’s rights and interest under the Plan may not be assigned or transferred in whole or in part either directly or by operation of law or otherwise (except in the event of a participant’s death),
including but not limited to, execution, levy, garnishment, attachment, pledge, bankruptcy or in any other manner and no such right or interest of any participant in the Plan shall be subject to any obligation
or liability or such participant.

 

 (c)  No Shares shall be issued hereunder unless counsel for the Company shall be satisfied that such issuance will be in compliance with applicable Federal and state securities laws.
 

 (d)  The Company and its subsidiaries shall have the right to deduct from any payment made under the Plan any Federal, state or local income or other taxes required by law to be withheld with respect to such
payment. It shall be a condition to the obligation of the Company to issue Shares upon exercise of a Stock Option, upon settlement of a Stock Appreciation Right, or upon payment of a Restricted Stock
Unit, Performance Share or a Performance Unit that the participant (or any beneficiary or person entitled to payment under Section 5(c)(ii)(C) hereof) pay to
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   the Company, upon its demand, such amount as may be required by the Company for the purpose of satisfying any liability to withhold Federal, state or local income or other taxes. If the amount requested
is not paid, the Company may refuse to issue Shares.

 (e)  The Plan shall be unfunded. The Company shall not be required to establish any special or separate fund or to make any other segregation of assets to assure the payment of any Award under the Plan.
 

 (f)  By accepting any Award or other benefit under the Plan, each participant and each person claiming under or through him or her shall be conclusively deemed to have indicated his or her acceptance and
ratification of, and consent to, any action taken under the Plan by the Company, the Board or the Committee.

21.  AMENDMENT
 

  The Plan may be amended at any time and from time to time by the Board, but no amendment which increases the aggregate number of Shares which may be issued pursuant to the Plan or the class of employees
eligible to participate shall be effective unless and until the same is approved by the shareholders of the Company. No amendment of the Plan shall adversely affect any right of any participant with respect to any
Award previously granted without such participant’s written consent.

 

22.  TERMINATION
 

  This Plan shall terminate upon the earlier of the following dates or events to occur:

 (a)  the adoption of a resolution of the Board terminating the Plan; or
 

 (b)  ten years from the Effective Date.

  No termination of the Plan shall alter or impair any of the rights or obligations of any person, without his consent, under any Award previously granted under the Plan.

23.  EFFECTIVE DATE
 

  The Plan shall be effective as of the date of its adoption by the Board and approval by the Company’s shareholders (such date, the “Effective Date”); provided, however, that no Incentive Share Options may be
granted under the Plan unless it is approved by the Company’s shareholders within twelve (12) months before or after the date the Plan is adopted by the Board.
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 Section I: General Administration

A participant is compensated through a base salary and incentive compensation. Incentive compensation is based on production
within the participant’s assigned region.

Compensation Structure

Base salary is defined as annualized base pay, excluding any bonuses, cash incentives, or other compensation. Base Salary

The plan will run on a calendar year basis. Plan Year

A participant becomes eligible to participate in the incentive compensation program on the first business day of the month following
or coinciding with the date of employment in a qualifying position.

Eligibility

The information described in this plan assumes a participant’s full year participation. A participant in an eligible position for a partial
year will be eligible to earn incentive compensation on a pro-rated basis.

Partial Plan Year Eligibility

If an employee transfers into an incentive compensation eligible position during the plan year, the incentive compensation plan will
become effective the first of the month following his/her transfer.

If a participant transfers out of an incentive compensation eligible plan during the plan year, the participant will be eligible for earned
production through the end of the last full month in the eligible position. Every attempt will be made to make the transfer coincide
with the end of the month so the participant will be eligible for the full month of earned production. The employee will then be
eligible for an Annual Incentive bonus (AIB) on a pro-rated basis at his/her new award target. Any base pay changes will need to be
effective with the start of a payroll period.

Symetra reserves the right to manage the transfer process and effective date of eligibility on a case-by-case basis.

Internal Transfer
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Plan participants will be eligible for sick leave, short-term disability and/or FMLA as defined by the sick leave, short-term disability
and/or FMLA benefit policies and procedures as outlined on Connections. The plans will be administered in the same manner as for
all other salaried Symetra Financial employees.

In the event of time away from work when the duration of leave is less than 7 consecutive calendar days, there will be no interruption
to a participant’s incentive compensation. In the event of time away from work when the duration of leave is 7 consecutive calendar
days or greater, a plan participant will continue to receive incentive compensation per the plan, only if the time away is certified as
FMLA time.

Once a plan participant’s FMLA entitlement has been exhausted, his/her incentive compensation eligibility will be suspended until
he/she returns to work. The incentive compensation payment will be pro-rated if the FMLA leave ends at a time other than the end of
the month. If a plan participant is not eligible for FMLA, then he/she will not be eligible to continue to receive incentive
compensation for the period of time that he/she is away from work. (The FMLA eligibility requirement of 50 or more employees
within a 75 mile radius will not disqualify one from continued incentive compensation under this policy.)

Please refer to the Leave policy on Connections (on the Symetra intranet site) for additional details around FMLA, sick leave and
short-term disability.

Time Away From Work

Realignment is defined as the reassignment of agent(s), registered representatives, producers, and/or bank relationships from one
region to another. The effective date of the realignment is the date that production stops flowing from the old territory and begins
flowing to the new one. Incentive compensation will be adjusted upon the realignment and could result in a retroactive increase or
decrease in production and incentive compensation.

Realignment of Region

Assignment of agencies/producers/banks will be established on a geographic region and/or relationship basis by Life and Retirement
Sales management. Each participant will be accountable for those agencies/producers/banks for the assigned products and product
lines.

Assignment
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If a participant receives an overpayment of incentive compensation for whatever reason (administrative error, error in reporting, or
other reason), Symetra reserves the right to withhold future earned incentive compensation payments up to and including the
amount that was overpaid to the participant.

Overpayment

If a participant leaves his/her position during the plan year for any reason, including: voluntary resignation, involuntary termination,
job elimination, disability or death, he/she will be paid for production earned through the end of the last full month of
employment.

The payment of the final incentive compensation due may be paid out up to sixty (60) days after the effective date of termination in
order to reconcile production.

Termination of Employment

Symetra Life Insurance Company reserves the right to modify, amend, or repeal this plan, or to discontinue (either temporarily or
permanently) the distribution of incentive compensation under the plan. Any plan modification requires written documentation to the
plan participant(s) with approval of the Executive Vice President of Life and Retirement Sales and the Vice President of Human
Resources.

Symetra Life Insurance Company also reserves the right to withdraw products from distribution, to reassign distribution of specific
products, to realign sales regions as it deems necessary or appropriate to the overall business needs. If circumstances warrant, the
Company may modify credits on a case. Any such modification of production credit for a case requires notification in writing within
a reasonable time after the sale with the approval of the Company’s Executive Vice President of Life and Retirement Sales, and the
Vice President of Human Resources.

Plan Modification / Reservation of Rights

Symetra Life Insurance Company reserves the right to determine or resolve all situations not expressly covered in this plan
description. Final determinations regarding these situations will be made jointly by the Executive Vice President of Life and
Retirement Sales, and the Vice President of Human Resources.

Situations Not Covered
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The existence of this plan document does not create any employment contracts, nor does it confer any right of continuing
employment upon any plan participant or any other employee. Employment at Symetra is “at will”, meaning that either the employee
and/or Symetra are at liberty to end the employment relationship at any time, with or without cause, with or without notice.

Continuation of Employment

 Section II: Business Unit Administration

Incentive Compensation earned from production will be paid monthly. Management by objective (see below), if achieved by eligible
participants, will be paid quarterly.

These payments will be made within three pay periods after the end of the month in which the incentive compensation was earned,
unless the necessary data to calculate the incentive amount is not available. In that case, payments will be made within two pay
periods following the date the data becomes available.

Timing of Payments

As part of the overall incentive compensation plan, plan participants have the opportunity to participate in a Management by
Objective (MBO) target. If eligible for MBO, and if achieved based on target goal, MBO payments will be made on a quarterly basis.

MBO targets vary by region and position, and may change throughout the plan year. MBO targets will be described in Section III.

Management by Objective (MBO)

In certain circumstances, a plan participant may be paid on a draw (a predetermined minimum monthly incentive amount) for a
specified period of time.

In those situations, the plan participant will be paid the higher of: (1) the draw, or (2) the monthly incentive compensation amount the
participant otherwise earned under the terms of the plan, based on qualifying production.

Guaranteed Incentive Compensation
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Cumulative YTD earned incentive compensation will be calculated monthly and a reconciliation will be performed. If, during this
reconciliation, it is determined that the YTD incentive compensation paid is higher than the YTD incentive compensation earned,
earnings above the monthly draw amount will be collected back until the difference is trued-up through the end of the effective date
of the draw period.

 



 

 

Executive Vice President — Life and Retirement Sales Section III: Incentive Plan Description

At two and one-half (2.5) times the 2011 annual life and retirement production goal, a regression tier will go into effect, cutting the
rate of incentive compensation by one-half (.5).
   
  Incentive
  Compensation
Product*  Rate
Life Products:   
Term  [***]
Perm  [***]
Single Premium  [***]
Complete AFYP  [***]
Retirement Products:   
Fixed  [***]
Individual Variable  [***]
Group VA  [***]
Daily Val  [***]
WELL Plan  [***]
Income Annuities:   
SPIA  [***]
Annuitizations  [***]

 

*  Incentive compensation is based on all Life and Retirement Distribution Channel Sales

Incentive for Life Products: Based on net Annualized First Year Premium (AFYP)

Incentive for Retirement Products: Based on net single sum annuity premiums and net first year continuing annuity premiums and
increases.

Incentive for Income Annuities: Based on net single sum annuity premiums, net first year continuing annuity premiums, net first
year continuing premiums and increases, single sum deposit resulting from the annuitization of eligible fixed or variable products
that result in commission to the agent.

**      Symetra Life Insurance Company reserves the right to modify, amend or repeal this Plan, or to discontinue (either temporarily
or permanently) the distribution of incentive compensation under the Plan.

                  2011 Incentive Plan Document — Life & Retirement Salesi Symetra



     

Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 333-164506) pertaining to the Symetra Financial Corporation Equity Plan and the Symetra Financial Corporation Employee Stock
Purchase Plan of our report dated March 16, 2011, with respect to the consolidated financial statements and schedules of Symetra Financial Corporation included in this Annual Report (Form 10-K) for the year ended
December 31, 2010.
     
   
/s/ Ernst & Young LLP    
   
Seattle Washington   
March 16, 2011   
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POWER OF ATTORNEY

     The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-
fact and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange
Act of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 25th day of February 2011.
     
   
 /s/ Peter S. Burgess   
 Name:  Peter S. Burgess  
 Director  

 



 

     

POWER OF ATTORNEY

     The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-
fact and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange
Act of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 4th day of March 2011.
     
   
 /s/ David T. Foy   
 Name:  David T. Foy  
 Director  

 



 

     

POWER OF ATTORNEY

     The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-
fact and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange
Act of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 25th day of February 2011.
     
   
 /s/ Lois W. Grady   
 Name:  Lois W. Grady  
 Director  

 



 

POWER OF ATTORNEY

The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-fact
and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange Act
of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 28th day of February 2011.
     
   
 /s/ Sander M. Levy   
 Name:  Sander M. Levy  
 Director  

 



 

     

POWER OF ATTORNEY

     The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-
fact and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange
Act of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 25th day of February 2011.
     
   
 /s/ Robert R. Lusardi   
 Name:  Robert R. Lusardi  
 Director  

 



 

     

POWER OF ATTORNEY

     The undersigned director of Symetra Financial Corporation, a Delaware corporation, does hereby make, constitute and appoint Margaret A. Meister and George C. Pagos, or each of them, as true and lawful attorneys-in-
fact and agents of the undersigned, with full power and authority to execute in such director’s name, and on behalf of Symetra Financial Corporation, the 2010 Annual Report on Form 10-K, under the Securities Exchange
Act of 1934, together with any amendments thereto, hereby ratifying and confirming all that said attorneys and agents and each of them may do by virtue hereof.

     IN WITNESS WHEREOF, the undersigned has duly executed these presents this 8th day of March 2011.
     
   
 /s/ Lowndes A. Smith   
 Name:  Lowndes A. Smith  
 Director  
 

 



Exhibit 31.1

CERTIFICATION

I, Thomas M. Marra, certify that:

1.  I have reviewed this annual report on Form 10-K of Symetra Financial Corporation (the “registrant”);
 

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

 

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

 

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 a.  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

 

 b.  designed such internal controls over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

 

 c.  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report, based on such evaluation; and

 

 d.  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board
of directors (or persons performing the equivalent functions):

 a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

 

 b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
     
Date: March 16, 2011  By:  /s/ Thomas M. Marra
    

 

    Thomas M. Marra
    President and Chief Executive Officer

 



Exhibit 31.2

CERTIFICATION

I, Margaret A. Meister, certify that:

6.  I have reviewed this annual report on Form 10-K of Symetra Financial Corporation (the “registrant”);
 

7.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

 

8.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

 

9.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 a.  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

 

 b.  designed such internal controls over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

 

 c.  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this report, based on such evaluation; and

 

 d.  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

10.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board
of directors (or persons performing the equivalent functions):

 a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

 

 b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
     
Date: March 16, 2011  By:  /s/ Margaret A. Meister
    

 

    Margaret A. Meister
    Executive Vice President and Chief Financial Officer

 



Exhibit 32.1

Certification Pursuant to Section 1350 of Chapter 63
of Title 18 of the United States Code

     I, Thomas M. Marra, Chief Executive Officer of Symetra Financial Corporation, certify that (i) the Form 10-K for the year ended December 31, 2010 fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and (ii) the information contained in the Form 10-K for the year ended December 31, 2010 fairly presents, in all material respects, the financial condition and results of operations of
Symetra Financial Corporation.
     
Date: March 16, 2011  By:  /s/ Thomas M. Marra
    

 

    Thomas M. Marra
    President and Chief Executive Officer

 



Exhibit 32.2

Certification Pursuant to Section 1350 of Chapter 63
of Title 18 of the United States Code

     I, Margaret A. Meister, Chief Financial Officer of Symetra Financial Corporation, certify that (i) the Form 10-K for the year ended December 31, 2010 fully complies with the requirements of Section 13(a) or 15(d) of
the Securities Exchange Act of 1934 and (ii) the information contained in the Form 10-K for the year ended December 31, 2010 fairly presents, in all material respects, the financial condition and results of operations of
Symetra Financial Corporation.
     
Date: March 16, 2011  By:  /s/ Margaret A. Meister
    

 

    Margaret A. Meister
    Executive Vice President and Chief Financial Officer

 


