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Summary of Consolidated Results

(dollars in millions)

Net Income
Return on Equity

Book Value
Total Revenues
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$220.7
6.8%

$2,941.9
$2,139.5
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$205.4
6.1%

$3,630.1
$2,101.2

Adjusted Book
Value*
(dollars in millions)
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$2,258.9

$2,087.6
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$2,348.3
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2011 2010

$195.8 $193.8
72%

$3,114.9
$1,999.3

9.0%

$2,356.6
$1,878.8

Operating
Revenues**
(dollars in millions)

$1,839.0
$2,070.2
$2,109.0
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* Denotes a non-GAAP financial measure. A definition of this measure and reconciliation to the most directly comparable GAAP
measure can be found in ltem 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
in ltem 6—“Selected Financial Data,” respectively, of the 2014 Form 10-K at http://investors.symetra.com under “SEC Filings.”

** Operating Revenues is a non-GAAP financial measure, and its most directly comparable GAAP measure is Total Revenues. Operating
Revenues is calculated as Total Revenues less certain net realized gains (losses) totaling $41.8, $30.5, $31.0, $8.6, and $39.8 million for

the years ended Dec. 31, 2014, 2013, 2012, 2011 and 2010, respectively.

The financial highlights herein are as of Dec. 31, 2014. This corporate report contains statements that are or may be considered forward-
looking in nature. Please see the 2014 Form 10-K for our Forward-Looking Statements at http://investors.symetra.com under “SEC Filings.”



To our sharenolders

Tom Marra
President and CEO

When | joined Symetra in 2010, | was struck by the areas of strength that comprised
the foundation of the business, including an outstanding culture of financial discipline—
as evidenced by a strong and clean balance sheet—and industry leadership positions
in medical stop-loss insurance and fixed annuities distributed through banks. Nearly five
years later, | am pleased to report that these strengths remain at the core of who we are
as a company, and that our work to diversify the business and expand into new product
lines has begun producing results.

The year ahead will see Symetra advance on our long-term strategy of building the
company into a national player in the life insurance industry. | expect meaningful
contributions from all three of our divisions (Retirement, Benefits and Individual Life),
with solid growth across the board.

Several key events in 2014 have put us in a good position for the year ahead.

Importantly, our initiatives to generate higher revenues in each business line gained
considerable traction. We have become more diversified as a company through the
continued success of our fixed indexed annuity products, increased sales of guaranteed
universal life insurance through brokerage general agencies, and the progress we have
made in offering group life and disability income products to the mid-market we already
serve with medical stop-loss.

These results were achieved in what continues to be a very challenging interest

rate environment, and my enthusiasm in the near-term is tempered only by the dim
prospects for a meaningful rise in rates. Despite the ongoing low rates, we remain
optimistic about our prospects and our ability to generate new business that will drive
improved operating return on equity over time.

We were also opportunistic and prudent with our balance sheet and capital in 2014.
We completed a mid-year bond offering with favorable terms, and returned capital
to shareholders through share buybacks during the first half of the year and a special
dividend in the fourth quarter.

Our overall guiding philosophy remains firmly rooted in our principles of Value,
Transparency and Sustainability, or “VTS.” This means:
e Qur products are provided at a good value to our customers.

e \We are clear and transparent in our communications, so customers and distributors
understand exactly what they’re buying and selling.

e Qur products are sustainable, with fair pricing that helps ensure our ability to meet
obligations and profitability requirements.

Ultimately, our investors will be rewarded for our diligence in providing honest value for
our customers.

| believe our strategy is the right one for Symetra, and I’'m pleased with our progress.
Let’s look at the results for 2014 in detalil.
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2014 Operating Results

Symetra reported full-year 2014 net income of $254.4 million, or $2.19 per diluted share, compared with
$220.7 million, or $1.74 per diluted share, in 2013. For full-year 2014, Symetra posted adjusted operating income
of $227.2 million, or $1.95 per diluted share, compared with $200.9 million, or $1.59 per diluted share, in 2013.

> Benefits > Income Annuities

The Benefits segment, which includes medical
stop-loss, group life and disability income, and
limited benefit medical insurance, reported pretax
adjusted operating income of $89.9 million,

up from $64.2 million. Higher earnings for the
year were driven primarily by a lower loss ratio
for medical stop-loss. The Benefits loss ratio

for 2014 was 61.5%, compared with 66.5%,
driven by lower claims frequency and severity for
medical stop-loss and the ultimate performance
of business written in January 2013.

Sales for the full year rose 27% to $166.7
million, with strong growth across all lines.

> Deferred Annuities

The Deferred Annuities segment, which includes
traditional fixed, fixed indexed and variable
deferred annuities, delivered full-year, pretax
adjusted operating income of $129.1 million,
compared with $107.3 million in the prior year,
driven primarily by the growth in fixed indexed
annuity account values. Solid base interest
spreads on traditional deferred annuity account
values were maintained throughout 2014.

Sales for the full year increased 19% to $2.7
billion, despite the challenging low interest
rate environment.
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The Income Annuities segment, which includes
single premium immediate annuities and
structured settlements, reported full-year, pretax
adjusted operating income of $15.9 million,
compared with $32.3 million. The decline was
due primarily to lower interest margin on reserves,
mortality experience and mark-to-market losses
on alternative investments.

Sales for the full year increased 51%, driven by
marketing campaigns focused on retirement
income strategies.

> Individual Life

The Individual Life segment, which includes
universal life, term life and bank-owned life
insurance, delivered pretax adjusted operating
income for the full year of $45.7 million, compared
with $55.3 million in the prior year. The decline
was primarily from higher operating expenses to
support increasing sales and growth initiatives.

Sales of individual life products for the full
year were $38.0 million—more than double the
previous year—due to increased traction in
the brokerage general agency market.



2014 Corporate Report

Driving to Become a National Player

Symetra has embarked on an important path to being a well-respected national player in each of our
chosen lines of business. We expect that the strength of our leading fixed annuity and medical stop-
loss businesses, paired with the high potential of our rapidly growing fixed indexed annuity, individual
life insurance, and group life and disability income businesses, will turn Symetra into a formidable
force in the marketplace.

Our highly regarded reputation in our target distribution markets, when combined with the growing
awareness of Symetra’s brand, makes me optimistic about what we can achieve in the years ahead.

™. rh

Tom Marra
President and Chief Executive Officer
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The Value, Transparency, Sustainability (VTS)
standard defines our approach to doing business.
Every Symetra product must deliver value to our
customers, be transparent in terms of features
and underlying financial characteristics, and be

sustainable over time.
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E  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
Commission file number: 001-33808
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Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
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for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes & No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-X is not contained herein and will not be contained, to the best of
registrant’s knowledge, in definitive proxy statements incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K. &

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

Large accelerated filer Accelerated filer O
Non-accelerated filer O Smaller reporting company O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes OO0 No

The aggregate market value of the shares of Common Stock held by non-affiliates of the registrant as of June 30, 2014 was approximately $1.7 billion, based on
the closing price of $22.74 per share of the Common Stock on the New York Stock Exchange on June 30, 2014.

As of February 20, 2015, the Registrant had 115,833,208 common voting shares outstanding, with a par value of $0.01 per share.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the information required to be furnished to Part 111 of Form 10-K is herein incorporated by reference from the Registrant’s definitive proxy
statement relating to the Annual Meeting of Stockholders to be held on May 7, 2015, which will be filed with the Securities and Exchange Commission pursuant to
Regulation 14A within 120 days after the year ended December 31, 2014.



TABLE OF CONTENTS

Page
PART I
1 T 1 PSS
LTI N T Sl = Ted (o] SRR
Item 1B: Unresolved Staff COMMENTS......cc.oiiiiieiecese ettt e e e et et sneere e e enaesnennenee e
1 2 o (0] o] =TSRSS
LT IR R =Yoo o TT=Y=Yo [0 LSRR
Item 4:  IMiINE SAFELY DISCIOSUIE. .. .uicieeiiieitiste e sie e sttt e et st e tesse et e e e es e e e tesbesneereenaeneeseeaeneene
PART Il
Item 5:  Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
EQUITY SECUIITIES ...vevveveivesiesteeteee e ettt e ettt et e se e s e sae st et e sbe st e e seenae e e e e tesnesteaneenaeneeneenee e,
Item 6:  Selected FINANCIAI DALA .......cveiviiiiiieicie ettt e et e et e et e st e steesbe e teeseeeseesneesnnenneens
ltem7: Management’s Discussion and Analysis of Financial Condition and Results of Operations....................
Item 7A: Quantitative and Qualitative Disclosures about Market RiSK ........c.cccevveiieiieiiisiic e,
Item 8:  Financial Statements and Supplementary Data..........cccccoveieiiiiiiieiiei it sre e sne e,
Item 9:  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure....................
I1tem 9A: CONLrolS AN PrOCEAUIES ......c.veveieiestesie st eteeeesteseeste e steste s e esae e esseseestestesseeseeseeseeseessesteasesreaneeneeseenseneene,
1tem 9B:  Other INFOIMALION ......ccvviiieicieic ettt e ae et e e e es e e e st e besreereeneeneesneeenee e
PART IlI
Item 10: Directors, Executive Officers and Corporate GOVEIMANCE........coverververrerrereereereeieseesressessessesseeseessessessesen
Item 11: EXECULIVE COMPENSALION ...ecuviiiiiiiiiiieiete et ete et et et e st e te et e s ee e e e saeesbeeebeebeenbeesbesteesteesteesteeeeenneaneesneeaneens
Item 12: Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
VoL PSP PRPRPPP
Item 13: Certain Relationships and Related Transactions, and Director INndependence...........ccoevvvevervevereeniereens,
Item 14: Principal AcCoOUNtant FEES ANA SEIVICES .....vicviiieiiieiieeiieeite et seesteesteesteeste et e sbestaestaestaesteeseessnesneesneeaneens
PART IV
Item 15: Exhibits and Financial Statement SCREAUIES ...,
SHGNALUIES ...ttt ettt ettt stk etk et e b ekt eb e e b e heeE e s e ea b e eH oo b e e E e SR e eE £ 4R e e R b e AA oAb e AR e e ReeE £ 4R £ eR b e Rt eh e EeebeeE e e Rt enee e nae e
Schedule I — Summary of Investments — Other Than Investments in Related Parties...........ccocvvevvveiververerenenenn,
Schedule Il — Condensed Financial Information of Registrant (Parent Company Only) ........cccccevvveivvivereienennn,
AT oYL a0 S S PR

515 15 I8
®» O o [0 o1

46

~
\l

RIS EE

[y

[N
SN
U

=
~
w

146
147
148
149
153



Unless the context otherwise requires, references in this annual report on Form 10-K to We,'8ur,'lis"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 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 "may," "will," "believe," "intend," "plan," "expect," "anticipate," "project,"”
"estimate," "predict," "potential” and similar expressions also are intended to identify forward-looking statements. These
forward-looking statements may include, among others, statements with respect to the Company’s:

»  estimates or projections of revenues, net income (loss), net income (loss) per share, adjusted operating income (loss),
adjusted operating income (loss) per share, market share or other financial forecasts, as well as statements describing
factors and conditions that might affect those forecasts;

e trends in operations, financial performance and financial condition;
« financial and operating targets or plans;

e business and growth strategy, including prospective products, services and distribution partners, including statements
about management’s intentions regarding those strategies; and

» initiatives such as our previously announced stock repurchase program that are intended or expected to impact our
financial condition, results of operations, and liquidity and capital resources.

These statements are based on various assumptions and analyses made by the Company in light of information currently
known to management, and considering management's 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, or that could cause management to deviate
from currently expected or intended courses of actions, including, among others:

» effects of fluctuations in interest rates, including a prolonged low interest rate environment or a rapidly rising interest
rate environment, as well as management’s ability to anticipate and timely respond to any such fluctuations;

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

o effects of significant increases in corporate refinance activity, including bond prepayments;
e performance of our investment portfolio;

e continued availability of quality commercial mortgage loan investments and our continued capacity to invest in
commercial mortgage loans;

e our ability to successfully execute on our strategies;

e accuracy and adequacy of our recorded reserves, including the actuarial and other assumptions upon which those
reserves are established, adjusted and maintained,;

e persistency of our inforce blocks of business;

e deviations from assumptions used in setting prices for insurance and annuity products, or establishing cash flow testing
reserves;

e continued viability of certain products under various economic, regulatory and other conditions;
*  market pricing and competitive trends related to insurance products and services;

« effects of implementation of the Patient Protection and Affordable Care Act (PPACA), including the direct effects upon
our business, but also including the effects upon our competitors and our customers;

e changes in assumptions that affect the timing of amortization of our deferred policy acquisition costs and deferred
sales inducements;

« financial strength or credit ratings changes, particularly ours but also of other companies in our industry sector;
3



» retention of our key personnel and distribution partners;
» availability and cost of capital and financing;

» adequacy and collectibility of reinsurance that we have purchased, as well as the continued availability and cost of
reinsurance coverage;

» continued availability of tax credit investments, and the continuation of current tax treatment of such investments;

» changes in laws or regulations, or their interpretation, including those that could increase our business costs, reserve
levels and required capital levels, or that could restrict the manner in which we do business;

»  ability of subsidiaries to pay dividends to Symetra;
« our ability to implement effective risk management policies and procedures, including hedging strategies;

e our ability to maintain adequate telecommunications, information technology, or other operational systems, including
our ability to prevent or timely detect and remediate any unauthorized access to or disclosure of our customer
information and other sensitive business data;

e initiation of regulatory investigations or litigation against us and the results of any regulatory proceedings;
o effects of changes in national monetary and fiscal policy;

o effects of implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the "Dodd
Frank Act"); and

e risks that are described in Part I, 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, the Company or its 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.



PART I
Item 1. Business
Overview
Our Business

We are a financial services company in the life insurance industry with operations that date back to 1957. Our products
are distributed domestically in all states and the District of Columbia, through benefits consultants, financial institutions,
broker-dealers, and independent agents and advisers. We manage our business through three divisions composed of four
business segments. We also have a fifth segment, referred to as the Other segment. Refer to Note 18 to the consolidated
financial statements for financial results and a description of each of our segments.

We are focused on profitable growth in the retirement, employment-based benefits and life insurance markets, providing
value to our policyholders and shareholders. Our ability to increase net income and improve shareholder returns is directly
related to our ability to:

«  profitably underwrite and price products and services at rates that are both competitive and appropriately reflect
risk;

» develop new and strengthen existing relationships with distributors in our key markets; and

» invest cash inflows for appropriate durations at rates of return that maintain desired interest spreads between
investment income earned and amounts credited to policy holders.

Our corporate strategies, described for each division below, are designed to build on our core strengths and drive
profitable sales and earnings growth in our target markets. We aim to effectively manage capital, allocating resources to
opportunities that offer the highest returns in order to maximize long-term shareholder value while maintaining our strong
financial strength ratings. We believe that our diverse mix of businesses provides flexibility that will enable us to grow in most
economic environments, and our strong balance sheet reflects our commitment to disciplined financial management and
stability.

Benefits Division:

The Benefits division, which is also reported as the Benefits segment, provides medical stop-loss insurance, group life
and disability income (DI) insurance, and limited benefit medical insurance as its principal products. The following is the
division’s primary strategy:

»  Profitably grow our business, providing comprehensive solutions to meet our customers' employment-based benefits
needs. We strive to grow our block of business while maintaining our pricing discipline by underwriting business that
is consistent with our long-term profitability target. We aim to leverage our leadership position in the medical stop-loss
market to expand our reputation as a multi-line carrier. We seek to accelerate growth in group life and DI premiums
and build towards operating scale in this business. Additionally, we plan to capitalize on sales opportunities for our
Benefits products through private health insurance exchanges. We are seeking to exceed $650 million in total
premiums in the Benefits division in 2015.

Retirement Division:

The Retirement division, which is reported as the Deferred Annuities and Income Annuities segments, provides single-
premium fixed deferred annuities (fixed annuities, including fixed indexed annuities), single premium immediate annuities
(SPIAs) and variable deferred annuities as its principal products. The following is the division’s primary strategy:

« Drive profitable growth by selling annuities through financial institutions and broker-dealers. We remain committed to
our two-pronged approach to expand product sales: deepening our existing distribution relationships and adding new
distribution partners. We believe our annuity products are aligned with the needs of the customers of our key
distribution partners and are well-positioned to accommodate changes in the interest rate environment. We are pleased
with the success of our fixed indexed annuity (FIA) sales, which were $1.58 billion in 2014, and we anticipate
continued strong production in 2015. We are also making targeted product enhancements to our FIA products,
including a death benefit rider launched in late 2014 as well as other enhancements planned for 2015. Our goal is to
reach over $3 billion of sales for the Retirement division in 2015.



Individual Life Division:

The Individual Life division, which is also reported as the Individual Life segment, offers retail and institutional products.
Principal retail products include universal life (UL) and term life insurance. Institutional products include bank-owned life
insurance (BOLI) and variable corporate-owned life insurance (COLLI). The following is the division’s primary strategy:

»  Broaden portfolio of retail products and expand sales through brokerage general agencies (BGAs). In 2014, we
expanded our relationships with BGAs and gained significant traction on sales of our guaranteed UL products. We
intend to further expand retail sales by deepening our existing BGA relationships. In 2014, we introduced a
survivorship UL product, and we plan to continue developing new product enhancements to align with the needs of
customers in the BGA market. We are striving to generate over $50 million of Individual Life sales in 2015.

The following discussion provides further information about each of our divisions.

Benefits Division
Overview

As a multi-line carrier, the Benefits division offers employment-based benefits products and services targeted primarily at
employers, unions and public agencies. These products and services include medical stop-loss insurance; group life, disability
income, and accidental death and dismemberment insurance (collectively, "group life and DI"); and limited benefit medical
insurance.

Our customers are primarily small and mid-sized employers that use knowledgeable employment-based benefits brokers,
consultants and insurance company representatives who understand their financial needs and employee profiles. We work
closely with employment-based benefits brokers, consultants and employers to design customized benefit plans that meet each
employer’s particular requirements. We believe that our experience and expertise in the employment-based benefits markets
provides us with opportunities to cultivate close distributor relationships and to provide employers with innovative and
customer-centric benefits plans.

We aim to maintain pricing discipline and focus on profitable growth, striving to underwrite and renew only business that
is in line with our long-term profitability target. The loss ratio, one of our key metrics of profitability, indicates the portion of
each dollar of premium that is used for policyholder claims. Our target loss ratio range for the Benefits division reflects the mix
of our businesses. For 2014, our target loss ratio range was 64% to 66%, and for 2015, the range was increased to 65% to 67%
to reflect continued growth of our group life and DI business, which is priced with higher target loss ratios.

Medical Stop-Loss

We provide medical stop-loss insurance to employers that self-fund their employee health plans. Employers that self-fund
pay all claims and administrative costs. Our product helps employers to manage health expenses by reimbursing individual
claim amounts above a certain dollar deductible and by reimbursing aggregate claims above total dollar thresholds. In addition,
we also offer underwriting services and consulting through our managing general underwriter (MGU). Our medical stop-loss
product and services are targeted primarily at entities with 200 to 5,000 employees. Medical stop-loss represented
approximately 83% of Benefits division premiums in 2014.

Medical stop-loss 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 annually at renewal 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. Additionally, we manage our profitability and risk by purchasing reinsurance coverage to limit our
exposure to losses. Refer to "— Reinsurance” for discussion of our reinsurance coverage.

Our market leadership in medical stop-loss insurance is evidenced by the size of our block of business and our strong
track record of profitability. We believe that over time this market is positioned for growth as additional employers continue to
explore self-funding options for complying with the Patient Protection and Affordable Care Act (PPACA). However, in the
short term, we face significant competition in this market, including from large and highly rated insurance carriers, many of
which use similar distribution channels and are increasing their focus on medical stop-loss. Pricing in the medical stop-loss
insurance market has proven to be cyclical over time, and there is significant competition for market share among the carriers.
We believe our consistent competitive pricing and customer service will facilitate long-term profitable growth.



Group Life and Disability Income

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 a set dollar amount. We offer basic and
supplemental benefits for group term life. We also offer 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. Group life and DI represented approximately 8% of Benefits division premiums in 2014.

Our group short- and long-term disability income insurance protects an employee against loss of income due to illness or
injury. Our group short-term disability (STD) income coverage generally provides benefits for up to 26 weeks following a short
waiting period. Our group long-term disability (LTD) income coverage provides benefits following a longer waiting period and
provides benefits throughout prolonged periods of disability. Benefits can be a set dollar amount or based upon a percentage of
earnings. We utilize an advocacy-based approach to claims management, which focuses on providing personalized
administrative and clinical support. We believe this approach helps employers to effectively manage claims and encourages
positive outcomes. We also offer absence management services for fully insured policyholders.

There is strong sales competition for group life and DI products. As employers have focused on ensuring that their
medical coverage is in compliance with new PPACA rules, we have seen lower than expected quote activity in the marketplace.
Further, well-known insurers that are established in this market benefit from greater name recognition in this heightened
competitive environment. However, over time we expect that our strong relationships with benefits brokers and strong service
culture will help us drive growth in the market.

Pricing for group life and DI products varies based on the size of the account. Premium rates for smaller groups reflect
the benefit plan, demographics, industry, and location of the employer. Rates for larger groups also incorporate the group’s
claims experience using credibility factors. Recent historical case-level experience is examined over time, typically three to five
years for LTD and one to three years for STD, in the rate setting process. Initial rates are guaranteed for a fixed period of time,
which is typically three years and renewed bi-annually thereafter. We are seeking to build scale in this line of business over
time. Therefore, total expenses, including claims and operating expenses, are expected to exceed revenues in 2015. Due to the
current small size of our block, we expect volatility in our results.

We continue to invest in our infrastructure for our growing group life and DI business. This includes continued
development of our administration and leave management systems, which provide integrated claim administration abilities
across our products and allow for flexibility in plan design. By providing absence management services along with our suite of
group life and DI products, we believe we provide an attractive value proposition for our clients.

Part of our pricing strategy includes the transfer of certain levels of risk through reinsurance arrangements. Refer to "—
Reinsurance" for discussion of our reinsurance coverage. We may continue to increase our retention of risk related to these
products as the business grows.

Limited Benefit Medical

Our limited benefit medical insurance is a fixed indemnity plan sold to employers as health coverage for employees not
otherwise eligible to participate in major medical plans, including employees that are part-time, seasonal or temporary workers.
Limited benefit medical insurance can also serve as supplemental coverage to major medical insurance. Limited benefit medical
represented approximately 9% of Benefits division premiums in 2014.

Our product does not qualify as minimum essential coverage under PPACA and is exempt from other provisions and
restrictions under the act. While this limits the market for our product, we believe that there continues to be attractive
opportunities for limited benefit medical coverage to supplement employers' high-deductible or minimum essential coverage
plans. Certain PPACA provisions initially expected to be implemented in 2014 have been delayed until 2015 and beyond, and
some provisions remain subject to legal challenges. We continue to monitor legal and regulatory developments in this area.

Limited benefit medical pricing reflects expected utilization of benefits, based on employer contribution and employee
participation levels. Pricing and underwriting factors include the employer group’s demographic composition (including the
age, gender and family composition of the employer group’s members), and the employer’s industry, geographic location, and
regional economic trends. The claim experience of each employer group is reviewed annually at renewal and repriced for
alignment with our pricing targets.



Distribution

We sell our employment-based benefits products through several types of distributors, including third party administrators
(TPAs), brokers, consultants and administrative services only (ASO) insurance carriers. ASOs are fully-insured carriers that
offer administrative services to employer self-funded health plans and also distribute medical stop-loss insurance to those
employers. We aim to leverage our leadership position in the medical stop-loss market to continue expanding sales of other
employment-based benefits products and build our reputation as a multi-line carrier.

We work closely with our distribution partners to ensure that we are well-positioned to offer benefits solutions to
employers that participate in private health insurance exchanges. Our limited benefit medical product is currently offered on
exchanges, and we are focused on expanding sales through this channel. We believe our strong relationships with premier
benefits brokers across the country provide a platform for distributing our products and driving sales growth. Additionally, we
plan to expand our network of benefits brokers and consultants to further increase our sales opportunities.

The following table sets forth sales in our Benefits segment, which represent annualized first-year premiums, net of first
year policy lapses:

For the Years Ended December 31,

2014 2013 2012
(In millions)
Medical STOP-10SS ...cveiuieiieieie e $ 1137  $ 950 $ 131.4
Group life @nd DI .....ccoiiiiiiie e 37.0 27.7 15.6
Limited benefit medical .........ccovvviiciic e 16.0 8.2 12.3
TOtal BENETIES SAIES.......uvieiieiiii et erra e $ 166.7 $ 1309 $ 159.3
Percentage of sales from top 5 Partners........cccocevevvveieeieeiene s 31.9% 34.9% 27.9%

Our sales represent new policies sold during the year and do not include renewals of existing policies, while our revenue
reflects premium earned on both new and renewal policies. The majority of our business consists of one-year policies,
approximately half of which renew annually in January, and we focus on writing profitable business. We have the opportunity
to review and adjust pricing at renewal; however, there is also the risk that some of the policies may lapse. We believe that
having close relationships with our key distribution partners is important to retaining and growing our business. As of
December 31, 2014, 15.0% of our annual premium was related to policies sold or renewed through one benefits broker. This
broker accounted for 11.1% of 2014 sales.

Retirement Division

Our Retirement Division provides products that help our customers prepare for retirement. We believe consumers are
focused on accumulating savings, which will continue to drive demand for annuity products that help them to supplement their
social security and other retirement benefits with reliable retirement income, even in a low interest rate environment. We
believe our product offerings, including our FIA product, provide opportunities for clients seeking competitive returns along
with protection of principal. We also believe that, as employers continue to replace traditional pensions with defined
contribution plans, we will benefit from the consumer’s decision to roll over their funds to qualified products including IRAs or
Roth IRAs at retirement. It is our goal to attract and retain these customers by offering products that address their evolving
needs and by providing excellent service to our distribution partners and contract holders.

Deferred Annuities
Overview

Our Deferred Annuities segment offers fixed deferred annuities, including traditional and FIA, 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, respectively, 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 (i.e., annuities sold in connection with tax-favored retirement arrangements) and non-
qualified annuities to individuals, mainly through financial institutions and broker-dealers.



Products
Fixed Annuities

We offer fixed single premium deferred annuities that require a premium payment at time of issue, offer an accumulation
period and provide an annuity payout period beginning at some future date. Our fixed annuities include both traditional fixed-
rate and FIA products. As of December 31, 2014, we had $11.06 billion of account values associated with traditional fixed
annuities, and $3.31 billion of FIA account values.

Our fixed annuity contracts are supported by our general account, and interest is generally credited on a tax-deferred basis
to the contract owner. Our earnings from fixed annuities are based upon the spread between the returns we earn in our general
account on our investment of premiums and the crediting rate offered to contract holders, less acquisition and administrative
expenses.

Our most popular traditional fixed-rate products are our Custom and Select annuities. Our Custom products offer a five or
seven-year surrender charge period and a choice of three-, five-, or seven-year initial guaranteed interest rate periods. After the
initial guaranteed interest rate period, the crediting rate for any given deposit is subject to change annually at our discretion,
subject to the minimum guaranteed rate specified in the contract. Our Select products have a guaranteed credited rate
throughout the surrender charge period.

Our FIA products provide contract holders a choice of a traditional fixed-rate account and one or more indexed accounts.
Indexed accounts allow the contract holder to elect an interest rate linked to the performance of an index, such as our most
popular option, the Standard & Poor’s 500 Index® (S&P 500). Contract holders may also select their crediting method, which
can be based on the net change in the index for the interest term or a monthly average. The indexed interest rate is guaranteed
never to be less than zero and cannot exceed the cap rate set at the beginning of each interest term. Indexed interest is credited
at the end of each term, generally annually. At each renewal date, a contract holder may elect to change allocations, and we
have the opportunity to re-price the indexed component (i.e., reset the cap rate) and change the interest rate in the fixed-rate
account, subject to contractual guarantees. We endeavor to hedge our exposure to changes in the reference indexes for the
current interest term by transacting in options and futures that are correlated to the indexed account allocations selected by our
contract holders. Some of our FIA products offer an optional guaranteed minimum death benefit rider, which provides a lump-
sum death benefit to beneficiaries.

We determine the crediting rates for our fixed products based upon competitive factors, portfolio earnings rate, prevailing
market rates, product profitability and our judgment as to the impact any change would have on our relationships with our
customers and distribution partners. We determine cap rates on new FIA deposits based on financial market conditions,
including interest rates and option prices, the competitive environment, and other actuarial assumptions. We have adjusted, and
will continue to adjust, crediting rates and cap rates on new and in-force business as we work to maintain adequate interest
spreads.

The following table presents our fixed account values, including FIA, by lifetime minimum guaranteed crediting rate and
differences from the current crediting rate, in basis points (bps), as of December 31, 2014.

Account Values

At Contractual 1 -50 bps Above 51 -150 bps Above  More than 150 bps
Lifetime Contractual Minimum Minimum Minimum Minimum Above Minimum
Guaranteed Interest Rate Guarantee Guarantee Guarantee Guarantee Total
(In millions)
Fixed Annuities
1.09% (1) oo $ 2,7082 $ 3056 $ 2,3980 $ 1,7156 $  7,127.4
1.5%.ccciiieiiiee e, 1,598.0 1,048.2 2,175.9 416.3 5,238.4
2.0%...cccciiiiie e, 20.8 — — — 20.8
3.0 —35%..ccccciiiiiiiiiienen, 882.8 — — — 882.8
>3.5%0 i 1,045.0 — — — 1,045.0
L0 ] | SR $ 6,254.8 $ 13538 $ 45739 $ 21319 $ 14,3144
Percentage of Total ...........cccooeenee. 43.7% 9.4% 32.0% 14.9% 100.0%

(1) The amount at contractual minimum guarantee includes $2,000.3 of FIA account values allocated to indexed accounts, which are subject to a 1.0%
minimum crediting rate over the lifetime of the contract.

Both our traditional and FIA contracts permit the contract owners to make withdrawals during the accumulation period.
Contract owners may withdraw all or part of the premium paid, plus interest credited to their accounts, subject to contract
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provisions, such as surrender charges, that vary depending upon the terms of the product. The contracts impose surrender
charges that typically vary from 7.0% to 9.0% of the amount withdrawn starting in the year of contract issue and decreasing to
zero over the next five- to seven-years. As of December 31, 2014, approximately $11 billion, or 72%, of the total account
values of our fixed annuities, including FIA, was subject to surrender charges. However, our contracts permit annual
withdrawals of up to 10% of the contract holders' account value without incurring surrender charges.

Many of our fixed annuity contracts have a guaranteed return of premium payment feature that may prevent us from
collecting the full amount of surrender charges if the contract is terminated in the early years. As of December 31, 2014,
approximately $8 billion of the total fixed account values, including FIA, has this feature. Of this amount, approximately $800
million was within the first year of the contract when surrender charges are highest.

A majority of our FIA products also have a market value adjustment (MVA) feature, which reduces, but does not
eliminate, our exposure to interest rate risk. The MVA feature provides for an adjustment to amounts withdrawn or surrendered
from the annuity contract. The adjustment is based on the change (positive or negative) in an outside reference interest rate
specified in the contract, for example the yield on a corporate bond index. This may result in a positive or negative adjustment
upon surrender or withdrawal, depending on the reference interest rates and subject to contractual minimum guarantees.

We price our products based upon our expected investment returns and our expectations for mortality 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 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, including any special reserve and capital requirements, and
expenses we expect to incur.

Variable Annuities

We offer variable deferred annuities that allow the contract holder to allocate their premium to separate account
subaccounts that each invest in shares of a designated mutual fund. Like a fixed annuity, a variable annuity has an accumulation
period and a payout period. There is no guaranteed minimum rate of return for these investments, however, and the contract
owner bears the entire risk associated with the performance of the subaccounts, subject to any guaranteed minimum death
benefit (GMDB). The majority of our GMDB risk on our variable annuities is reinsured. We do not offer guaranteed living
benefits on our variable annuities.

Variable annuities provide us with fee revenue in the form of mortality and expense risk charges, flat-fee annual contract
charges and asset-related administration fees. The mortality and expense risk charge and asset-related administration fee are
applied to the contract owner’s assets in the separate account at annual rates ranging from 0.6% to 1.4%. We also earn fees from
some of the underlying mutual funds based on assets under management. As of December 31, 2014, we had $794.9 million of
variable account values held in our separate accounts.

Distribution

We distribute our deferred annuities primarily through financial institutions and broker-dealers, with sales and marketing
support provided by our wholesalers. By providing our distribution partners with high levels of service and attractive products,
we seek to cultivate strong relationships. The attractiveness of our products to distributors depends on many factors, including
the interest rates we credit initially and through the life of our traditional fixed annuity contract and the cap rates we offer on
our FIA products.

The following table sets forth sales in our Deferred Annuities segment, which represent deposits for new policies net of
first year policy lapses and surrenders:

For the Years Ended December 31,

2014 2013 2012
(In millions)
FIXEA ANNUITIES ... $ 10781 $ 903.1 $ 823.0
Fixed indexed anNUITIES. .......cc.ooiiiiiiiiiee e 1,582.2 1,298.0 292.6
Variable aNNUILIES ......ccvv et 19.1 42.4 31.0
Total Deferred ANNUILIES SAIES.........cviviriiriee e $ 26794 $ 22435 $ 1,146.6
Percentage of sales from top 5 Partners..........ccooeiiieiiiienieie e 58.1% 52.4% 59.8%
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While interest rates remain low relative to historical levels, expanded distribution relationships and improved
diversification of our product offerings, especially our FIA offerings, helped to drive higher sales of deferred annuities in 2014.

Each of our top five distribution partners contributed significantly to our 2014 sales. In 2015, we are focused on
continuing to expand distribution, deepening our existing relationships and adding new partners.

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 can be deferred several years into the future. As
of December 31, 2014, we had $1.17 billion of reserves associated with retail immediate annuities. In late 2012, we
discontinued sales of structured settlement annuities; however, we continue to service our existing block of business. As of
December 31, 2014, we had $5.31 billion of reserves associated with structured settlement annuities.

Our earnings from this segment are driven by the spread on our investment of contract holder deposits versus the interest
rate assumptions we used to set reserves for these contracts, less acquisition and administrative expenses. We are not able to
reset the rates on our Income Annuities' products, and therefore our spread is impacted by interest margin compression. During
periods of low interest rates, the investment assets backing these reserves are at risk of prepayment causing reinvestment at
lower rates, which reduces the margin we earn on our reserves.

The segment also has a portion of reserves, representing longer term liabilities, that are supported by equity and equity-
like investments. Earnings on most of these securities are driven by changes in fair value which are recognized in realized gains
(losses) and not reflected in net investment income, adjusted operating income, or interest spread metrics. However, we expect
returns on these equity investments to increase long term net income over time. Further, earnings increase or decrease on the
contracts that contain life contingent payments depending upon our mortality experience. Mortality gains and losses represent
the difference between actual and expected reserves released on our life-contingent annuities. Mortality experience is volatile
and can fluctuate significantly from period to period.

We are focused on generating sales of period-certain SPI1As that are shorter-duration and reduce our reinvestment risk
relative to longer-term annuities, and we have added new distribution partners to help drive sales of this product. We believe
that demand for retirement income products will be driven by the demographic trend of a greater number of people approaching
retirement age coupled with their need for sources of dependable retirement income to serve as a bridge between retirement and
social security payments or to last for their entire lives. However, we expect SPI1A sales will continue to be pressured by the low
interest rate environment.

Products
Immediate Annuities

Immediate annuities provide for contractually guaranteed payments that typically begin within one year of issue. In
exchange for a single premium, immediate annuities provide a fixed amount of income for either a defined number of years, the
annuitant’s lifetime or the longer of the two. Certain products, known as longevity annuities, enable the customer to select a
payment start date several years after contract purchase, which we believe provides customers with a cost effective means of
funding a future income stream.

Generally, our immediate annuities do not provide for surrender or policy loans by the contract holder. We offer a
liquidity feature on certain products 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 the death of the annuitant.

We price immediate annuities using industry-produced annuity mortality information, our mortality experience and
assumptions regarding annuitant longevity, as well as assumptions regarding investment yields at the time of issue and
thereafter.

Structured Settlements

Structured settlement annuities, which are long-term in nature, are typically purchased for the benefit of an injured
claimant to guarantee a fixed benefit stream and generally do not permit surrender or borrowing against the amounts
outstanding under the contract. Although we no longer sell these products, we continue to service our existing block of
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business, and we endeavor to maintain profit margins on this block of business through disciplined asset-liability management,
which includes investing in commercial mortgage loans and equities.

We offer funding services to existing payees whose financial circumstances may have changed from the time they
originally received a structured settlement. Our funding services provide a lump sum payment to replace future benefit
payments.

Distribution

We distribute our SP1As primarily through financial institutions, BGAs and broker-dealers, with sales and marketing
support provided by our wholesalers.

The following table sets forth sales in our Income Annuities segment, which represent deposits for new policies:

For the Years Ended December 31,

2014 2013 2012
(In millions)
S A e e et e e e e s e e e e araee e $ 3188 ¢ 2030 $ 173.5
Structured SELHIEMENLS ......cviiiiieice e e — 75 84.7
Total INCOME ANNUILIES SAIES ......iiiviiiceii et $ 3188 $ 2105 $ 258.2
Percentage of SPIA sales from top 5 Partners .........cocoveeriiieiene e, 41.5% 40.6% 32.1%

We compete with a large number of life insurance companies in the single premium immediate annuity marketplace. We
continue to see long-term growth prospects for SP1As based on demographics. Our experience with mortality and longevity
risk, combined with disciplined pricing, drive our product designs and ultimately contribute to our competitiveness in the
marketplace.

Individual Life Division
Overview

Our Individual Life division sells life insurance products that focus on the creation and protection of our clients' wealth
by providing products that protect against financial hardship or preserve wealth as part of an estate plan. We offer universal life
insurance products that provide protection for the insured, and may include a buildup of cash value that can be used to meet the
policyholder’s financial needs during his or her lifetime. Our individual term life products provide life insurance coverage with
guaranteed level premiums for a specified period of time, with little or no buildup of cash value. We also offer institutional life
insurance products to banks and other corporate institutions to insure the lives of their employees, usually officers and other
highly compensated employees.

For our universal life products, earnings are driven by investment margins, risk charges on policyholder account balances
relative to mortality experience, and expense margins (charges assessed to our policyholders less expenses incurred to manage
our business). Mortality experience also drives earnings on our term and traditional life products. For our BOLI product,
earnings are driven by return on assets (ROA), which includes investment margin, cost of insurance revenue, and mortality
experience. BOLI ROA is calculated as total revenues, including net investment income and cost of insurance charges, less total
policyholder benefits and claims as a percentage of BOLI account values.

Products
Universal Life Insurance

We offer universal life insurance products with a range of product and secondary guarantee features. These provide
policyholders with death benefit coverage while accumulating assets on a flexible, tax-favored basis, and may include the
ability to access the cash value of the policy through a policy loan, partial withdrawal, or full surrender. Our most popular UL
product carries a secondary guarantee in the form of a lapse protection benefit (LPB) rider, offering guaranteed premiums while
potentially maintaining some cash accumulation value. In 2014, we introduced a survivorship UL product, which offers the
ability to insure two lives and provide for estate planning through payment of the death benefits upon the death of the second
insured. We also offer single premium life (SPL), which provides a lifetime death benefit for a single premium payment.

We credit premium payments and interest to the policyholder’s account, and we deduct expense and risk charges. The
mortality risk charge is referred to as cost of insurance charges (COIl), which generally increases from year to year as the
insured ages. Most of our UL policies also include surrender charge provisions for early termination and partial withdrawals.
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We credit interest on policyholder account balances at a rate determined by us, subject to a contractually guaranteed
minimum rate. Our UL products have provisions that allow crediting rates to be reset at contractually-defined intervals, subject
to minimum crediting rate guarantees. We determine crediting rates based upon competitive factors, portfolio earnings rates,
prevailing market rates, product profitability and our judgment as to the impact any change would have on our relationships
with our customers and distribution partners. We have adjusted, and will continue to adjust, crediting rates on new and in-force
business as part of our efforts to maintain adequate interest spreads.

The following table presents our account values by lifetime minimum guaranteed crediting rate and differences from the
current crediting rate, as of December 31, 2014:

Account Values

At Contractual

Minimum Above Minimum
Lifetime Contractual Minimum Guaranteed Interest Rate Guarantee Guarantee Total
(In millions)

Universal Life Insurance

52,000 — 3.0%0...ciiiiieee e $ 741 $ 764 $ 150.5

33,000 — 4.0%0...ccc i 326.5 215.3 541.8

S4.0% — 5.000..ccciiiiiie 75.8 0.1 75.9
(0] - | $ 4764 $ 2918 $ 768.2
Percentage of Total........ccocooiiiiieiiii e 62.0% 38.0% 100.0%

For statutory reporting, the reserves supporting our UL policies with secondary guarantees are mandated by the Valuation
of Life Insurance Policies Model Regulation, which is further clarified in Actuarial Guidelines 30 and 38. As a result of higher
sales of our guaranteed UL products, we have experienced growth in these required statutory reserves.

Based on detailed and conservative actuarial analyses, many in the industry have concluded that a portion of these
statutory reserves will not be needed to pay claims, except in extremely unlikely scenarios. This portion is frequently referred to
as the non-economic reserve, and life insurers have entered into various transactions to finance these amounts at a lower cost of
capital than is required to support other reserves. During 2014, we implemented reserve financing for up to $107.2 million of
non-economic reserves for certain UL policies with secondary guarantees issued between 2012 and 2014, utilizing an
intercompany reinsurance arrangement with a captive reinsurance subsidiary. The transaction lowers our costs in supporting the
statutory reserves associated with these policies and allows us to more effectively manage risk and statutory capital.

Term Life Insurance

We offer term life products that provide a guaranteed benefit upon the death of the insured while the coverage is in force.
Our term life policies have little to no cash value buildup and therefore rarely have a payout if a policyholder allows the policy
to lapse.

As of December 31, 2014, we had $160.7 million of reserves, net of reinsurance, associated with our term life and other
traditional life products. The impact from statutory reserves mandated by the valuation of term life insurance policies model
regulation, also known in the insurance industry as XXX deficiency reserves, is minimal.

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

Institutional Products

Our institutional products include our fixed rate BOLI and our variable COLI products, which are commonly used by
banks and other corporations as a tax-advantaged asset to fund employee benefit plans.

Our BOLI product offers customers a stable, low-risk investment with an attractive after-tax equivalent return. As of
December 31, 2014, we had $4.90 billion of BOLI account values. The majority of our BOLI policies have contractual
provisions that allow us to adjust the interest crediting rate periodically, based on the portfolio yield and claims experience,
subject to certain contractual minimums. We have adjusted, and will continue to adjust, crediting rates in our efforts to maintain
adequate interest spreads.
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The following table presents our BOLI account values by lifetime minimum guaranteed crediting rate and differences
from the current crediting rate, as of December 31, 2014. The table presents the lifetime gross contractual minimum guaranteed
interest rates for our BOLI policies, before COI charges and administration fees.

Account Values

At Contractual

Minimum Above Minimum
Lifetime Contractual Minimum Guaranteed Interest Rate Guarantee Guarantee Total
(In millions)
Bank Owned Life Insurance
51,090 — 2.000..uciiiiiee e $ — % 7793 $ 779.3
52,000 — 3.000.uuiiiiieie e — 749.3 749.3
33,000 — 4.0%0. e — 503.2 503.2
S4.0% — 5.0%0...ccciiiiecie e 745.0 2,125.6 2,870.6
0] | ORI $ 7450 $ 41574 $ 4,902.4
Percentage of TOtal........cccceveieriie i 15.2% 84.8% 100.0%

For the majority of our BOLI business, the underlying asset portfolios are earning sufficient returns to support crediting
rates higher than the guaranteed minimum. If portfolio rates decrease, we could gradually lower crediting rates towards the
minimums. We may experience volatility on results of our BOLI business due to the timing of claims incurred.

Our variable COLI product allows customers to allocate premium to either a separate account or a fixed account. The
separate account is divided into subaccounts that each invest in shares of a designated underlying mutual fund, and customers
elect their investment allocations within these subaccounts. The variable COLI account values will fluctuate based on returns of
the selected assets, less any COI charges and administration fees. As of December 31, 2014, we had $60.2 million of variable
COLI account values.

Underwriting and Pricing

Our underwriting policies are generally consistent across our Individual Life products. We believe our underwriting and
pricing practices are significant drivers of the consistent profitability of our life insurance business. We set pricing assumptions
for expected claims, lapses, investment returns, expenses and customer demographics based on our own relevant experience
and other factors. We strive to deliver competitively priced products for the marketplace by routinely reviewing and adjusting
our pricing as necessary in response to the regulatory, economic and competitive environment.

Most of our fully underwritten life insurance policies place each insurable applicant in one of six primary risk categories,
depending upon current health, medical history 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.

We consider each life insurance application individually and apply our guidelines to place each applicant in the
appropriate risk category. We may decline an applicant’s request for coverage if the applicant’s health or other risk factor
assessment is unacceptable to us. All underwriting decisions are made by our own underwriting personnel. We do not delegate
underwriting decisions to independent sales intermediaries.

For certain markets, we have developed specially priced products to support a "simplified issue" process. This process
enables us to reach applicants not served by traditional insurance agents. "Simplified issue" contracts are typically generated via
sales to retail bank customers and worksite sales to employees. Insurance coverage amounts are limited and separate
underwriting guidelines are applied for simplified issue policies.

We use reinsurance agreements to limit our exposure to mortality risk. We review our reinsurance coverage periodically to
balance risk management and pricing expectations. Refer to "— Reinsurance" for discussion of our reinsurance agreements. 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 for
managing our underwriting risks.

Distribution

We offer our life insurance products primarily through retail channels, including brokerage general agents, financial
institutions, independent agents, and financial advisers. We utilize specialty agents to distribute our BOLI and variable COLI
products.
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The following table sets forth sales in our Individual Life segment. Sales represent annualized first year premiums for
recurring premium products, or 10% of new single premium deposits, net of first year policy lapses and surrenders. BOLI and
variable COLI sales represent deposits for new policies:

For the Years Ended December 31,

2014 2013 2012
(In millions)

TOIM ITE e $ 33 §$ 27 % 2.2

TN T 7 | LSS 34.7 15.9 6.9
INAIVIAUAL SAIES......eiiivieiiii et be e e be e be e e be e rs $ 380 $ 186 $ 9.1
Percentage of Individual sales from top 5 partners .........ccccecoerenneninnicie e, 58.6% 59.1% 39.6%

BOLI ..ttt e e $ — % — 3 20.0

T o] L= O ] I PSS 1.0 45.0 —
INSELULIONAI SAIES.......viiciii it ba e be e rs $ 1.0 $ 450 $ 20.0

During 2014, individual sales increased as we deepened our existing BGA relationships and expanded our distribution
network. We believe there are opportunities to further increase our sales with existing partners in this market. Our guaranteed
UL product was our best selling product in 2014 and we believe it is well-positioned for this market. Our survivorship UL
product, introduced in 2014, has also been designed for this market. In addition, we seek to drive sales of term and SPL
products in the middle-market by leveraging our existing strong relationships with financial institutions.

The low interest rate environment has created a difficult sales environment for our BOLI product. It is less advantageous
for institutions to purchase this product when rates are low, and it is a highly competitive environment for insurers to capture
market share. Until interest rates rise, we have shifted our focus within institutional products to sales opportunities for our
variable COLI product, which is less sensitive to interest rates.

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. Generally, our life, health and annuity insurance products
compete with similar products offered by other large and highly rated insurers. In addition, our annuity products compete with
products offered by other financial services companies. Our ability to compete effectively is dependent on a number of factors,
including:

e product features;

e price, crediting rates and cap rates;

s commissions;

» the strength of our brand;

*  reputation;

e quality of service and related technological capabilities;

e financial strength ratings and other industry ratings;

e our ability to invest premiums and deposits in appropriate assets; and
« diversification of distribution channels.

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 contract holders may be able to obtain
more favorable rates from our competitors. Recent entrants to annuity markets may be willing to assume more risk in their
investment portfolios, allowing them to offer higher crediting rates that are more attractive to consumers. Additionally, our
ability to gain traction with new distribution partners may be impacted by a lack of consumer name recognition in certain

markets. However, we believe that our extensive distribution network, strong financial position, diverse business mix, and
disciplined investment management provides us with competitive advantages.
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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 (GAAP). We establish reserves at amounts that we expect to be
sufficient to satisfy our contractual obligations, and we release these reserves as those future obligations are extinguished. The
reserves we establish necessarily reflect estimates and actuarial assumptions with regard to our future experience, and 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 and healthcare costs. Therefore, we cannot
determine with complete precision the ultimate amounts we will pay for actual future benefits or the timing of those payments.
For further information on our accounting policies for reserves, see Item 7 — "Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Critical Accounting Policies and Estimates™ and Note 2 and Note 11 of the
consolidated financial statements.

Benefits

Our reserves for unpaid medical stop-loss, group life and limited benefit medical insurance claims are estimates of
reported losses that have not yet been settled, and incurred but not yet reported 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 short-term disability income claims also contain an estimate of future payments
due for current claims, to be made periodically (generally weekly) in accordance with the contractual terms of the policy.

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

Our deferred annuity products are considered investment-type contracts. Our fixed deferred annuity 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 accounts and any amounts needed to provide for additional benefits. Our FIA liabilities also include
an estimate of the fair value of the index-based interest guarantee in the contract, referred to as the value of the embedded
derivative.

Income Annuities

Reserves on our income annuity contracts are calculated as the present value of expected future contract holder benefits,
discounted for mortality and interest. The interest and mortality discount assumptions are based on purchase accounting
assumptions for the block of business written prior to August 2, 2004, which represents approximately 78% of reserves as of
December 31, 2014. For business written on or after August 2, 2004, the interest and mortality discounts are based on pricing
assumptions in effect when the business was written.

Individual Life

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 policyholder 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.
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Separate Account Assets and Liabilities

Separate account liabilities primarily represent the policyholder’s account balance in the separate account. These
liabilities are equal to the separate account assets, which are based on the net asset value of the shares of the underlying mutual
funds in which the separate account invests.

Investments

In managing our investments, we are focused on disciplined matching of our assets to our liabilities and preservation of
principal. We aim to reduce and manage credit risk by focusing on capital preservation, fundamental credit analysis and value-
oriented security selection. Our investment portfolio consists in large part of high quality fixed maturities and commercial
mortgage loans, as well as a smaller allocation of high-yield fixed maturities, marketable equity securities, investments in
limited partnerships (tax credit investments and alternative investments), and other investments. For further information on our
investment portfolio, see Item 7 — "Management’s Discussion and Analysis of Financial Condition and Results of Operations
— Investments."

We have contracted with professional investment advisers to invest the majority of our assets. White Mountains Advisors
LLC (WMA), a related party, and other advisers manage the majority of our investment portfolio. Effective January 1, 2015, we
entered into a new agreement with WMA and brought in-house certain portfolio management services and employees,
including our new Chief Investment Officer. WMA continues to invest the majority of our investments. We originate and
manage our commercial mortgage loan portfolio internally.

We separate our investments into distinct portfolios and align them to our segments. 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 using several portfolio metrics, including effective duration, yield curve sensitivity,
convexity, liquidity, asset sector concentration and credit quality.

We primarily invest in the following types and durations of assets for our segments:

« Deferred Annuities. We invest in medium duration corporate bonds, mortgage-backed securities, commercial
mortgage loans and a modest amount of below investment grade bonds. We also take positions in equity index call
options to economically hedge exposure to equity markets related to our FIA product liabilities.

< Income Annuities. The Income Annuities segment has liability payments that extend well beyond 40 years.
Therefore, we invest the majority of the segment’s portfolio in long duration corporate bonds, mortgage-backed
securities and commercial mortgage loans, and a modest amount of below investment grade bonds. In addition, we
invest in equities and, beginning in 2014, a hedge fund to support a portion of the liability payments due more than
25-30 years in the future.

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

« Other. We invest in corporate bonds and equities, commercial mortgage loans, tax credit investments, alternative
investments (private equity and hedge funds) and a modest amount of below investment grade bonds.

Additionally, in connection with certain products and investments, we use a variety of strategies to manage the associated
risks, including the use of derivative instruments, primarily options, futures, interest rate swaps and foreign currency swaps and
forwards. We have established policies for managing each of these risks, including controls over derivatives designed to prevent
market-making and other speculative activities. See Note 6 of the consolidated financial statements for further discussion.

See "Item 7A. Quantitative and Qualitative Disclosures about Market Risk" for a discussion of market risks associated
with our investments.

Reinsurance

We engage in the industry practice of reinsuring portions of our insurance risk with reinsurance companies through both
automatic and facultative reinsurance agreements. In a reinsurance transaction, a reinsurer agrees to indemnify another insurer
for part or all of its liability under a policy or policies it has issued for an agreed upon premium. 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.

17



We use reinsurance primarily in our Benefits and Individual Life divisions to spread our risks, limit losses and minimize
exposure to significant risks. We may obtain reinsurance for capital requirement purposes and when the economic impact of the
reinsurance agreement makes it appropriate to do so. We also utilize an intercompany reinsurance agreement to manage our
statutory capital position. The following summarizes our reinsurance coverage by line of business:

*  Medical stop-loss. We reinsure medical stop-loss risk exceeding $1.5 million per individual, and $1.0 million for
aggregate claims.

«  Group life & DI. We typically reinsure group life claims exceeding $0.25 million per individual, per line of
coverage. For policies issued on or after April 1, 2014, we reinsure 75% of our long-term disability risk. For
policies issued on or after August 1, 2014, we fully retain our short term disability risk. Our maximum DI
exposure is typically $2,500 per month per life. We further reinsure 100% of our retained risk for group life
claims in the event of a catastrophe (for example, acts of terrorism or natural disaster).

* Individual life. We reinsure mortality risk related to universal life, term, BOLI and variable COLI products. Our
term products are mainly 50% reinsured on a first dollar quota share basis, where the reinsurer shares
proportionately in claims paid. Our other products are reinsured on an excess of retention basis where the
reinsurer agrees to reimburse claims over a set limit. In all cases, the maximum exposure we retain for new
business is $3.0 million per life.

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. To mitigate our exposure to this credit risk, we obtain reinsurance from a diverse group of
reinsurers, and we monitor concentration and financial strength ratings of our principal reinsurers.

We had reinsurance recoverables of $328.7 million and $310.8 million as of December 31, 2014 and 2013, respectively.
As of December 31, 2014, our largest reinsurer, RGA Reinsurance Company, represented 35.4% of the overall recoverables,
and had an A.M. Best rating of A+. Under various treaties, RGA reinsures the risk of a large loss on certain term life, universal
life and medical stop-loss insurance policies, and provides reinsurance related to group life insurance products offered by our
Benefits segment, including our catastrophe coverage.

For more information regarding our risks in using reinsurance arrangements, see Item 1A — "Risk Factors." For more
information regarding our reinsurance program and recoverables, see Note 10 of the consolidated financial statements.

Enterprise Risk Management

We actively manage, measure, and monitor the risks associated with our business. At the corporate level, the Chief
Financial Officer has been designated as the Chief Risk Officer (CRO) to lead our ERM function. We have established an
enterprise risk committee (ERC), which includes management from across the Company with knowledge of our business
activities. The mission of our ERM function is to support the achievement of our strategic priorities by:

«  Providing a comprehensive view of the risks facing the Company, including risk concentrations and correlations;

e Assisting management in setting specific risk tolerances and limits that are measurable, actionable, and comply with
our overall risk philosophy;

e Communicating and monitoring our risk exposures relative to set limits and recommending or implementing
mitigating strategies; and

e Providing insight to management on growing the businesses and achieving optimal risk-adjusted returns within
established guidelines.

Our board of directors and its committees review reports and analyses on significant risks identified by the CRO and other
management on at least an annual basis. Board committees that oversee aspects of our risk management related to specific areas
regularly report to the board of directors.

We continually consider the efficiency and effectiveness of our ERM process, and, when appropriate, incorporate
methodology changes, policy modifications and emerging best practices.

Financial Strength Ratings

The Nationally Recognized Statistical Ratings Organizations continually review the financial performance and condition
of most insurers and provide financial strength and issuer credit/default 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.
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We believe that our strong ratings are an important factor in maintaining public confidence and marketing our products to
distributors and customers, since ratings information is broadly disseminated and generally used throughout the industry. Our
ratings reflect each rating agency’s opinion of our financial strength, operating performance and ability to meet our obligations
to policyholders and are not evaluations directed toward the protection of investors. Such ratings are neither ratings of securities
nor recommendations to buy, hold or sell any security, including our common stock.

Symetra Financial Corporation (SFC) and two of its life insurance company subsidiaries, Symetra Life Insurance
Company (SLIC) and First Symetra National Life Insurance Company of New York (FSNLNY), are rated by A.M. Best;
Standard and Poor’s (S&P); Moody’s; and Fitch as follows, as of December 31, 2014:

A.M. Best S&P Moody’s Fitch
Financial Strength Ratings
sLIC A A A3 A+
""""""""""""""""""""""" (Excellent) (Strong) (Low Risk) (High Quality)
A A A+
FSNLNY .o, (Excellent) (Strong) NR* (High Quality)
Issuer Credit/Default Ratings
SFC bbb+ BBB Baa3 A-
"""""""""""""""""""""""" (Good) (Adequate) (Moderate Risk) (High Quality)
at A * *
SLIC ------------------------------------- (Excellent) (Strong) NR NR
at A
FSNLNY ..o, (Excellent) (Strong) NR* NR*

*"NR" indicates not rated

In addition to the ratings in the table above, SLIC and FSNLNY are both rated by A.M. Best as XV in Financial Size
Category (FSC) rankings, which is the 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.

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 company subsidiaries on a solicited
or unsolicited basis.

Regulation

Our insurance operations are subject to a wide variety of laws and regulations. State insurance laws and regulations
govern most aspects of our insurance businesses, and our insurance company 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 federal, state and local tax laws. In addition, variable annuity contracts and variable life insurance contracts
(together, variable contracts) issued by our insurance company subsidiaries are securities. Unless offered pursuant to an
exemption, these contracts are registered as such under the Securities Act of 1933 (the "1933 Act") and, as a result, the
Securities and Exchange Commission (SEC) regulates their offer and sale.

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 are also sensitive to changes in regulations that may affect their ability or desire to
purchase or distribute our products.
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The following discussion should be read in conjunction with the notes to our consolidated financial statements, as well as
the risk factors included in Item 1A — "Risk Factors" and the discussion included in Item 7 — "Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources."

Insurance Regulation

Our insurance company subsidiaries are licensed and regulated in all states in which they conduct insurance business, and
all forms and rates are filed for approval in states where required. In many instances, the laws and regulations originate from the
National Association of Insurance Commissioners (NAIC), which provides standardized insurance industry model laws and
regulations, and standardized accounting and reporting guidance. The extent of this regulation varies, but most states have
broad administrative power dealing with many aspects of our insurance company subsidiaries’ business. These laws and
regulations govern the financial condition of insurers, including standards of solvency, types and concentration of investments,
establishment and maintenance of reserves, credit for reinsurance, insurer use of captive reinsurance companies, mergers, and
requirements of capital adequacy, establishing minimums for guaranteed crediting rates on life insurance policies and annuity
contracts, corporate governance standards for insurers, and the business conduct of insurers, including marketing and sales
practices, underwriting practices, privacy, agent appointments, and claims handling.

State insurance departments monitor our market conduct by examining our policies, procedures and practices from time
to time through market conduct examinations and/or market analysis. Similarly, claims handling policies, procedures and
practices are monitored by the states through claims examinations. 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 company subsidiaries are
described below.

Insurance Holding Company Regulation

All states in which our insurance company 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 periodic 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 surplus is the excess of admitted assets over
statutory liabilities. See Note 16 to the consolidated financial statements for further discussion of statutory-basis information.
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.

OnJuly 1, 2014, following the receipt of required regulatory approvals, our primary life insurance company subsidiary,
Symetra Life Insurance Company, changed its state of domicile (redomesticated) from the state of Washington to the state of
lowa. Accordingly, the lowa Insurance Division now serves as Symetra Life Insurance Company’s domiciliary regulator.

Policy Forms

Our insurance company subsidiaries’ policy forms are subject to regulation in every state in which such policies are
offered. In most states, policy forms must be filed (and, in most cases, approved) 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 our debt obligations, payment of dividends to stockholders, and stock repurchases. The payment
of dividends or other distributions to Symetra by its primary insurance company subsidiary is regulated by the insurance laws
and regulations in lowa, its state of domicile. In lowa, 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 lowa 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
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« 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 earned surplus. In
addition, insurance regulators may prohibit the payment of ordinary dividends or other payments by our insurance company
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.

Regulatory Examinations

At any given time, a number of financial, market conduct or other examinations of the Company’s subsidiaries may be
ongoing. From time to time, regulators raise issues during examinations or audits of the Company’s subsidiaries that could, if
determined adversely, have a material impact on the Company. To date, no such insurance department examinations have
produced any significant adverse findings regarding any of the Company’s insurance company subsidiaries.

Statutory Examinations

As part of their regulatory oversight process, state insurance departments conduct periodic detailed examinations
(generally every three to five years) 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 NAIC. During the three-year period ended December 31, 2014, we have not received any
material adverse findings resulting from any insurance department examinations of our insurance company subsidiaries.

Market Conduct Regulation Examinations

As part of their oversight process, state insurance departments also conduct periodic detailed examinations of market
conduct practices of insurance companies selling life insurance, accident and health insurance, and annuity contracts in their
jurisdictions. These examinations cover marketplace activities of life insurers, including the form and content of advertising and
other disclosures to consumers, product illustrations, suitability determinations, replacement of contracts and other sales
practices, underwriting practices, handling of complaints, claims handling and processing practices and agent appointment
practices. Often market conduct examinations are focused on a single or a few practices that are of particular interest to state
insurance departments. Market conduct examinations may be conducted by one state insurance department, or by departments
of several states acting jointly.

In connection with a department of insurance market conduct examination of Symetra’s life insurance company
subsidiaries, Symetra Life Insurance Company entered into a Regulatory Settlement Agreement in November 2014 with 47
states concerning its unclaimed property practices. Under the terms of this agreement, Symetra Life Insurance Company has
agreed to certain business practice initiatives concerning its use of the Social Security Death Master File database.

Guaranty Associations and Similar Arrangements

Most states require life insurers that 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. In the
event of an insolvency, 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. Although the Company cannot predict the amount of any future assessments, most insurance
guaranty fund laws currently provide that an assessment may be excused or deferred if it would threaten an insurer’s own
financial strength.

Change of Control

The laws and regulations of the states in which our insurance company 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.
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Policy and Contract Reserve Sufficiency Analysis

Under the laws and regulations of their states of domicile, our life insurance company 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 company subsidiaries submit these
opinions annually to applicable insurance regulatory authorities. For further information on the results of our 2014 statutory
reserve adequacy analysis, see Item 7 — "Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources."

NAIC Initiatives

The NAIC Risk Management and Own Risk and Solvency Assessment (ORSA) Model Act requires larger insurers to
assess the adequacy of their and their group’s risk management and current and future solvency position. The ORSA Model Act
requires the filing of an ORSA Summary Report, which is a summary of an insurer’s self-assessment of the material and
relevant risks associated with its business plan and the sufficiency of capital to support those risks. We have had advanced
discussions with the lowa Insurance Division in anticipation of this filing and will file an ORSA Summary Report in 2015.

The NAIC also adopted amendments to the Model Insurance Holding Company System Regulatory Act and Regulation
(the "Holding Company Amendments™), which will be required for state accreditation effective January 1, 2016. The Holding
Company Amendments require insurers to make an annual filing of an enterprise risk report that identifies all of the material
risks within the insurance holding company system that could pose enterprise risk to the insurer. We expect to file an enterprise
risk report in 2015 with the lowa Insurance Division.

In November 2014, the NAIC approved the Corporate Governance Annual Disclosure Model Act and the Corporate
Governance Annual Model Law Regulation (the "Corporate Governance Models"), which will provide insurance regulators a
means to collect information on the corporate governance standards of insurers on an annual basis. Under the requirements of
the Corporate Governance Models, U.S. insurers will be required to submit a Corporate Governance Annual Disclosure, which
will include the insurer’s corporate governance framework, the policies and practices of its board of directors and its significant
committees, its policies and practices for directing senior management, and the processes by which its board of directors, its
committees and senior management ensure an appropriate level of oversight. The new disclosure requirements are expected to
apply beginning in 2016, although lowa has not yet adopted the Corporate Governance Models.

In 2012, the NAIC approved a new valuation manual containing a principles-based approach to life insurance company
reserves. The valuation manual containing the principles-based approach will not become effective unless it is enacted in law
by a minimum number of state legislatures. A number of insurance commissioners have opposed the current form of the
principles-based approach. The compliance and accounting costs to comply with a principles-based reserving requirement
cannot be predicted at this time.

During 2014, the NAIC adopted a new framework for addressing life insurers’ use of affiliated captive insurers,
particularly the use of captive insurers to finance reserves associated with term life insurance policies and universal life
insurance policies with secondary guarantees. The new framework provides an overall plan for more transparent treatment of
such transactions and, prospectively for new transactions, addresses the type and quality of assets that may be used to support
the required reserves, and prescribes new reserve calculation requirements. During 2014, Symetra Life Insurance Company
established a captive insurance subsidiary, Symetra Reinsurance Corporation, which entered into a 25-year transaction to
finance up to $107.2 million of reserves related to universal life insurance policies with secondary guarantees issued on or
before December 31, 2014. Certain aspects of the new framework (primarily those related to disclosure) will be applicable to
the reserve financing transaction entered into by Symetra Life Insurance Company and Symetra Reinsurance Corporation. Any
future reserve financing transactions that we enter into using a captive insurance company will be required to comply with all
aspects of the new framework.

During 2014, the NAIC Employee Retirement Income Security Act (ERISA) Working Group released a draft white paper
exploring trends in stop-loss insurance, particularly related to the implementation of PPACA and identifying issues that state
insurance departments should be aware of when regulating such policies. Key among the issues for the Working Group is
educating small employers regarding their obligations if they choose to self-fund their employee health plans, a trend that is
anticipated to increase in reaction to the implementation of PPACA. We cannot predict what, if any, changes may result from
any recommendations regarding the regulation of stop-loss insurance that may be contained in the final paper. Similarly, there is
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renewed interest by state insurance regulators in limiting the ability of small, self-insured employers from using stop-loss
policies with very low attachment points. Although not a market we operate in, we cannot predict whether state interest in
regulating attachment points may expand beyond the current focus on the small group market. If applicable insurance laws are
changed, our ability to compete effectively in certain markets may be adversely affected.

Surplus and Capital Requirements

Insurance regulators have the discretionary authority, in connection with the ongoing licensing of our insurance company
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 company subsidiaries present a material risk that any such regulator would limit the amount
of new policies that our insurance company subsidiaries may issue.

Risk-based Capital

The NAIC has established risk-based capital (RBC) standards for life insurance companies, as well as a model act with
standards 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 and market risks, and business risk. For each category, the capital requirement is determined by applying factors to
various asset, premium, face amount, and 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, 2014, the risk-based capital of each of
our life insurance company 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, 2014, Symetra Life Insurance Company, our primary insurance
company subsidiary, had a risk-based capital ratio of 474%, which exceeded the minimum company action RBC requirement of
100%.

Statutory Accounting Principles

Statutory accounting principles (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 of 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 company subsidiaries may pay to us as dividends. The values for assets, liabilities and equity reflected in financial
statements prepared in accordance with GAAP will generally be different from those reflected in financial statements prepared
under SAP.

Regulation of Investments

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

Federal Regulation of Insurance

Currently, the federal government does not regulate directly the business of insurance. However, the Dodd-Frank Act
created a Federal Insurance Office (FIO). While the FIO is not currently expected to directly regulate domestic insurance
business, it is tasked with studying the potential efficiency and consequences of federal insurance regulation. In December
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2013, as required by the Dodd-Frank Act, the FIO issued a report on how to modernize and improve the system of insurance
regulation in the United States. The report contained a number of recommendations, including recommendations regarding
oversight of insurance capital adequacy and solvency, resolution of insolvent insurers, marketplace regulation, and areas for
direct federal involvement in insurance regulation. In September 2014, the FIO issued its 2014 Annual Report on the Insurance
Industry, which reiterated many of these recommendations, including establishing a board to set guidelines for uniform
standards for multi-state insurance producer licensing and recommendations for greater transparency and more consistent
regulation of captive reinsurers. We cannot predict at this time if any of FIO’s recommendations will be implemented or what, if
any, impact they will have on insurance regulatory policy.

Although the federal government does not at this time comprehensively regulate the business of insurance, federal
legislation and administrative policies in several other areas, including taxation, privacy regulation, financial services
regulation, securities, healthcare 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 the federal
estate tax. Likewise, there exist uncertainties relating to the proposals and rules that have been written and yet to be written by
various federal agencies as part of the implementation of the Dodd-Frank Act and PPACA, including the delegation of
enforcement authority to the states for PPACA’s health care reforms as applied to health insurers.

Unclaimed Property Laws

We are subject to the laws and regulations of states and other jurisdictions concerning the identification, reporting and
escheatment of abandoned or unclaimed money or property. From time to time, the treasurers or controllers of various states
and other jurisdictions, or their revenue departments, conduct audits of companies’ unclaimed property practices, including
those of life insurance companies.

In late 2012, Symetra received notice that a private contractor would conduct such an audit of its three life insurance
company subsidiaries, on behalf of the treasurers, controllers, or revenue departments of certain participating states. In 2013,
we entered into a Global Resolution Agreement, along with a number of other life insurance companies, with the participating
states regarding the conduct and procedures of the audit. This audit seeks to identify death benefits and other payments under
life insurance and annuity contracts that have not yet been paid to beneficiaries, in order to determine whether such benefits
should be escheated to the states in which deceased owners resided. The audit began in December 2013 and is ongoing. As of
February 2015, approximately 31 states are participating in the audit. We do not expect this audit to have a material adverse
effect on our consolidated financial results.

Tax Laws

Existing federal laws and regulations provide favorable tax treatment for policyholders on many 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. Although legislation enacted over the past few years has largely preserved the favorable tax treatment of our
insurance products, we expect that large federal deficits and debt may continue to put pressure on Congress to raise revenue. 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.

In addition, we are subject to a broad range of federal, state and local tax laws, including state premium taxes; sales, use,
excise, personal property or other similar taxes related to equipment, materials or third-party services; and taxes payable by us
with respect to our net worth, net income or profits. Furthermore, the taxes we pay are affected by the deductions and credits we
use, most notably related to the use of affordable housing and other tax credit investments.

Other Laws and Regulations
Securities and Corporate Governance Regulation

Symetra is subject to certain legal and regulatory requirements applicable generally to public companies, including the
rules and regulations of the SEC and the New York Stock Exchange (NY SE) relating to public reporting and disclosure,
accounting and financial reporting, and corporate governance matters. Additionally, Symetra is subject to the corporate
governance laws of Delaware, its state of incorporation.
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Securities Regulation of our Products

Certain of our subsidiaries are subject to various levels of regulation under federal securities laws. Variable contracts
issued by our life insurance company subsidiaries are securities. Most are registered under the 1933 Act and are fully subject to
the 1933 Act and related rules. In addition, most variable contracts are issued through separate accounts that are registered as
investment companies under the Investment Company Act of 1940 (the "1940 Act"). Other variable contracts are sold in non-
public offerings in reliance on an exemption from the registration requirements of the 1933 Act, but are subject to its anti-fraud
provisions and to the anti-fraud provisions of the Securities Exchange Act of 1934 (the "1934 Act™). Certain separate accounts
through which these variable contracts are issued are not registered as investment companies. However, certain provisions of
the 1940 Act still apply to these separate accounts.

Our broker-dealer subsidiary serves as principal underwriter and limited retail broker-dealer of the variable contracts and
is regulated by the SEC under the 1934 Act, as well as by the Financial Industry Regulatory Authority, Inc. (FINRA). Various
state and local regulators also may regulate our broker-dealer. The registered representatives of our broker-dealer are regulated
by the SEC and FINRA and are also subject to applicable state and local laws. Our business partners in the sale and distribution
of variable contracts and other securities are likewise regulated by these laws and regulations.

The laws and regulations identified above are primarily intended to protect investors in the securities markets and
generally grant the SEC and other regulators broad administrative powers, including the power to limit or restrict the conduct of
business for failure to comply with such laws and regulations. In the event of failure by our subsidiaries, employees and
business partners to comply, regulators may impose a broad array of possible sanctions.

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 the 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
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 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.

Due to the recent high-profile data breaches and cyber attacks experienced in the U.S., we expect federal and state
regulations and examinations related to cybersecurity to increase. We monitor whether Congress and state legislatures are
considering additional legislation relating to privacy and other aspects of consumer information. If such legislation is enacted,
we may need to amend our policies and adapt our internal procedures to comply. Further, security breaches and unauthorized
disclosure of customer information are becoming increasingly frequent across a broad range of industries, including financial
institutions and insurance companies. These events are often well-publicized and can cause significant reputational harm and
legal risk to companies that are successfully targeted. We continue to devote increasingly significant resources to protect our
information systems and develop policies and practices to prevent violation of consumer privacy laws and protect our
customers’ private information. Violation of consumer privacy laws could result in significant penalties, adverse regulatory
actions, and litigation.

Regulation of Over-the-Counter Derivatives

We use derivatives to mitigate a range of risks in connection with our businesses. Dodd-Frank includes a new framework
for regulation of the over-the-counter (OTC) derivatives markets which imposes a multitude of requirements on the Company;,
including (i) the requirement to execute on a swap execution facility and/or centrally clear (and abide by corresponding margin
rules for) certain types of OTC derivative transactions that were previously traded and margined bilaterally, and (ii) the
expected requirement to margin noncleared bilateral OTC transactions under new guidelines rather than under the framework of

25



our preexisting International Swaps and Derivatives Association (ISDA) / credit support annex (CSA) agreements, which is
expected to be phased in over a four-year period, beginning in December 2015. These new requirements will generally increase
the amount of margin the Company will need to maintain to support its use of derivatives, and due to restrictions on the types of
eligible collateral that may constitute this margin, will cause the Company to increase its holdings of cash and lower-yielding,
highly liquid securities, causing an expected reduction in income. In addition, centralized clearing of certain OTC derivatives
exposes us to default risk of our OTC clearing member and any clearinghouse that we may select for a cleared derivative
transaction. We also expect that these regulations will increase the cost and reduce the availability of customized derivatives
that suit our hedging needs.

USA Patriot Act

The USA Patriot Act of 2001 contains anti-money laundering and financial transparency laws applicable to broker-dealers
and other financial services companies, including insurance companies. The Patriot Act seeks to promote cooperation among
financial institutions, regulators and law enforcement entities in identifying parties that may be involved in terrorism or money
laundering. Therefore, we are required to identify customers, watch for and report suspicious transactions with the Office of
Foreign Assets Control of the U.S. Department of Treasury, respond to requests for information by regulatory authorities and
law enforcement agencies, and share information with other financial institutions.

Employees

As of December 31, 2014, we had approximately 1,400 full-time and part-time employees. We believe our employee
relations are satisfactory.

Executive Officers and Former Executive Officers

Set forth below is a list of the executive officers and a former executive officer of Symetra as of February 20, 2015. The
positions listed are of Symetra unless otherwise indicated.

Name Age Positions

Thomas M. Marra 56 Director, President and Chief Executive Officer

Margaret A. Meister 50 Executive Vice President and Chief Financial Officer

Tommie D. Brooks 44 Senior Vice President and Chief Actuary

David S. Goldstein 59  Senior Vice President, General Counsel and Secretary

Mark E. Hunt 54  Executive Vice President and Chief Investment Officer

Christine A. Katzmar Holmes 56  Senjor Vice President — Human Resources and Administration

Michael W. Fry 53 Executive Vice President — Benefits Division, Symetra Life Insurance Company

Daniel R. Guilbert 4l Executive Vice President — Retirement Division, Symetra Life Insurance Company
George N. McKinnon 56  Former Senior Vice President and Chief Information Officer

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, he
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. He is currently a director of the American Council of Life Insurers
(ACLI) and a past chairman of the board of the ACLI and of 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. In addition,
Ms. Meister serves as the chief risk officer, principal financial officer and principal accounting officer of Symetra and currently
oversees Information Technology. 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
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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 and director 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 is a Fellow of the Society of Actuaries and is a member of the American Academy of Actuaries.
Mr. Brooks received his B.S. degree from Central Washington University.

David S. Goldstein has been senior vice president, general counsel and secretary of Symetra since November 2011 and a
director, senior vice president, general counsel and secretary of Symetra Life Insurance Company since December 2011. He is
also an officer and director of various affiliates of Symetra. From May 1989 to November 2011 Mr. Goldstein was with the law
firm of Sutherland Asbill & Brennan LLP. Before joining Sutherland, Mr. Goldstein served on the staff of the U.S. Securities
and Exchange Commission in the Division of Investment Management. Mr. Goldstein received his B.A. degree from
Hampshire College and his law degree from Boston University School of Law.

Mark E. Hunt has been executive vice president and chief investment officer of Symetra since January 2015 and
executive vice president of Symetra Life Insurance Company since January 2015. He is also an officer of various affiliates of
Symetra. From 2004 to December 2014 Mr. Hunt was with White Mountains Advisors LLC, a financial investment advisory
firm, where he was managing director and was responsible for all life company portfolios and alternative investments for all
clients, including Symetra. He holds a Chartered Financial Analyst designation and is a Fellow of the Society of Actuaries. Mr.
Hunt received his B.S. degree from the University of Chicago.

Christine A. Katzmar Holmes has been 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, Corporate Operations and Corporate
Security/SIU. Ms. Katzmar Holmes joined Symetra Life Insurance Company in 2001 as vice president and has been 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.

Michael W. Fry has been executive vice president of Symetra Life Insurance Company since September 2010 and is
responsible for the operations of its Benefits 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 until September 2010. Mr. Fry joined Symetra in August
2002. He received his B.S. degree 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 Hartford Life Insurance Company in a variety of senior risk management, product
development and actuarial roles. Mr. Guilbert is a Fellow of the Society of Actuaries. He received his B.S. degree from Bryant
University.

George N. McKinnon, prior to his departure in 2014, was senior vice president and chief information officer of Symetra
and Symetra Life Insurance Company from March 2011 through June 2014. From May 2009 to March 2011 Mr. McKinnon
was with Bleum Inc., where he served as senior vice president and chief information officer. He served as vice president of
Expedia from December 2006 to January 2009. Mr. McKinnon received his B.S. degree from the University of New Hampshire
and his M.B.A. from West Coast University. He also participated in the executive education program at Stanford University’s
Graduate School of Business.

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. Information on our website is not a part
of nor is incorporated into this report or our other filings with the SEC.
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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.

Our annuity and universal life insurance products are sensitive to interest rate fluctuations, and both prolonged low
interest rates and rapidly rising interest rates could impact our business. We mitigate the risks related to fluctuations in interest
rates by employing asset-to-liability matching strategies to help 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 volatility. Reductions
in expected profitability or increased surrenders and withdrawals may require us to accelerate amortization of associated
deferred policy acquisition costs (DAC) and deferred sales inducements (DSI) balances, further decreasing our results of
operations.

Prolonged periods of low interest rates

Prolonged periods of low interest rates challenge our ability to sell products that are dependent on interest earnings, as
consumers look for other higher-yielding investment vehicles to fund their insurance and retirement needs. In the past few
years, we've experienced a low interest rate environment, and we expect rates to remain low relative to historical levels for the
foreseeable future. In such an environment, it may be difficult to offer attractive rates and benefits to customers while
maintaining profitability, which may limit sales growth or profitability of interest-sensitive products. The environment may also
affect our financial strength ratings, as rating agencies consider the impact of low interest rates on the insurance industry.

Sustained low interest rates have also reduced the interest 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. In this low
interest rate environment, we have had to reinvest cash we receive as interest or return of principal on our investments in lower
yielding instruments. This has and may continue to reduce our net investment income and compress the interest spread on
interest-rate sensitive products, as well as the earnings on our surplus investment portfolio. The risk of compressed interest
spreads is exacerbated by guaranteed minimum crediting rates and indexed annuity caps established by our contracts and/or
regulatory authorities, and restrictions on the timing and frequency with which we can adjust our crediting rates and caps.

Further, we have experienced significant prepayment activity over the past few years, as borrowers prepay fixed
maturities and commercial mortgage loans in order to borrow at lower market rates. Government programs to support
homeowners may also increase prepayments. Any related prepayment fees received are recorded in net investment income and
create income statement volatility. We received prepayment-related investment income of $55.1 million and $50.0 million in
2014 and 2013, respectively.

Proceeds of repayments are reinvested at current market rates, which may reduce future portfolio yields. By comparing
the unadjusted interest spreads to the interest spreads adjusted to remove the effect of prepayments, the following table
illustrates the impact investment prepayments have had on our traditional fixed deferred annuity spreads. This table does not
quantify the overall impact of investing the proceeds of repayments at lower current market rates.

For the Year Ended December 31,

2014 2013 2012
Fixed Annuities:
INEErESE SPIrEAA (L) . veeererreieieiterieie ittt 2.02% 2.02% 1.94 %
Base iNterest SPread (2) ....cvovi e 1.74% 1.77% 1.83 %

(1) Interest spread excludes FIA and is the difference between the net investment yield and the credited rate to policyholders. The net investment yield is
the approximate yield on invested assets. The credited rate is the approximate rate credited on policyholder fixed account values. Interest credited is
subject to contractual terms, including minimum guarantees.

(2) Base interest spread excludes FIA and is the interest spread adjusted to exclude items that can vary significantly from period to period due to a
number of factors and, therefore, may contribute to results that are not indicative of the underlying trends. This is primarily the impact of asset
prepayments, such as bond make-whole premiums net of related deferred sales inducement amortization and the MBS prepayment speed adjustment.

The performance of our income annuities, universal life and BOLI products is also sensitive to the investment yields on
our invested assets backing such products. For example, on our income annuities, we are unable to reduce contractually
guaranteed payments, and a decline in the investment returns on assets supporting this business reduces our interest spread. In
extreme situations, the investment 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.
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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 lowering crediting rates on existing account values, subject to
contractual terms, and reducing guaranteed minimum crediting rates and caps offered on new business and, for our deferred
annuity products, lowering up-front commissions. However, sustained low interest rates could result in lower sales and may
require us to suspend offerings of certain products.

Periods of rising interest rates

Periods of rising interest rates may cause increased policy surrenders and withdrawals on deferred annuity and BOLI
products as policyholders and contract holders seek investments with higher returns. This is referred to as disintermediation and
may lead to net cash outflows. To fund these outflows, we may be required to sell investment assets when the prices of those
assets are adversely affected by the increase in interest rates, which could result in realized investment losses. Further, a portion
of our investment portfolio consists of commercial mortgage loans and privately placed securities, which are relatively illiquid,
thus increasing our liquidity risk in the event of disintermediation. We would also be required to accelerate the amortization of
DAC and DSl related to surrendered contracts.

Some of our products have surrender charges, market value adjustments, and/or delayed payment features that help to
mitigate the potential disintermediation impacts. However, a portion of our fixed annuity business has a guaranteed return of
purchase payment feature, which may limit the collection of surrender charges if terminated in the early years of the contract.
Many contracts also contain provisions allowing contract holders to withdraw a portion of their account value without incurring
surrender charges, typically up to 10% annually.

During periods of rising interest rates, we may offer higher crediting rates and caps on new sales of interest-sensitive
products and increase crediting rates and caps 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 caps to maintain our
desired spread, which would result in lower profitability. 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.

Changes in yield curves

Shifts in the relationship between short- and long-term interest rates, or the 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., when short-term
rates are higher than long-term rates), customers may be able to earn comparable crediting rates on competing products, such as
certificates of deposit, with 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, real estate values, liquidity and other factors, most of which are beyond our control. These factors could materially
affect our investment results or capital position in any period.

Interest rate and credit spread risk
Interest rates and credit spreads are highly sensitive to many factors that impact global capital markets, including:
e governmental monetary and fiscal policies;
» general investor sentiment;
« domestic and international economic, political, or general business conditions;
* the level of inflation or deflation;
« changes in the credit quality of or risk assigned to specific obligors, industry sectors, asset classes, or markets; and
e other factors beyond our control.
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For example, the U.S. Federal Reserve concluded its asset purchase program in October 2014 and is expected to take
further measures towards policy normalization in 2015. This could result in increased interest rate volatility as markets
anticipate or react to reduced policy accommodations.

Net investment income realized by us from future investments in fixed maturities will generally increase or decrease in
step with interest rates and credit spreads. In periods of low interest rates, such as we've experienced during the last few years,
we may be challenged to find attractive yields on new investments. In recent years, we mitigated this risk by increasing our
originations of commercial mortgage loans, which generally provide higher yields, but are less liquid than fixed maturities.
However, we have experienced greater competition for these new commercial mortgage loans, and we expect this to continue in
2015. Therefore, the supply of loan opportunities meeting our high quality standards could diminish in the future due to
increasing competition, or if a rise in interest rates results in lower opportunistic refinancings. In such a competitive
environment, we may not be able to earn sufficient yield on our originations.

The fair value of our fixed maturities generally increases or decreases in an inverse relationship with changes in interest
rates and credit spreads. Because our fixed maturities are classified as available-for-sale, changes in the fair value of these
securities are reflected as a component of other comprehensive income (OCI) and accumulate in our stockholders' equity
balance. Arise in interest rates or credit spreads causes the fair value of our fixed maturity securities to decline, particularly for
our long-duration investments supporting our Income Annuities reserves, and decreases our stockholders’ equity. In a rapidly
rising interest rate environment, this decrease in stockholders’ equity could be significant and possibly lead to negative
stockholders’ equity. Further, 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 by similar adjustments to the fair value of our insurance liabilities on the balance sheet.

Fluctuations in interest rates may also cause actual net investment income or cash flows to differ from those originally
expected for investments that carry prepayment and extension risk, such as mortgage-backed and other securities with
embedded call options. 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 or increase our overall interest rate spread. As prepayments generally increase in periods of
declining interest rates, premium and discount amortization accelerates because the expected life of the asset is shortened. In
periods of rising interest rates, prepayments generally slow, and premium and discount amortization slows because the expected
life of the asset is extended. These changes in amortization may adversely affect our investment income. As of December 31,
2014, we held $2.92 billion in residential mortgage-backed securities, including gross unamortized premiums of $42.6 million
and gross unamortized discounts of $67.0 million.

We mitigate the risks related to fluctuations in interest rates and credit spreads by employing asset-to-liability matching
strategies to help 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 and borrowers of our commercial mortgage loans may default on principal and
interest payments. Defaults by third parties in the payment or performance of their obligations could reduce our investment
income and cause realized investment losses. Further, fixed maturities are evaluated for impairment based on our assumptions
about the creditworthiness of the issuer and the likelihood that we can hold the security to recovery. A significant increase in
defaults and impairments on our fixed maturity and commercial mortgage loan portfolios 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 expected cash flows, and actual cash flows and defaults may vary significantly from our assumptions.

As of December 31, 2014, 4.4% of our total fixed maturity portfolio was considered below investment grade. Below
investment grade securities generally provide higher expected returns but present greater credit risk and can be less liquid than
investment grade securities. For further information, see "Liquidity Risk™ below.

Further, changes in circumstances could cause certain of our investment-grade maturities to present more significant
credit risk than previously considered. For example, an issuer’s inability to refinance or pay off debt, or a private equity or
highly leveraged buyout, could cause credit quality to decrease to below investment grade. Issuers of the fixed maturities that
we own may also experience performance deterioration or other factors 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. As a result, we could experience higher cost
of capital and potential constraints on our ability to grow our business and maintain our own ratings.
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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, commercial mortgage loans, and limited partnership interests, which
collectively represented approximately 17.5% of total invested assets as of December 31, 2014, are relatively illiquid compared
to publicly traded fixed maturities and equities. In addition, periods of market disruption, such as those experienced during the
financial crisis in 2008 and 2009, could also reduce liquidity for securities generally considered to be readily marketable.
Overall, liquidity in the fixed maturities markets has generally declined compared to conditions seen before the financial crisis.

If we require significant amounts of cash on short notice, 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 liabilities, of which 82.8% cannot be surrendered or upon surrender would be subject to
significant penalties or adjustments. For further information on the liquidity of our underlying liabilities, see Item 7 —
"Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital
Resources."

We may be unable to increase or maintain sales through independent sales intermediaries and dedicated sales specialists.

We distribute our products through financial intermediaries, independent producers, including BGAs, 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:

e breadth of our product offerings;

« design and positioning of our product offerings;

e pricing of our products, including premium or interest crediting rates;

« strength of our brand and consumer name recognition, as well as reputation;

e amount of sales commissions and fees we pay;

e our perceived stability and our financial strength or other industry ratings;

« service levels and technology we provide to our distribution partners and customers; and
« strength of the relationships we maintain with individuals at those firms.

Through time our relationships 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 over ours. 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. In 2014 sales
from our top five distribution partners in our Deferred Annuities, Benefits and Individual Life segments represented 58.1%,
31.9% and 58.6%, respectively, of each segment’s total sales. If our relationships with these distributors were to deteriorate, it is
likely that we would experience a significant decline in our sales. For further discussion of our sales results and distribution,
refer to the discussion for each division within Item 1 — "Business"

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

Our businesses are subject to intense competition from companies that offer similar products and use similar distribution
channels. This includes competition from other major insurers, banks, other financial institutions, mutual funds, private equity
and asset management firms and specialty providers. The substantial expansion of banks’ and insurance companies’ distribution
capacity and expansion of product features in recent years have intensified pressure on margins and production levels and have
increased the level of competition, which could make it difficult to achieve our target returns. We also face competition from
companies that have greater market share or breadth of distribution, stronger brand awareness, 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.

For further discussion of factors affecting our competitive environment, refer to Item 1 — "Business — Competition."

We may face unanticipated losses if we determine our reserves 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 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 persistency, future investment returns or interest rates, mortality and morbidity, and healthcare costs, as
well as economic, political and social conditions, inflation, and changes in doctrines of legal liability. Therefore, we cannot
precisely predict the ultimate amounts we will pay for actual benefits or the timing of those payments.

Claims Experience

For our medical stop-loss product, we establish a reserve for claims incurred but not yet reported (IBNR), which is an
estimate primarily based on claims completion and loss ratio assumptions. These assumptions are regularly reviewed and
reflect our claims experience over recent years, underwriting characteristics, and other metrics. However, actual results may
differ significantly from our estimate, and changes in these reserves affect our benefits expense reported in subsequent periods
and may cause income statement volatility. For example, during 2013, we experienced higher than expected claims frequency
related to business written in January 2013, which was reflected in our IBNR recorded in 2013. In 2014, the related claims
reported were lower than expected and reserves for this block were released.

Our medical stop-loss product also exposes us to the risk of increases in healthcare costs based on leveraged medical cost
trend, as we are not the first-dollar insurer. Such costs have risen substantially in recent history and may continue to do so. Our
product reimburses claim amounts above certain thresholds, and an increase in medical costs may result in higher claims. Our
policies are typically one-year contracts and are underwritten and repriced annually. We monitor claims costs, medical inflation,
changing demographics, changes in our mix of business, and other factors that may affect future costs. However, claim
frequency or severity may exceed our expectations or may not be properly factored into our pricing.

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 vary from our pricing assumptions, we could be
required to make greater payments than we had projected. Our largest exposure to mortality risk is in our Individual Life
segment. Mortality also affects results in our Income Annuities segment, as we may pay more or less benefits than expected.
Mortality experience is volatile and can fluctuate significantly from period to period. Our largest exposure to morbidity risk is
in our medical stop-loss product. We attempt to mitigate our exposure to mortality and morbidity risk through the use of
reinsurance.

Persistency

Reserves in our Retirement and Individual Life divisions are significantly affected by persistency. Persistency refers to
the proportion of policies or contracts that will remain in force from one period to the next. For most of our products, actual
persistency that is lower than our assumptions would 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 deferred acquisition expenses
related to the policy or contract. In addition, we may need to sell investments at a loss to fund withdrawals.
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For some of our policies, including certain life insurance and life-contingent SPI1A and structured settlement contracts,
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 would be required to make greater benefit
payments than we had anticipated when we priced these products.

We face persistency risk with regard to a significant amount of fixed deferred annuity account values that will no longer
be subject to surrender charges in 2015 and beyond. When they are no longer subject to surrender charges, these annuity
contract holders may withdraw their funds to seek higher returns elsewhere. In addition, we may offer higher renewal interest
rates than assumed in pricing to retain these contract holders. We monitor the persistency of our annuity business and closely
evaluate our retention strategies, making changes as necessary, but our efforts may not be successful and the persistency of this
block may not be in line with our assumptions. We anticipate a certain level of surrenders when pricing these products;
however, higher than expected contract holder withdrawals of funds could adversely affect our results.

Investment Returns

Reserves related to certain products, primarily in our Income Annuities and Individual Life segments, also include
assumptions about future investment returns. For longer-duration income annuities, these assumptions reflect estimates of
interest rates projected more than 30 years into the future. Reserves for our UL product with secondary guarantees reflect
assumptions about returns on assets purchased with future premiums. If we determine that these future investment returns will
be lower than our expectations, we may be required to increase our reserves in the period that we make the determination,
which could adversely affect our results.

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 could 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 GAAP reserves due to inadequacy during 2014,
2013 or 2012.

Certain of our products permit us to increase premiums or reduce benefits or crediting rates during the life of the policy or
contract. However, 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 claims experience (including mortality and morbidity rates), persistency, expenses, or
investment returns could have an adverse effect on our profitability.

Our use of derivative financial instruments to manage risk may not be effective or sufficient.

We use derivative financial instruments to mitigate various business and investment risks to which we are exposed,
including exposures related to our FIA products, foreign currency exposures, and interest rate fluctuations on variable rate fixed
maturities, and forecasted asset purchases. If we or our counterparties fail or refuse to honor obligations under the derivative
instruments, our hedges of the related risk will be ineffective. This failure could have an adverse effect on our financial
condition and results of operations. See Note 6 to the consolidated financial statements and Item 7A — "Quantitative and
Qualitative Disclosures about Market Risk" for further discussion of our derivatives.

We may also choose not to hedge, in whole or in part, these or other risks that we have identified. For example, the
availability and/or cost of suitable derivative financial instruments or extreme interest rates or equity market conditions may
influence our hedging decisions. Additionally, our estimates and assumptions made in connection with our use of any derivative
financial instrument may fail to reflect or correspond to our actual exposure in respect to identified risks. Derivative financial
instruments held or purchased may also be insufficient to hedge the risks in relation to our obligations. In addition, we may fail
to identify risks, or the magnitude thereof, to which we are exposed.

Further, we expect new regulations under the Dodd-Frank Act related to OTC derivatives to increase costs and reduce the
availability of customized derivatives that suit our hedging needs. These new requirements will generally increase the amount
of margin we will need to maintain to support our use of derivatives and, due to restrictions on the types of eligible collateral
that may be posted for this margin, will cause us to increase our holdings of cash and lower-yielding, highly liquid securities,
causing an expected reduction in income. In addition, centralized clearing of certain OTC derivatives exposes us to default risk
of our OTC clearing member and any clearinghouse that we may select for cleared derivative transactions. The above factors,
either alone or in combination, may have an adverse effect on our financial condition and results of operations.
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Defaults and increasing competition in our commercial mortgage loans may adversely affect our profitability.

Our mortgage loans, which are collateralized by commercial properties, are subject to default risk. The Company seeks to
mitigate the risks inherent in its loan portfolio by adhering to specific underwriting practices. Our underwriting practice
analyzes the market value and revenue-generating potential of the property for all new loans. This includes the analysis of a
borrower’s prior credit history, financial statements, tax returns and cash flow projections; valuation of collateral; personal
guarantees of loans; verification of liquid assets and length of amortization periods. We also inspect the underlying property and
regularly review key metrics, including analysis of loan-to-value and debt service coverage ratios at least annually.

For the past several years, we have been strategically increasing our mortgage loan portfolio. Due to increased
competition for commercial loans, particularly those over $5.0 million, we continue to focus on smaller loans that meet our
underwriting criteria, as well as expanding our origination capacity to take advantage of an increased number of available
transactions in the marketplace. We expect the trend in competition to continue in 2015.

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. If our underwriting practices fail to capture accurate information
or prove to be inadequate, we may incur losses, and those losses may exceed the amounts set aside as reserves. Additionally,
deteriorating economic conditions may cause an increase in the default rate of our mortgage loan investments, which would
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 concentrations in geography or industry exposure within our commercial mortgage loans may expose us to
higher risk of adverse effects. We seek to mitigate these risks by having a diversified portfolio; however, events or
developments negatively impacting certain geographic regions or industries may have a greater adverse effect on our loan
portfolio and, consequently, on our results of operations or financial condition.

For additional information on our mortgage loan portfolio, see Note 5 to the consolidated financial statements and Item 7
— "Management’s Discussion and Analysis of Financial Condition and Results of Operations — Investments — Mortgage
Loans."

The failure to safeguard the security of our data and protect our customers’ confidential information and privacy could
adversely affect our business.

We use computer and information technology systems to store, retrieve, evaluate and analyze customer and company
data. Our computer systems have been, and will continue to be, subject to computer viruses or other malicious code,
unauthorized access, cyber-attacks, hackers or other computer-related penetrations. To date, we are not aware of a material
breach of cybersecurity. We commit increasingly significant resources to administrative and technical controls to prevent cyber
incidents and protect our information technology, but our preventative actions to monitor and reduce the risk of cyber threats
may be insufficient to prevent physical and electronic break-ins, denial of service and other cyber-attacks or security breaches.
The techniques used to obtain unauthorized access or sabotage systems change frequently and we may be unable to anticipate
these techniques or implement adequate preventative measures.

A breach of cybersecurity could compromise our confidential information, including personal identifiable information
(PI1) of our customers and employees, and information related to third parties with whom we interact. This may impede or
interrupt business operations and may result in other negative consequences, including reputational damage, remediation costs,
loss of revenue, additional regulatory scrutiny, and litigation. Additionally, the majority of our annuities are distributed through
major financial institutions, and a breach affecting customer information could jeopardize these distribution relationships and
negatively impact sales. We purchase cyber risk insurance, but this insurance would likely not be sufficient in scope or amount
to cover all of our losses from breaches of our systems.

A number of our businesses are subject to federal and state privacy regulations and confidentiality obligations that,
among other things, restrict the use and dissemination of, and access to, the information that we produce, store, or maintain in
the course of our business. For example, the collection and use of patient data in our Benefits division is the subject of federal
and state legislation, including privacy protections that arise under the Health Insurance Portability and Accountability Act of
1996 (HIPAA), the Gramm-Leach-Bliley Act, and other federal and state regulations arising from those and other statutes.
Similarly, certain of our customer data is protected under the financial privacy provisions of the Dodd-Frank Act. We operate in
several states that have similar consumer and financial privacy laws and regulations. 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, and in some instances may impose indemnity obligations on us relating to unlawful or unauthorized disclosure of
any such information.
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The actions we may take in order to promote compliance with these obligations vary by business segment and may
change over time, but include, among other things:

« training and educating our employees, and requiring training for independent contractors, regarding our
obligations relating to confidential information;

* monitoring changes in state or federal privacy and compliance requirements;

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

e maintaining secure storage facilities and protocols for tangible records;
< implementing physical, technical, and administrative controls to secure access to electronic information; and
* inthe event of a security breach, providing credit monitoring or other services to affected customers.

If we do not properly comply with privacy regulations and protect confidential information, whether through a cyber-
attack or other means, we could experience adverse consequences, including reputational damage, regulatory sanctions, such as
penalties, fines and loss of license, and possible litigation. This could have an adverse impact on our company’s image or
customer relationships and, therefore, result in loss of distribution partners, lower sales, lapses of existing business, or increased
expenses. Further, while we may maintain insurance to mitigate or offset these risks (as may our third party vendors), we
cannot be certain that any such insurance coverage would be sufficient in amount or scope to fully address any resulting losses
or liability.

The failure to maintain effective and efficient information systems could adversely affect our business.

Our computer and information technology systems interface with and rely upon third-party vendors. Our business is
highly dependent on our ability, and the ability of third parties, to access these systems to perform necessary business functions,
including providing insurance quotes, processing premium payments, administering our products, 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.

Systems supporting our Retirement and Individual Life divisions mainly consist of legacy systems. We have committed
and will continue to commit 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 many of our systems fully integrated with those of
our distribution partners is critical to the operation of our business.

System outages, cyber-attacks, or outright failures may compromise our ability to perform critical functions in a timely
manner. This could hurt our relationships with our business partners and customers and may harm our ability to conduct
business. In the event of a disaster such as a blackout, 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. Any such
interruptions may reduce our revenues or increase our expenses, and may also have an adverse impact upon our reputation,
distribution partnerships, or our customer or vendor relationships. Such an occurrence may also impair our ability to timely and
accurately complete our financial reporting and other regulatory obligations and may impact the effectiveness of our internal
control over financial reporting.

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

e 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 or key distributors;

e difficulty in attracting new customers or distributors;

« an inability to comply with regulations or customer or vendor expectations, such as failure to meet prompt
payment obligations;

e customer, provider and agent disputes; and
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< litigation or regulatory enforcement exposure.

We may be unsuccessful in our continued efforts to execute on our strategies to diversify sources of income.

We have devoted significant effort and financial resources to build new products, distribution and service capabilities to
diversify our product portfolio. We also continue to focus our efforts on building our name recognition in the marketplace and
improving our operations and service capabilities, particularly in our universal life insurance product and our group life and DI
products.

We aim to continue implementing our strategies while maintaining current positions of strength in our existing
businesses, particularly our medical stop-loss and deferred annuity businesses, as well as maintaining the strength of our
balance sheet. Our success will depend on a number of factors, including our ability to achieve customer name recognition,
accurately predict market trends, differentiate our product offerings from our competitors’, provide excellent customer service,
attract and retain skilled employees, maintain comprehensive focus on all company priorities, develop new products in a timely
manner and achieve market acceptance, effectively implement new technology and operational platforms, deepen our existing
distribution relationships and add new distribution partners and set appropriate prices for our products. We may incur higher-
than-expected costs or fail to generate expected levels of revenue and profitability associated with this strategy. Further, if we
fail to accomplish all or a combination of these strategies, our ability to profitably grow our business could be materially and
adversely affected.

A downgrade or a potential downgrade in our financial strength ratings could result in an adverse effect on our financial
condition and results of operations.

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. 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;
e increasing our cost of capital;
e adversely affecting our relationships with distribution partners;

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

e requiring us to reduce prices or increase crediting rates for many of our products and services to remain
competitive; and

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

In addition, maintaining our ratings may require us to retain higher levels of capital and limit our ability to execute capital
actions. For further discussion of our current ratings, see Item 1 — "Business — Financial Strength Ratings."

Our valuation of fixed maturities 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 82.8% of our
invested assets as of December 31, 2014. 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). As of December 31, 2014, approximately $25.23
billion, or 99.4%, of our fixed maturities were categorized as Level 2 measurements.

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 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.

Additionally, 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 securities 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
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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.
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.

For more information on our valuation methodology for invested assets, see Note 7 to the consolidated financial
statements and Item 7 — "Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical
Accounting Policies and Estimates — Valuation of Financial Instruments."

Gross unrealized losses on fixed maturity and equity securities classified as available-for-sale 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 account for a significant portion of our total assets.
These securities are reported at fair value on our balance sheets. Changes in fair value are recorded as unrealized gains or losses
in our stockholders’ equity and do not affect net income. 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.

For additional information on our policy for identifying and measuring other-than-temporary impairments, see Note 4 to
the consolidated financial statements and Item 7 — "Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Critical Accounting Policies and Estimates."

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

We recognize changes in fair value of certain investments, including our marketable equity securities that are classified as
trading, in net income through net realized 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, 2014, less than 3% of our invested assets consisted of equity-like investments. Even though 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.

The amount of statutory capital that we have and the amount of statutory capital that we must hold to meet rating agency,
regulatory and other requirements can vary significantly from time to time and is sensitive to a number of factors, including
equity market and credit market conditions and changes in rating agency models.

We conduct the vast majority of our business through our insurance company subsidiaries. Accounting standards and
statutory capital and reserve requirements for these entities are prescribed by the applicable insurance regulators and the NAIC.
The NAIC has established regulations that provide minimum capitalization requirements based on RBC formulas for our
insurance company subsidiaries. Further, state departments of insurance could impose higher than minimum capital
requirements.

In any particular year, statutory surplus amounts and RBC ratios for our insurance company subsidiaries may increase or
decrease depending on a variety of factors. These include the amount of statutory income or losses generated, dividends paid to
the parent company, the amount of additional capital that must be held to support business growth or changes in business mix,
changes in equity market levels, the value of certain fixed-income and equity securities in our investment portfolio, changes in
interest rates, changes in credit quality ratings for the bonds in our investment portfolios, and changes to the RBC formulas,
including proposed changes to the interest rate scenarios.

Our financial strength and credit ratings are significantly influenced by the statutory surplus amounts and RBC ratios of
our insurance company subsidiaries. In addition, rating agencies may implement changes to their internal models that have the
effect of increasing or decreasing the amount of statutory capital they believe we should hold. Our derivative counterparty
agreements may impose minimum RBC ratios in order for the agreements to remain active for new and existing trades. Further,
in scenarios of extended periods of low interest rates, such as those experienced recently, the amount of statutory reserves that
we are required to hold may increase, which reduces our statutory surplus. Annually we are required to assess statutory reserve
adequacy and for the year ended December 31, 2014, an additional statutory reserve of $41.0 million was established, which
reduced our statutory surplus by approximately $26.7 million, net of tax. As of December 31, 2014, the total of these additional
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reserves were $98.0 million. For further information on this statutory reserve, see Item 7 — "Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources."

Our statutory financial statements are subject to the Statements of Statutory Accounting Principles (SSAPS), which is
promulgated by the NAIC. In addition, the NAIC, through its Life and Health Actuarial Task Force, issues interpretations or
guidelines (Actuarial Guidelines) of state statutes related to reserves and other actuarial topics. These guidelines are used to
apply a statute to a particular circumstance. These SSAPs and Actuarial Guidelines impact our statutory surplus and therefore
impact the amount of capital we are required to maintain. For example, the Valuation of Life Insurance Policies Regulation, as
clarified by Actuarial Guideline 38 (AG 38, more commonly known as "Regulation XXX and AXXX") requires insurers to
establish additional or redundant statutory reserves for certain universal life policies with secondary guarantees and term
insurance policies. As of December 31, 2014, we had $108.9 million of AXXX deficiency reserves and $12.5 million of XXX
deficiency reserves. We completed a transaction in 2014 to finance a portion of the statutory reserves related to the Company's
existing universal life with secondary guarantee business. We anticipate that we will implement additional financing in the
future as we expect sales of these types of products to continue to increase. However, there could be regulatory, tax or other
challenges to the actions we have taken or will take in the future. The result of this or other potential changes or related
challenges could require us to increase statutory reserves, reduce or eliminate the benefits of financing, or incur higher
operating and/or tax costs.

In late 2014, the NAIC adopted a new framework (referred to as AG 48) related to life insurers’ use of affiliated captive
insurers, particularly the use of captive insurers to finance reserves associated with term life insurance policies and universal
life insurance policies with secondary guarantees. The new framework addresses the type and quality of assets that may be used
to support those reserves and provides guidelines for determining the amount of reserves that can be financed in such a
transaction. This portion of the framework is applicable prospectively to future captive transactions effective January 1, 2015.
We are monitoring the industry response to this framework and evaluating the impact on our business, which may include
adverse changes to pricing that could affect the competitiveness of our universal life policies.

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 directly related to the successful
acquisition and renewal of our products. Such costs are deferred and amortized over the estimated life of the related contracts.
Deferred sales inducements represent bonus interest and excess interest, mainly on our fixed annuity products, which are
deferred and reported in receivables and other assets on our consolidated balance sheets. These amounts are amortized as
interest credited over the estimated life of the related contracts. As of December 31, 2014, we had $513.9 million of DAC and
$136.7 million of DSI, excluding the adjustment for unrealized gains (losses) on investments.

Our amortization of DAC and DSI generally depends upon anticipated profits for the related contracts. These estimates
include assumptions based on investment returns, crediting rates, persistency, surrender and other policy and contract charges,
mortality, morbidity, and maintenance and expense margins. Our assumptions 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, or additionally throughout the year as needed. 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.

For example, for the year ended December 31, 2014, we recorded additional amortization of DAC and DSI totaling $10.9
million and $9.3 million, respectively, related to prepayment-related income. These adjustments included the impact of both
current period amortization and changes to future assumptions as a result of significant prepayment-related investment income,
which was primarily due to make-whole fees on fixed maturities that were prepaid during the low-interest rate environment.

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 block of
insurance policies or annuity contracts, we would be required to recognize the unrecoverable DAC or DSI amortization as a
current-period expense. We did not record any such expenses during the years ended December 31, 2014, 2013 and 2012.

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 and Deferred Sales Inducements."
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Reinsurance may not be available, affordable or adequate to protect us against losses, and failure to perform by the
counterparties to our reinsurance arrangements may expose us to risks we had sought to mitigate.

As part of our overall risk management strategy, we purchase reinsurance for certain risks underwritten by our business
segments, primarily in the Benefits and Individual Life divisions. For discussion of our reinsurance program, refer to Iltem 1 —
"Business — Reinsurance."

While reinsurance agreements generally bind the reinsurer for the life of the business reinsured at specified pricing,
market conditions 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 obtained 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, may not be able to obtain sufficient reinsurance on
acceptable terms or may not be able to obtain reinsurance coverage, which could adversely affect our ability to write future
business, offer new products or enter new markets, or result in the assumption of more risk with respect to those policies we
issue.

Further, reinsurance does not relieve us of our direct liability to our policyholders, even when the reinsurer is liable to us.
Accordingly, we bear counterparty credit risk with respect to our reinsurers. The total reinsurance recoverables due from
reinsurers was $328.7 million as of December 31, 2014, of which $116.3 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, or inability or unwillingness to make payments under the terms of its reinsurance
agreement with us would have an adverse effect on our financial condition, results of operations and cash flows.

The occurrence of catastrophic events, such as 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. For example, such events could lead to unexpected changes in persistency rates, as policyholders
and contract holders who are affected by the disaster may need to withdraw funds or be unable to meet their contractual
obligations, such as payment of premiums on our insurance policies or deposits into our investment products.

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. In addition,
catastrophic events could harm the financial condition of issuers of obligations we hold in our investment portfolio or holdings
in our commercial mortgage loan portfolio, resulting in impairments to these obligations, or could harm the financial condition
of our reinsurers, thereby increasing the probability of default on reinsurance recoverables. Further, for products sold through
our Benefits and Individual Life divisions, a localized event that affects our customers could cause a significant loss due to
mortality or morbidity claims. 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. We attempt to mitigate our risk of exposure due to a catastrophic event through the use of catastrophic
reinsurance coverage.

A substantial part of our operations are located in Bellevue, Washington, although we have offices throughout the U.S.,
primarily in Waltham, Massachusetts and Enfield, Connecticut, as well as new operations in Guilford, Connecticut and Des
Moines, lowa. We maintain a business continuity plan for our operations, but we cannot predict with certainty whether our plan
will be successfully implemented in the event of an actual catastrophic event or disaster or predict with certainty when normal
business operations would resume if such an event occurs. In the event of a catastrophic event or disaster, our employees may
be unable to perform their duties for an extended period of time, and/or we may have limited or no connectivity, which may
interrupt our business operations and adversely affect our financial condition, results of operations, and cash flows. The
majority of our employees are equipped to work remotely; however certain duties may be difficult to perform remotely.

In addition, we also outsource a significant portion of our information technology infrastructure to a third party. This third
party is required to maintain and test disaster recovery and business continuity plans for its operations. At least bi-annually, we
participate in a test of its disaster recovery plans for business-critical applications. However, we cannot predict with certainty
whether its plans will be successfully implemented in the event of an actual catastrophic event or disaster or predict with
certainty when normal business operations would resume if such an event occurs to the third party. As a result, in the event of a
catastrophic event or disaster affecting that third party, we may be unable to perform our duties for an extended period of time,
and/or we may have limited or no connectivity, which may interrupt our business operations and adversely affect our financial
condition, results of operations and cash flows.
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Our business could be interrupted or compromised if we experience difficulties arising from outsourcing relationships.

We outsource significant technology and business functions to third parties, including a substantial portion of our
investment management and information technology functions, and expect to continue to do so in the future. We have, and may
again in the future, engage in similar practices relating to other aspects of our business. When we engage a third-party, and
throughout the term of our agreement, we regularly evaluate and monitor the third party's service. This may include evaluations
of the vendor's quality of service, financial stability, compliance with laws and regulations and appropriate business continuity
plans. However, if our due diligence and our monitoring efforts are not sufficient, if we fail to maintain an effective outsourcing
strategy or if third-party providers do not perform as contracted, we may experience operational difficulties, increased costs of
service, significant costs to transition providers, harm to our customer and vendor relationships, and a loss of business and
reputation that could have a material adverse effect on our consolidated results of operations. Further our third-party service
providers are required to maintain and routinely test business continuity plans. However, catastrophic events interrupting
vendors' business operations may disrupt their provision of critical services to us for an extended period of time, which in turn
may adversely affect our financial condition, results of operations, and cash flows.

Our agreement with our current outsourced IT service provider extends through July 2016. During the next two years, we
are planning to transition these services to new third party service providers, and may elect to manage certain functions
internally. We may experience operational difficulties during this transition, such as disruption of IT service, higher than
expected costs of transition, and the service we obtain from our existing service provider. Though we perform significant due
diligence prior to selecting new outsourced services providers, we cannot guarantee the quality of services from our new
providers.

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 GAAP, which is periodically revised by recognized authorities,
including the Financial Accounting Standards Board (FASB). Changes in these standards may have a significant effect on our
financial statements. For example, the FASB is currently developing new accounting standards for insurance contracts, which
may 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.

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

We have a $400.0 million revolving credit facility. This credit facility also provides access to up to an additional $100.0
million of financing, subject to the availability of additional commitments. 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, 2014, we had no balance outstanding and we have had no
borrowings under this facility. 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.

Furthermore, our credit facility requires us and our insurance company 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.

As a holding company, Symetra depends on the ability of its subsidiaries to transfer funds to it to meet its obligations and
pay dividends or engage in stock repurchases.

Symetra is a holding company for its insurance company and other 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 amount of
dividends that insurance companies can pay without regulatory approval. Additionally, competitive pressures or other
regulatory requirements may require our insurance company subsidiaries to maintain certain levels of capital that could affect
their ability to make dividend payments. Such limits could adversely affect the liquidity of Symetra, including our ability to pay
dividends to stockholders, repurchase common stock and service our debt. Further, the timing and amount of any dividends or

40



future stock repurchases by Symetra will be determined by the board of directors and management, respectively, based on
market conditions, regulatory considerations, and other factors.

More information about the ability of our insurance company subsidiaries to pay dividends can be found in Note 15 to the
consolidated financial statements and Item 7 - "Management’s Discussion and Analysis of Financial Condition and Results of
Operations - Liquidity and Capital Resources."

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 to pay down or replace
certain debt obligations as they mature. For example, we have $300.0 million senior notes due in 2016, and we may seek to
refinance that debt prior to maturity. We may need to raise additional funds through public or private debt or equity financings
in order to:

o fund liquidity needs;

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

e acquire new businesses or invest in existing businesses;

e grow our business;

«  otherwise respond to competitive pressures;

e maintain adequate risk-based capital; or

e 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 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 may 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.

The investment strategies, plans, and expectations of our principal stockholders may impact our business or the market
price of our common stock.

Our principal stockholders, affiliates of White Mountains Insurance Group, Ltd. and Berkshire Hathaway Inc., each
beneficially owned approximately 17% of our outstanding shares of common stock as of February 20, 2015. Accordingly, either
or both of these stockholders may have the ability to significantly influence all matters requiring stockholder approval,
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including the nomination and election of directors and the determination of the outcome of any corporate transaction or other
matter submitted to our stockholders for approval, such as 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. Furthermore, future sales, or the perception of future
sales, of a substantial number of shares of our common stock by our principal shareholders could have a material adverse effect
on the prevailing market price of our common stock and on our business. Our principal stockholders have the right, subject to
certain conditions, to sell their shares subject to compliance with the requirements and limitations under Rule 144 of the
Securities Act of 1933 or to require us to register the sale of their shares of our common stock.

We may engage in strategic acquisitions or other related transactions which present risks that could adversely affect our
business.

We have sought and may continue to seek profitable growth through acquisitions opportunities. Any acquisitions or
investments will include risks commonly encountered in acquisitions of businesses, including:

« failing to achieve the financial and strategic goals for the acquired business;
» failing to successfully integrate the acquired business into our operations;
e paying more than fair market value for an acquired company or assets;
* experiencing an unanticipated downgrade in our financial strength ratings;
e disrupting our ongoing businesses;
«  distracting management focus from our ongoing businesses;
e acquiring unanticipated liabilities;
» failing to retain key personnel;
* incurring the expense of an impairment of assets due to the failure to realize expected benefits;
« damaging relationships with employees, customers or strategic partners;
« failing to obtain or experiencing significant delays in obtaining regulatory approval; and
e diluting the share value of existing stockholders.
Additionally, in connection with any acquisition that involves reinsurance, we will assume or otherwise become

responsible for the obligations of policies and other liabilities of other insurers. Any regulatory, legal, financial, or other adverse
development affecting these other insurers could also have an adverse effect on us.

The exploration of acquisition opportunities requires a significant investment of time from our senior leadership team,
and may require significant legal, consulting, financial and accounting expenses for due diligence. We may not complete
acquisitions that we explore, or incur higher than expected costs to complete an acquisition.

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, management of our computer systems, particularly legacy computer systems, execution of our
investment and hedging strategies, management of our investment operations and portfolio, financial and tax reporting,
marketing and sales efforts, maintaining adequate staffing dedicated to certain functions, our ability to prevent and detect fraud,
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 risks or 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.
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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 company subsidiaries are subject to state insurance laws and regulated by the insurance
departments of the various states in which they are domiciled and licensed to sell products and services. 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;

e calculating the value of assets to determine compliance with statutory requirements;
« mandating certain insurance benefits;

e 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, including guidelines on the use of
captive reinsurance entities;

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

e designating authorized reinsurers;

e requiring regular market conduct examinations;

« conducting unannounced and targeted market conduct examinations;

e approving changes in control of insurance companies;

»  restricting the payment of dividends and other transactions between affiliates; and
e 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 companies, including general financial services regulation, securities regulation, pension regulation, privacy
regulation, tort reform legislation, and taxation.

PPACA, which impacts our medical stop-loss and limited benefit medical businesses, began to be implemented at the
state and federal levels in 2010. The legislation is broad and many expect it will be years before all of its provisions will be
fully implemented and its ramifications fully understood. Further, PPACA remains subject to various legal challenges and
legislative initiatives that may result in modifications of the existing law, and the nature and likelihood of those outcomes
cannot be predicted. Although it remains unclear how our medical stop-loss business will be impacted in the long term, we
believe that PPACA is attracting new market participants offering medical stop-loss insurance as employers look to self-fund
their medical expenses. This increasing competition will likely lead to increased price competition and market innovation for
medical stop-loss business. Further, our limited benefit medical product has been repositioned as supplemental coverage, but
we cannot predict whether such repositioning will be successful. We will continue to monitor the implementation of PPACA,
including changes in effective dates, pending regulatory guidance, and legislative appeals, and reassess our business strategies
accordingly.

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.
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Compliance with applicable laws and regulations is time consuming and labor-intensive, and changes in these laws and
regulations may materially increase our direct and indirect compliance efforts and other expenses of doing business. For
example, in 2012, the NAIC adopted the Risk Management and ORSA Model Act, which requires insurers to maintain a
framework for identifying, assessing, monitoring, managing and reporting on the "material and relevant risks" associated with
the insurer’s current business plans. ORSA, which provides for an effective date of January 1, 2015, is part of the NAIC’s
overall Solvency Modernization Initiative. As a model act, ORSA must be adopted by our domiciliary state to be effective for
our insurance company subsidiaries. We are working to integrate the requirements of ORSA into our existing risk management
framework.

The NAIC is reviewing life insurers’ use of insulated separate accounts for products that are not variable (where assets of
the separate account, equal to the reserves and other contract liabilities with respect to the account, are protected from liabilities
arising out of any other business of the company), which might lead to a recommendation against the allowance of insulation
for certain products. We cannot predict what, if any, changes may result from this review and possible recommendations. If
applicable insurance laws are changed in a way that impairs the use of insulation for certain contracts, our ability to sell new
contracts, such as BOLI, may be adversely affected.

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 company subsidiaries’ separate accounts are
registered as investment companies under the Investment Company Act of 1940. One subsidiary is registered as a broker-dealer
under the Securities Exchange Act of 1934 and is a member of, and subject to regulation by FINRA.

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.

During 2014, our primary life insurance subsidiary, Symetra Life Insurance Company, established a captive insurance
subsidiary, Symetra Reinsurance Corporation, which entered into a 25-year transaction to finance up to $107.2 million of
reserves related to universal life insurance policies with secondary guarantees issued on or before December 31, 2014. This
transaction was designed to be in compliance with then-current regulations and was approved by our state insurance regulator.

Insurance departments of certain states oppose the life insurance industry's use of captive insurance companies, even
under the new NAIC framework, and such arrangements have recently received negative press coverage. To date, other
insurance departments, including the lowa Insurance Division, do not oppose the use of captives, and we, like many life
insurance companies, established our captive to satisfy reserve and capital requirements. However, we may be subject to
reputational risk concerning the use of captives, and we cannot predict what actions regulators, rating agencies, or other may
take with regards to these transactions. Further, if we are unable to continue to use captive reinsurers in the future, our ability to
write certain products, and/or our risk-based capital ratios and ability to deploy excess capital, could be adversely affected. We
may need to increase prices or take other actions related to the pricing of these products, which could adversely impact our
competitive position.

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

We face 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. We may become subject to class actions
and regulatory actions and we are or may become subject to individual lawsuits relating to, among other things, 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, breaches of fiduciary or other duties to customers, and investment activities. 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. Such litigation or regulatory investigations may relate to the following:

e Annuity sales to seniors continue to be scrutinized by 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.
Many of our distribution partners are also subject to FINRA oversight of annuity suitability.

»  Marketing and advertising of fixed indexed annuities has been the subject of scrutiny, including by our primary
insurance regulator in lowa. We believe we comply with the advertising regulations of the states where we offer
and sell our fixed indexed annuity products; however, violation of insurance advertising regulations could subject
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us to penalties, fines, and reputational risk that affects our relationship with our regulators, customers, and
distributors.

e We are subject to market conduct examinations related to unclaimed property by state insurance regulators and
audits of escheatment practices by state revenue authorities, and signed agreements to resolve pending matters
with certain state insurance departments during 2014. It is possible that other examinations, audits and related
activity and/or new state laws or regulations could result in additional payments to beneficiaries, additional
escheatment of funds deemed abandoned under state laws, interest penalties, and changes to Symetra's life
insurance company subsidiaries’ procedures. Given the legal and regulatory uncertainty in this area, it is also
possible that life insurers, including Symetra’s life insurance company subsidiaries, may be subject to claims,
regulatory actions, law enforcement actions and civil litigation concerning their business practices.

*  We offer limited benefit medical products that, while providing basic benefits, do not rise to the level of minimum
essential coverage for the purposes of the individual and employer mandates in PPACA. Although we believe
these limited benefit medical products provide valuable, low cost coverage for underserved markets, we may be
subject to reputational risk by offering such plans.

*  We offer funding services to payees of our structured settlement annuities. Funding services have been viewed
unfavorably in the past by consumer advocates and the media and have the potential to be misunderstood by
regulators and courts.

e We are also subject to various other 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.

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 litigation, regulatory action or investigation, we could incur significant expenses or suffer 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.

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

Changes to the Internal Revenue Code, administrative rulings, or court decisions could make our products less desirable,
increase our effective tax rate, and lower our earnings. Congress has previously considered and may revisit legislation that
could make our products less attractive to customers, including legislation that would reduce or eliminate the benefits derived
from the tax exempt or deferred nature of life insurance and annuity products. For example, the Tax Reform Act of 2014
proposal would, if enacted, negatively affect the taxation of life insurance companies by changing the calculation of tax
reserves, increasing the DAC tax, further limiting the dividends-received deduction, and cutting back on the ability to use
corporate-owned life insurance. The 2015 presidential budget proposal also detailed a range of measures that would affect the
taxation of insurance companies and the products they sell.

Due in large part to the ongoing budget crisis affecting many state and local 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. The specific form of any such potential legislation is uncertain and 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.

Changes in the availability or administration of benefits related to tax credit investments could also adversely affect our
profitability. Additionally, if we are unable to generate sufficient taxable income, we may be unable to realize our expected rate
of return on our tax credit investments or otherwise execute on our tax planning strategies.

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 typically 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, along with other insurers, would
be obligated to pay. Further, amounts for historical insolvencies may be assessed over many years, and there can be significant
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uncertainty around the total obligation for a given insolvency. In addition, certain states allow us to offset future assessments
with premium tax offsets which are estimated and recorded as a corresponding asset. Our liability 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. In addition, future premium tax offsets may not be realized and we may be required
to decrease our asset, which could also have an adverse effect on our results of operations.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

We lease 222,000 square feet in Bellevue, Washington which serves as our corporate headquarters and the primary
operations location for our divisions. We also lease 29,000 square feet in Enfield, Connecticut and 14,000 square feet in
Waltham, Massachusetts, where we have strategic operations supporting our Benefits and Individual Life divisions. In addition
to these locations, we lease 19 other properties throughout the U.S. which comprise a total of 80,000 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. Mine Safety Disclosure
Not applicable.

46



PART Il
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 New York Stock Exchange (NYSE) under the symbol "SYA" on
January 22, 2010. The following table presents the high and low closing price for our common stock and the dividends declared
per share during the 2014 and 2013 fiscal years:

Dividend
High Low Declared
2014:
0T (o U U =] OSSR $ 2411 $ 2137 $ 140 @
B I 2T o U U (=] PSS 24.82 22.42 0.10
SECONA QUAITET ...ttt bbbt sbenre s 23.10 19.32 0.10
T A0 [0 U (=] OSSR 20.55 18.25 0.10
2013:
FOUIH QUAIET ... e $ 19.19 $ 1765 $ 0.09
TRIFA QUAITET . 18.64 16.30 0.09
L0 0 [0 [V U (Y USSR 15.66 12.92 0.08
FAPSE QUAITET ... e 13.97 12.63 0.08

(1) The amount shown includes a special dividend of $1.30 per common share.

On February 20, 2015, there were approximately 65 registered holders of record for our common stock and 115,833,208
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 in our common stock and in each of the foregoing indexes on January 22, 2010, the date of our initial public offering.
It also assumes the reinvestment of dividends. The graph covers the period of January 22, 2010, through December 31, 2014.

SYA —l— S&P 500 S&P Life & Health
240
220 .
200 =
180
160
140
120
100 B
80
60 . . -
o "..":?"'\0 \1".“.*\"'\0 \«_,"-.’-‘\""\\ \«;«.’?\]‘G \«,"..”.*\""\? N ,'-._”?\"'\x
1/22/2010 12/31/2010  12/31/2011  12/31/2012  12/31/2013 12/31/2014
SYA oo, $ 100 $ 109 $ 74°¢ 108 $ 161 $ 211
S&P500......ccccu..e. 100 117 120 139 184 209
S&P Life & Health. 100 123 97 112 182 186
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Dividend Policy

Since becoming a public company, Symetra has paid and intends to continue to pay quarterly cash dividends on its
common stock. From time to time, Symetra's board of directors may also declare a special dividend, such as the dividend paid
to shareholders during the fourth quarter of 2014. The future declaration and payment of any dividends will be at the discretion
of the board of directors and will depend on many factors, including our financial condition and results of operations, liquidity
requirements, market opportunities, capital requirements of its subsidiaries, legal requirements, regulatory constraints and other
relevant factors.

For more information regarding our ability to pay dividends, see Item 7 — "Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources" and Note 15 in the accompanying notes to
the consolidated financial statements.

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, 2014 are set
forth in whole shares below:

Total Number of Shares Maximum Number
Total Number Purchased as part of of Shares that
of Shares Average Price Publicly Announced May Yet Be Purchased
Purchased (1) Paid Per Share Program Under the Program
Period:
October 1, 2014 — October 31, 2014........... — $ — - 6,946,697
November 1, 2014 — November 30, 2014 ... 473 22 66 — 6,946,697
December 1, 2014 — December 31, 2014.... 135,618 23.05 - 6,946,697
TOMAL. oo 136,001 $ 23.05 — 6,946,697

(1) Represents shares withheld to offset tax withholding obligations related to the vesting of restricted shares.

The board of directors has authorized the repurchase of up to 16,000,000 shares of our outstanding common stock. Under
the stock repurchase program, purchases may be made from time to time in the open market, in accelerated stock buyback
arrangements, in privately negotiated transactions or otherwise. The program may be modified, extended or terminated by the
board of directors at any time.

During the three months ended December 31, 2014, the Company had no repurchase activity under the program. The
timing and amount of any stock repurchases will be determined by management based upon market conditions, regulatory
considerations and other factors. Numerous factors could affect the timing and amount of any future repurchases under the
stock repurchase program, including capital levels, our share price, potential opportunities for growth and acquisitions or other
priorities for capital use.
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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 audited
consolidated financial statements. The consolidated income statement data for the years ended December 31, 2014, 2013 and
2012 and the consolidated balance sheet data as of December 31, 2014 and 2013, except for the non-GAAP financial measures,
have been derived from our consolidated financial statements included in Item 8. The consolidated income statement data for
the years ended December 31, 2011 and 2010 and the consolidated balance sheet data as of December 31, 2012, 2011 and 2010,
except for the non-GAAP financial measures, have been derived from the consolidated financial statements included in
previous filings.

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.

For the Years Ended December 31,

2014 2013 2012 2011 2010

(In millions, except share and per share data)
Consolidated Income Statement Data:

Revenues:

PrEMIUMS...viviiii e e e e e $ 629.1 $ 6272 $ 605.0 $ 5405 $ 473.0

Net INVeStMENt INCOME ......iiiiiiiiiiii s 1,320.5 1,285.0 1,275.2 1,270.9 1,199.4

Policy fees, contract charges and other .................cc..eu..u. 190.4 1917 189.9 180.7 166.3

Net realized gains (I0SSES)........uvvreeeeririiirrieeeeeeeiiiieeeeenns 42.4 35.6 31.1 7.2 40.1
TOtal FEVENUES ..o 2.182.4 2,139.5 2,101.2 1,999.3 1,878.8
Benefits and expenses:

Policyholder benefits and claims..............cccoveeiieenininnns 445.9 462.9 439.0 381.4 335.1

Interest Credited ... ...oveevieieiiiii e 953.8 932.0 932.8 925.9 899.5

Other underwriting and operating eXpenses..................... 367.0 365.1 360.5 317.9 279.9

INEEreSt EXPENSE ..uvvvvviiiiiiiiiiiiiiiiiriib bbb 377 330 328 321 31.9

Amortization of deferred policy acquisition costs............. 78.1 72.4 66.0 68.8 54.1
Total benefits and EXPENSES........cvvvvvvviiiieeee e 1,882.5 1,865.4 1,831.1 1,726.1 1,600.5
Income from operations before income taxes ...........c.covuveee. 209.9 274.1 270.1 273.2 278.3
Provision for inCOME taxes. .........ooviuvrrieeieeniniiiieee e e s 455 53.4 64.7 77.4 84.5
NELINCOME ..eeieiiiiie et $ 254.4 % 2207 $ 205.4 $ 1958 $ 193.8
Net income per common share:

BASIC 1vvuiieeiieiiiiie e e e $ 219 $ 174 $ 1.49 $ 142 $ 1.43

[ 1] [V (Yo $ 219 $ 174 $ 149 $ 142 $ 1.43
Weighted-average number of common shares outstanding:

BASIC 1vvuiieeiiieiiiie e e 116,306,640 126,609,326 138,018,424 137,490,684 135,609,209

DIlUEO. .. 116,310,204 126,613,585 138,023,981 137,510,660 135,618,499
Cash dividends declared per common share...........cc.cccveee.n. $ 170 $ 034 $ 028 $ 023 $ 0.15
Non-GAAP Financial Measures:
Adjusted operating INCOME™..........uuviieiiiiiiiiiiiee e $ 2272 $ 2009 $ 1853 $ 1902 $ 167.9
Adjusted operating income per common share*:

BASIC 1vvuiieeiiieitiie e e e a $ 195 $ 159 $ 134 $ 138 $ 1.24

DIlUEO. ... $ 1.95 $ 159 $ 134 $ 138 $ 1.24
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For the Years Ended December 31,

2014 2013 2012 2011 2010

(In millions, except per share data)
Reconciliation to net income:

NELINCOME 1ot $ 2544 $ 2207 $ 2054 $ 1958 $ 193.8
Less: Excluded realized gains (losses) (net of taxes)................. 27.2 19.8 20.1 5.6 259
Adjusted operating INCOME™ ..........uuiiiiiiiiiiiiiieee e $ 2272 $ 2009 $ 1853 $ 1902 $ 167.9
As of December 31,
2014 2013 2012 2011 2010

(In millions, except per share data)
Consolidated Balance Sheet Data:

Total INVESIMENTS ....ceeeeiiiiee e e e e e e e $ 30,6343 $ 279011 $ 275564 $ 26,171.7 $ 23,500.2
SEpParate aCCOUNT ASSELS ...vvvrruvrrierrieeeiririeessireessreeeessireeessseeeessanns 949.8 978.4 807.7 795.8 881.7
TOLAl BSSELS +eevvreeeeieee ettt e e 33,001.7 30,129.5 29,460.9 28,183.3 25,600.0
Total notes payable 697.2 449.5 449.5 449.2 449.0
Accumulated other comprehensive income (net of taxes) (AOCI).... 990.6 593.6 1,371.2 1,027.3 437.6
Total Stockholders’ QUILY........vvveiieei it 3,360.6 2,941.9 3,630.1 3,114.9 2,356.6
Book value per common Share (1) .......eeeeeeeriivrmmeeeeeeniniieieeeeee e $ 29.02 $ 2499 $ 26.29 $ 2264 $ 17.18
U.S. Statutory Financial Information:
Statutory capital and SUrPIUS..........eeveiiiireiriie e $ 20783 $ 18697 $ 19126 $ 1,8228 $ 1,752.3
Asset valuation reserve (AVR) ........eeeeeioiiiiiiiieee e 299.2 307.0 261.3 220.7 185.1
Statutory Dook Value............eeveiiiii e $ 2,3775 $ 2,176.7 $ 2,1739 $ 2,0435 $ 1,937.4
Non-GAAP Financial Measures:
Adjusted book value™ ... $ 23700 $ 2,3483 $ 22589 $ 2,0876 $ 1,919.0
Reconciliation to stockholders’ equity:

Total StocKnOIders” QUILY .....vvvvvvreeei it $ 33606 $ 29419 $ 36301 $ 31149 $ 2,356.6

LeSS: AOCH .. i, 990.6 593.6 1,371.2 1,027.3 437.6
Adjusted book value™ ... $ 2,370.0 $ 2,3483 $ 2,2589 $ 2,0876 $ 1,919.0
Adjusted book value per common share (2)*..........ccocoviiiiiiininnny $ 2047 $ 19.95 $ 1897 $ 1760 $ 16.23

For the Years Ended December 31,
2014 2013 2012 2011 2010
(In millions, unless otherwise stated)

Return on stockholders’ equity, or ROE .........ccccceveiiiiiiiiiecnee e 7.8% 6.8% 6.1% 7.2% 9.0%
NEL INCOME ..ttt e et r e e e e e $ 2544 $ 2207 $ 2054 $ 1958 $ 193.8
Average stockholders” eqUILY ...........ooveeeiiiiiiiiieee e 3,260.3 3,245.8 3,383.9 2,710.2 2,147.2
Non-GAAP Financial Measures:
Operating return on average equity, or ROAE* 9.5% 8.8% 8.5% 9.5% 9.5%
Adjusted operating INCOME™ .........oooviiiiiiiiine i, $ 2272 % 2009 $ 1853 $ 190.2 $ 167.9
Average adjusted book ValUue™...........cccvviivieiiiiiini e, 2,402.3 2,293.9 2,185.7 2,002.4 1,772.0

*  Represents a non-GAAP measure. For a definition of these measures, see Item 7 — "Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Use of non-GAAP Financial Measures."

(1) Outstanding common shares and shares subject to warrants (in the periods they were outstanding) totaled 115,797,451 as of December 31, 2014,
117,730,757 as of December 31, 2013, 138,063,421 as of December 31, 2012, 137,613,123 as of December 31, 2011 and 137,191,445 as of
December 31, 2010. The warrants were net-share settled on June 20, 2013, resulting in the issuance of 5,297,758 shares of common stock.

(2) Outstanding common shares totaled 115,797,451 as of December 31, 2014, 117,730,757 as of December 31, 2013, 119,087,667 as of December 31,
2012, 118,637,379 as of December 31, 2011 and 118,215,701 as of December 31, 2010.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

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'and Item 1A — Risk Factors."You should read the following
discussion in conjunction with the consolidated financial statements in Item 8 — Financial Statements and Supplementary Data"
and the discussion under Item 6 — Selected Financial Data'included in this Form 10-K, as well as our current reports on Form
8-K and other publicly available information.

Management considers certain non-GAAP financial measures to be useful to investors in evaluating our financial
performance and condition. These have been reconciled to their most comparable GAAP financial measures, see Item 6 —
Selected Financial Data.'For a definition and further discussion of these non-GAAP measures, see — Use of non-GAAP
Financial Measures."

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

Overview

We are a financial services company in the life insurance industry providing employment-based benefits, annuities and
life insurance through a national network of benefits consultants, financial institutions, broker-dealers and independent agents
and advisers. Our operations date back to 1957 and many of our distribution relationships have been in place for decades.

Our Operations
We manage our business through three divisions composed of four business segments:

Benefits Division

*  Benefits. We are a multi-line carrier offering medical stop-loss, limited benefit medical and group life and DI
products and services to employers, unions, and public agencies.

Retirement Division

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

» Income Annuities. We offer SPIAs to customers seeking a reliable source of retirement income or protection
against outliving their assets during retirement. We also service our block of structured settlement policies and
offer funding services options to existing structured settlement clients.

Individual Life Division

e Individual Life. We offer individual life insurance products, such as term and universal life insurance. We also
offer institutional products, including BOLI and variable COLI.

In addition, we have a fifth segment, referred to as the Other segment, which reflects our operations that are not directly
related to the operating segments. This includes small, non-insurance businesses that are managed outside our divisions;
investment income related to unallocated surplus, alternative investments and tax credit investments; unallocated corporate
expenses; interest expense on debt; and inter-segment elimination entries.

See Note 18 to the accompanying consolidated financial statements for the financial results of our segments.

Executive Summary

Net income for 2014 increased to $254.4, from $220.7 in 2013, driven by higher pretax operating income, an increase in
net realized gains, and a lower effective tax rate due to benefits from our tax credit investments. Significant developments
include the following:

»  Benefits Division: Our loss ratio for the year ended December 31, 2014 was 61.5%, which was better than our
2013 loss ratio of 66.5% and below our target range.
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e Retirement Division: Higher FIA account values delivered significant earnings contributions. FIA account values
grew to $3.31 billion from $1.71 billion in the prior year, driven by strong sales. Total account values in our
Deferred Annuities segment grew to $15.17 billion from $13.42 billion in the prior year.

< Individual Life Division: Expanded distribution relationships in the BGA market have resulted in stronger sales,
primarily of our universal life products. Sales of individual life products increased to $38.0 for the year, compared
to $18.6 for 2013. Additionally, we implemented financing to more effectively manage reserves and capital related
to our universal life products with secondary guarantees.

e Senior notes: In the third quarter of 2014, the Company issued $250.0 of 4.25% senior notes due on July 15, 2024.
Interest on the notes is payable semi-annually, commencing on January 15, 2015.

e Capital actions: We deployed a total of $237.6 in share buybacks and dividends during the year. This includes a
special cash dividend of $1.30 per common share, for a total payout of $150.7, funded by the proceeds of the
senior notes.

Business Strategy

We are focused on increasing net income, growing our business and improving our operating ROAE over time. To
advance these objectives in 2015, our business priorities for the year are outlined below.
Division Strategies

*  Profitably grow premiums in our Benefits division, while expanding our reputation as a multi-line carrier that can
provide comprehensive solutions to meet our customers' needs;

e Maintain stable interest spreads on our deferred and income annuity portfolios;
«  Generate strong sales of annuities through banks and broker-dealers and enhance our FIA product offerings; and
« Increase sales of UL products through deeper penetration in existing BGA relationships and the launch of
additional UL riders.
Capital Management

Our goal is to effectively deploy capital while maintaining our financial strength ratings. We believe we have adequate
capital to support strong organic growth through sales of fully-priced products, which remains our top priority for capital
deployment. Our capital priorities remain the same:

e Support continued strong organic business growth;
e Support targeted acquisition opportunities, should they arise; and
*  Return capital to shareholders, in the form of dividends or share repurchases.

Refer to Item 1 — "Business" for further discussion of these strategies. Our success may be affected by the factors
discussed in Item 1A — "Risk Factors" and other factors as discussed herein.

Economic and Industry Trends

Our results and ability to execute on our strategies are influenced by a range of economic and other factors. Economic
factors include interest rates, consumer spending, business investment, government spending, the volatility and strength of
capital markets, investor and consumer confidence, and levels of inflation. We continually monitor developments that affect our
business, including:

e Interest rates: The level of and movement in interest rates can significantly affect the profitability of our in-force
business, as well as our ability to generate sales of new business. For further discussion on how interest rates
affect our business, refer to Item 1A — "Risk Factors."

o Interest rates remain at historically low levels, which has challenged sales of our annuity and life
insurance products. However, we are pleased with the growth that we experienced in 2014, including
sales of our FIA product which we believe offers our customers more attractive investment options in a
low interest rate environment. We believe that our product portfolio and disciplined asset liability
management will help us maintain profitability, as well as position us well for moderate changes in
interest rates.

o Qur investment yields have also been challenged by the interest rate environment in recent years. We are
mitigating these effects by investing in commercial mortgage loans that we originate and through modest
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investments in high-quality privately placed and foreign corporate securities. For further discussion of
our investment portfolio and results, refer to "— Investments."

Low interest rates have driven an increase in prepayments in our investment portfolio and related income
that we receive (primarily make-whole payments on bonds). This income provides a boost to current
period yields, but the accelerated investment cash flows are reinvested at current interest rates, producing
lower yields in future periods. Prepayment activity in 2014 was consistent with 2013, which remains
elevated compared to historical levels.

In response to lower investment yields, we continue to manage new and renewal crediting rates on our
fixed annuities and universal life policies. However, the crediting rates that we set are influenced by
periodic guarantees, contractual minimums, and competitive pressures, among other factors.

Competitive pressures: We operate in a highly competitive marketplace for customers and distributors in each of
our businesses. Our competitors include insurance and other non-insurance financial services companies, such as
banks, broker-dealers and asset managers. Refer to Item 1 — "Business — Competition™ for further discussion of
the competitive environment. Current trends include:

o

We believe that PPACA is affecting the competitive landscape of the market for employee benefits, and
we are seeing increased competition in our medical stop-loss line of business. Employers are exploring
self-funding options, which is attracting attention from other market participants, including major health
insurers.

We are working to increase our brand recognition among our distributors and customers. To help achieve
this goal, we have invested in a nationwide campaign aligned with premier sports brands across multiple
media platforms.

Merger and acquisition activity in recent years has introduced new competitors for fixed annuities sold
through banks and broker-dealers. Some of the newer entrants may have more aggressive views on
investment strategy and profitability goals, and we are monitoring how this affects our ability to remain
competitive.

We are facing increased competition from other lenders in the origination of commercial mortgage loans.
This puts downward pressure on new loan origination yields. We continue to originate loans with a
smaller average principal amount than most life insurance companies while maintaining our underwriting
standards.
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Results of Operations

This discussion should be read in conjunction with our consolidated financial statements and the related notes. The results
of operations and selected operating metrics for our five segments (Benefits, Deferred Annuities, Income Annuities, Individual
Life and Other) for the years ended December 31, 2014, 2013 and 2012 are discussed in their respective sections.

The following table summarizes pre-tax adjusted operating income, by segment:

For the Years Ended December 31, Variance (%)
2014 2013 2012 2014 vs. 2013 2013 vs. 2012

Segment pre-tax adjusted operating income (loss):

BENETIES ... veee et s $ 899 $ 642 $ 70.5 40.0 % (8.9)%

Deferred ANNUILIES. .......uvviiiieeiiiiiiee et 129.1 107.3 102.7 20.3 45

INCOME ANNUILIES. .. vvvveieeeeesiiiiei e e e e 15.9 32.3 45.0 (50.8) (28.2)

INAIVIAUAT LIfe .oeveiiiiiiiiiiee e 45.7 55.3 47.0 (17.4) 17.7

(01311 O U SRR P UPPPPTPPRTR (22.5) (15.5) (26.1) * *
Pre-tax adjusted operating income (1) .....ccooveeeerierreevinneesiineenas $ 2581 $ 2436 $ 239.1 6.0 % 1.9 %

Add: Excluded realized gains (I0SSES) .......vvvveeerrriurreereaanannns 418 30.5 31.0 * *
Income from operations before iINCOMES taxes .........ccvvveereeerinnns $ 2999 $ 2741 $ 270.1 9.4 % 15 %
Total provision for iNCOME taXes .......cccvvvveeriieneesiiieeeser e e s $ 455 $ 534 $ 64.7 (14.8)% (17.5)%
NEE INCOME .ttt $ 2544 $ 2207 $ 205.4 153 % 7.4 %

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

(1) Represents a non-GAAP measure. For a definition of this measure, see — "Use of non-GAAP Financial Measures."

The following table sets forth detail of our other underwriting and operating expenses allocated among the segments:

For the Years Ended December 31,

2014 2013 2012

Salaries, incentive compensation, and other emplOYEE COSES .....ccvvvviiveerivieiireeiviesieesineens $ 1972 $ 186.3 $ 173.7
RENt ANA OCCUPANCY COSES ..o ieiiiiiieeeees ettt e e e e e sttt et e e e e s e s sib e e e e e e e e s sanbbne e e e e e e s snnnnreeeas 185 14.9 12.7
Professional service and SOftware liCENSING ...vvvvieeiieiuiieiiie et 59.3 50.6 58.2
(11 TSP PRPPPOPRRTP 26.2 30.1 27.7
TOtal OPErAtING EXPEINSES ... eeeeeeeeees ettt ee e e e s et e e e e e e s aanbb b e e e e e e s aasbrreeeeaesaannsbeeeaaesaannees 301.2 281.9 272.3
Commissions and premium-based taxes and fE8S........c.ovvuriiiiieii i 237.2 205.4 153.4
DAC EFEITAIS ...eeiieeiiiieie ettt et e e s et r e e e e e e et b e e e e e e e s snnnnneeeas (171.4) (122.2) (65.2)
Other underwriting and OPErating EXPENSES ....ve.vvierureriirrereeerireeseeesiresseeesreesseeesineesseesseres $ 3670 $ 365.1 $ 360.5

Year Ended December 31, 2014 Compared to the Year Ended December 31, 2013

Net income increased $33.7 as a result of higher pre-tax adjusted operating income, discussed further below, an increase
in net realized gains, and a lower provision for income taxes due to a lower effective tax rate. Most net realized gains (losses)
are excluded from pre-tax adjusted operating income. Refer to — "Investments" for further discussion of realized gains (losses).

Pre-tax adjusted operating income increased $14.5 from the year ended December 31, 2013. Contributions from our
Benefits and Deferred Annuities segments improved significantly, while we experienced declines in our Income Annuities,
Individual Life, and Other segments. Segment results, discussed further for each segment below, include net prepayment-related
income of $34.9, which consisted of $55.1 of net investment income from investment prepayments (primarily bond make-
whole payments in our Deferred Annuities segment), less $20.2 of related DAC and DSI amortization. This was flat with last
year, as net prepayment-related income contributed $34.9 to pre-tax adjusted operating income for the year ended December 31,
2013.

Our other underwriting and operating expenses increased $1.9. This reflects higher expenses to support business growth
including an increased number of employees, a $4.3 charge primarily for prior years' state sales and use tax expense, increases
in rent and occupancy costs, and expenses associated with our national brand campaign. Partially offsetting these were expense
savings of $18.3 related to a broker-dealer subsidiary sold in the fourth quarter of 2013.

54



The provision for income taxes decreased by $7.9 from 2013. The effective tax rate declined to 15.2% for the year ended
December 31, 2014 from 19.5% for the same period in 2013 due primarily to increased benefits from our tax credit
investments.

Year Ended December 31, 2013 Compared to the Year Ended December 31, 2012

Net income increased $15.3 primarily as a result of higher pre-tax adjusted operating income, discussed further below,
and a decrease in the provision for income