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

As of As of

March 31, 2018 December 31, 2017
(Unaudited)
ASSETS
Investments:
Available-for-sale securities:

Fixed maturities, at fair value (amortized cost: $30,289.1 and $29,786.5, respectively).. $ 30,259.7 $ 30,473.4
Marketable equity securities, at fair value ... 688.2 755.7
Mortgage l0ans, NET ..o e 6,215.7 6,241.2
Derivatives, at fair VAIUE ..........oueeeeeeeieee e e e e e e e e e e e e e eeeees 261.2 339.1
Investments in limited partnerships (includes $51.3 and $52.5 at fair value, respectively). 212.5 225.5
Policy loans and other invested assets ... 58.2 61.2

TOtal INVESIMENTS ...ttt e e e e e e e e e e e e e e et e e e e e e e eeeeaaaeeeeenees 37,695.5 38,096.1
Cash and cash equivalents 3914 362.0
Accrued investment income 344.2 336.6
ReINSUranCe reCOVEIabIES .........coiiiiiiiiiiiiie ettt e et e e et e e e e e e e e nnneeeeanns 323.6 318.2
DAC @Nd VOBA ..ttt a et b et aee s 875.3 696.2
Receivables and Other @SSetS ...........oooiiiiiiiiiiiii e 2371 240.3
Other intangible assets, Net ... 1,253.3 1,275.1
GOOAWIIL .ttt h e h e ettt ekt e e st e e s e e e ehn e e et e e e enn e e nnneennreenee 563.0 563.0
Separate account assets ... 975.6 978.1
o] e= 1= 1T Y= N $ 42,659.0 $ 42,865.6
LIABILITIES AND STOCKHOLDER'S EQUITY
Funds held under deposit CONraCES .........oeiiiiiiiiiiiiieeee e $ 35,7278 $ 35,306.8
Future poliCy DENEFItS ......coiiiiie e e 505.6 498.8
(L] [To3 VA= Ta o It ] o = Tox fex =1 {3 o - SN 2151 196.6
Other policyholders' fUNAS ..........oiiiiiiiiie e 133.2 118.0
LI [0 (=TT o= ) 2= ][ 706.4 706.6
Deferred income tax liabilities, NEt ...........uuueeieiiiee e 86.7 222.3
Other IADIlIIES ....eeeueiieieiee ittt ettt e e bt e e st e e anbeeeteeesaseesnneeenneeeanee 663.9 622.0
Separate account iabilities ..........oooi i 975.6 978.1
B o] e= LN 1= o 1T P TOTSPRRPP 39,014.3 38,649.2
Commitments and contingencies (Note 11)
Common stock, $0.01 par value; 1,000 shares authorized; 100 issued and outstanding ..... — —
Additional paid-in CAPItAl .........cccoiiiiiiiiie e 3,516.7 3,516.7
Retained @arninNgs ........ccciiiiiiiiii e 162.6 144.8
Accumulated other comprehensive income (loss), net of taxes .......ccceecceveviiie e, (34.6) 554.9
Total StoCKNOIAEI'S EQUILY .....eeeieeieeee e e e e e e e e e s e e e e ennaeae s 3,644.7 4,216.4
Total liabilities and stockholder's @qQUILY ........c.eeviiiiiiiiii e $ 42,659.0 $ 42,865.6

See accompanying notes.



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

(Unaudited)
For the Three Months Ended
March 31,
2018 2017
Revenues:
L T4 10 o TS $ 2529 § 216.1
Net iNVESIMENT INCOME ...ttt e st e e eaneeannee s 334.9 314.7
Policy fees, contract charges, and Other ..o e 79.1 69.1
Net realized gains (losses):
Total other-than-temporary impairment losses on securities ........c..cccccveeviciieeeicieee e (2.5) —
Less: portion recognized in other comprehensive iNCOME .............occeeiiiiiiiiiiiiiiie e — —
Net impairment losses on securities recognized in €arniNgs ..........ccoeeiciieeeiiiee e (2.5) —
Other net realized gaiNs (IOSSES) ....vieiiiiiiiieiiiiee ettt e e e s e e e et e e e e enteeeeaanneeeeaanseaaeeannes (52.1) (0.1)
Net realized gains (IOSSES) .....cciiiiiiiiiiie ettt (54.6) (0.1)
TOI FEVENUES ...ttt ettt ettt e et e et e e he e e e st e e te e e e n e e nan e e e e e e enneeanneean 612.3 599.8
Benefits and expenses:
Policyholder benefits and Claims ...........coouiiiiiiiiiiii e 223.9 180.7
INErESt Credited ...ttt 249.6 241.7
Other underwriting and Operating EXPENSES .......uuvieiiiuiiieeieieeeeecie e e eeeee e e eeeeeeeaenaeeeesnaeeesenneeeeeans 123.9 117.7
INEEIESE EXPENSE ..ottt e e eas 6.2 7.5
Amortization of DAC and VOBA 3.7 191
Amortization of intangible assets .... . 21.7 21.7
Total beNEfitS aNA EXPENSES ......veiiieiiiiiie ettt st e e b e e sab e e e bt e e sbee e snteeenneaesnaeeanneean 629.0 588.4
Income (loss) from operations before INCOME taXeS .......coviiiiiiii i e (16.7) 1.4
Total provision (benefit) for iNCOME tAXES ......cvviiiiiiiie et e e a e eneaeeeans 9.8 (6.8)
NEL INCOME (IOSS) vttt h ettt h bt et se e et s bt bt eae e e et e nbesbe st e eneeneennens $ (26.5) $ 18.2

See accompanying notes.



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

(Unaudited)
For the Three Months Ended
March 31,
2018 2017
NEE INCOME (IOSS) evetiiuieii ettt ettt b ettt a bt ea et et bt bt eae et e b et eb e e bt eae e e e b e ebesbeebeeneennenen $ (26.5) $ 18.2
Other comprehensive income (loss), net of taxes and reclassification adjustments:
Changes in unrealized gains (losses) on available-for-sale securities (net of taxes of $(146.2) and
BB0.3) ittt he et eae e teeteeheeaeeae et e teeaeeReeneene e aeteeReeaeensenneeaeeneeneeneensennennan (549.9) 111.9
Impact of net unrealized (gains) losses on DAC and VOBA (net of taxes of: $28.5 and $(10.3))....... 107.3 (19.2)
Impact of cash flow hedges (net of taxes of $(8.7) and $(4.1)) ...cceeivieireiiiiieiiee e (32.6) (7.7)
Other comprehensive iNCOME (IOSS) ......oiviiiiiiiiie it (475.2) 85.0
Total comprehensive INCOME (I0SS) .........oiuuiiuiiiiiiieeie ettt ettt e ete e eteeeteeeteeseeaeenseenseeneeenneeneeenes $ (501.7) $ 103.2

See accompanying notes.



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

(Unaudited)
Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive Stockholder's
Stock Capital Earnings Income Equity
January 1, 2017 ..o $ — $ 36777 $ 17.0 $ 1435 $ 3,838.2
NEetiNCOME ....ooiiiiii e — — 18.2 — 18.2
Other comprehensive iNCOME .........cccceeviieiiiiiiieeiieee — — — 85.0 85.0
Dividends declared ..........cccccevviiiireiniiee e — (161.0) (19.0) — (180.0)
Balances as of March 31, 2017 $ — $ 35167 $ 16.2 $ 2285 $ 3,761.4
Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive Stockholder's
Stock Capital Earnings Income Equity

January 1, 2018 .....ooiiiiieee e $ — $ 35167 $ 1448 $ 5549 $ 4,216.4
NetinCOME ..o e —_ —_ (26.5) —_ (26.5)
Other comprehensive iNnCOME .........ccccccvvveeviiieeeeiiieeene — — — (475.2) (475.2)
Dividends declared ..............cccoiiiiiiiiiiii s — — (70.0) — (70.0)
Adoption of new accounting standard .............ccccccoeieenen. — — 114.3 (114.3) —
Balances as of March 31, 2018 .......ooooueieeiiieeeeeeeee e $ — $ 35167 $ 1626 $ (34.6) $ 3,644.7

See accompanying notes.



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

(Unaudited)
For the Three Months Ended
March 31,
2018 2017
Cash flows from operating activities
NEEINCOME (IOSS) ...ttt et e et et eesar e e s n e e e be e e saneesareeeanas $ (26.5) $ 18.2
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:
Net realized (GAINS) IOSSES ....couiiiiiiiiiii ettt e 54.6 0.1
Accretion and amortization of invested assets, Net ...........cccccooeiiiiiiiiiieeeeee 62.6 73.5
Amortization of iNtangible aSSets ..o 21.7 21.7
Other amortization, accretion and depreciation ..............cccooiiiiiiiiiii e (0.8) (10.0)
Deferred income tax provision (DeNefit) .........c.oooiiiiiiiiiii e 9.2) (11.6)
Interest credited on deposSit CONIACES .........ocueiiiiiiiiii i 249.6 241.7
Mortality and expense charges and administrative fees ..........ccccooviiiiiiiiin e (62.0) (52.1)
Other changes in:
DAC aNd VOBA .ttt ettt e ettt e et e e bt e e aaee e ente e e abee e eneeeeaeeeanneeanneeanee (64.6) (51.7)
Future poliCy DENEFILS .......ccuiiiiiiiiii i 15.7 7.5
Other POlICYNOIAET FESEIVES ......eiiiiiiiiie et 81.7 16.3
Policy and contract Claims ..........ooouiiiiiiiii e 18.5 19.7
Other assets and lAbIlitIES ..........occuiiiiiiiiee e e e e aee e e nnee 21.2 (15.6)
(010 1=T 0 1= U P TSRO P TP (9.3) 1.5
Total adjUSIMENTS ... 379.7 241.0
Net cash provided by (used in) operating acCtiVities ...........ccoceeiiiriiiiiiiii e 353.2 259.2
Cash flows from investing activities
Purchases of:
Fixed maturities and marketable equity SECUNILIES ..........cccccueiiiiiiiiiiii e (1,541.6) (1,794.1)
Derivatives and other investments ... (46.6) (43.4)
Issuances of MOMGAge I0ANS .......c.oiiiiiiiiieee et (132.9) (156.9)
Sales of fixed maturities and marketable equity SeCUrities ............cccceviiiiiiiiiiiiiiee 516.1 760.3
Maturities, calls, paydowns, and other repayments ...........cccccoooiiiiiieniieniiceee e 647.3 521.3
Cash received for sales/settlements of derivatives and other investments ...............c.cccooiiiieen. 72.0 54.0
Repayments of MOrtgage l0aNS ........cocuiiiiiiiiiie e 149.2 92.3
Cash received (pledged or returned) as collateral, net ............oociiiiiiiiiiii e, (100.2) 35.8
(01 1=T (4T ST O TP OO RO PT PP OUOPTON (19.3) (31.2)
Net cash provided by (used in) iNVeSting aCHIVIIES .........ccccoiiiiiiiiiiieiie e (456.0) (561.9)
Cash flows from financing activities
Policyholder account balances:
Deposits ......ccceeennes 929.2 1,183.4
Withdrawals (725.7) (586.7)
Cash dividends paid on COMMON StOCK ..........couiiiiiiiiiiiie e (70.0) (180.0)
Proceeds from DOITOWINGS ........oiiiiiiiii ettt sttt b e ne s 450.0 —
Repayment of senior notes and term loan ............. (450.0) —
Net cash provided by (used in) financing activities 133.5 416.7
Net increase (decrease) in cash, cash equivalents, and restricted cash ...........ccccccoiiiiiiiiicieenen, 30.7 114.0
Cash, cash equivalents, and restricted cash at beginning of period ............ccccoiiiiiiiiiiiiiii e 369.9 399.9
Cash, cash equivalents, and restricted cash at end of period $ 4006 $ 513.9
Supplemental disclosures of cash flow information
Non-cash transactions during the period:
Fixed maturities @XChanges ............oooiiiiiiii e $ 99 $ 40.5
Cash, cash equivalents, and restricted cash reconciliation
Cash and Cash QUIVAIENES ..ottt e bt e e sab e e sbe e sneeesnneeenee $ 3914 $ 503.5
Restricted cash, included in receivables and other assets ............ccooviciiiiiii e, 9.2 10.4
Total cash, cash equivalents, and restricted Cash ...........ooooiiiiiiiiiiiiiii e $ 4006 $ 513.9

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

1. Description of Business

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

The Company's principal products include fixed and fixed indexed deferred annuities, single premium immediate annuities
(SPIA), medical stop-loss insurance, group life and disability income (DI) insurance, group fixed-payment insurance,
individual life insurance, and institutional life insurance including bank-owned life insurance (BOLI) and variable corporate
owned life insurance (COLI). The Company also services its blocks of structured settlement and variable annuities.

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

2. Summary of Significant Accounting Policies

The interim condensed consolidated financial statements have been prepared in conformity with U.S. generally accepted
accounting principles (GAAP). The preparation of financial statements in conformity with GAAP requires the Company to
make estimates and assumptions that may affect the amounts reported in the interim condensed consolidated financial
statements and accompanying notes. These interim condensed consolidated financial statements are unaudited and in
management's opinion include all adjustments, consisting of normal recurring adjustments and accruals, necessary for a
fair presentation. All significant intercompany transactions and balances have been eliminated. Certain reclassifications
have been made to prior year financial information to conform to the current period presentation. Management has
assessed subsequent events through June 1, 2018, the date the financial statements were issued.

The interim condensed consolidated financial statements should be read in conjunction with the December 31, 2017
audited consolidated financial statements. Financial results for the three months ended March 31, 2018 are not
necessarily indicative of the results that may be expected for the twelve months ended December 31, 2018.

A full description of the Company's significant accounting policies is included in the December 31, 2017 audited
consolidated financial statements, available on the Company's website.

Income Taxes

The Company had a negative effective tax rate for the three months ended March 31, 2018 and 2017. The Company's
effective tax rate differs from the U.S. federal income tax rate each year, primarily due to benefits from the Company's tax
credit investments relative to the forecasted income from operations for the twelve months ended December 31.

On December 22, 2017, the Tax Cuts and Jobs Act of 2017 (the "2017 Tax Act") was signed into law. The effects of the
2017 Tax Act have been reasonably estimated and were recorded as a provisional amount for the year ended December
31, 2017. As analysis of the 2017 Tax Act is completed, and any additional guidance is issued and interpreted, there may
be adjustments to this provisional amount, which will be recorded in the provision for income taxes in the period made.
There were no significant adjustments to the provisional amount recorded for the three months ended March 31, 2018.



SYMETRA FINANCIAL CORPORATION

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

(Unaudited)

Accounting Pronouncements

Standard

Required date

Description of adoption

Effect on the financial
statements or other significant
matters

Accounting Pronouncements Newly Adopted

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

This standard amends recognition
and disclosure requirements primarily
for equity investments carried at fair
value. Under the standard, changes in
fair value will be recorded in income.
In addition, the requirement to
disclose the fair value of financial
instruments held at amortized cost
has been eliminated for nonpublic
companies.

January 1, 2019

Accounting Pronouncements Not Yet Adopted

Update No. 2017-12,
Derivatives and
Hedging (Topic 815):
Targeted
Improvements to
Accounting for
Hedging Activities

This standard amends the recognition
and measurement of hedging
instruments to better represent an
entity's risk management activities.
Under the standard, the requirement
to separately measure and report
hedge ineffectiveness is eliminated. In
addition, the standard provides relief
from certain initial documentation
requirements and replaces the
requirement for quarterly quantitative
ineffectiveness testing with a
qualitative approach.

January 1, 2020

The Company early adopted the
standard on January 1, 2018 using
a modified retrospective approach.

The Company previously held

equity investments classified as
available-for-sale securities that
were impacted by the standard.

Upon adoption, $114.3 of net
unrealized gains, net of taxes of
$30.4, related to these securities
were reclassified from AOCI to
retained earnings.

Subsequent to adoption, changes
in fair value of these securities are
recorded through net realized gains
(losses) on the consolidated
statements of income (loss). As a
result, the Company expects
increased volatility in net income.

The Company is evaluating the
potential impact of the standard on
its financial statements. The
Company holds derivative
instruments that will be impacted by
the standard (See Note 6 for details
regarding these holdings).

Upon adoption, the Company will
apply the standard using a modified
retrospective approach. The
Company plans to early adopt on
January 1, 2019.



SYMETRA FINANCIAL CORPORATION

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

(Unaudited)

Accounting Pronouncements Not Yet Adopted (cont.)

Update No. 2016-02,
Leases (Topic 842)

Update No. 2017-08,
Receivables -
Nonrefundable Fees
and Other Costs
(Subtopic 310-20):
Premium Amortization
on Purchased
Callable Debt
Securities

Update No. 2016-13,
Financial Instruments
- Credit Losses (Topic
326)

Update No. 2017-04,
Intangibles - Goodwill
and Other (Topic 350)

This standard amends the recognition
requirements for all leases with a term
greater than 12 months and provides
new guidelines for the identification of
a lease within a contract. Under the
standard, companies must measure
and recognize a liability to make lease
payments and a right-of-use asset
representing the right to use the
underlying asset for the lease term. In
addition, the standard requires
expanded quantitative and qualitative
disclosures.

This standard amends the guidance
for amortization of premiums on
purchased callable debt securities.
Under the standard, premiums on
these securities will be amortized to
the earliest call date, rather than final
maturity of the security. The guidance
applies only to bonds for which the
call date and price is fixed. Further,
the amortization period for debt
securities carried at a discount will not
be impacted.

This standard amends the credit loss
measurement guidance for available-
for-sale securities. Credit losses will
be recognized in a credit allowance
account rather than as reductions in
the amortized cost of the securities.
Further, entities are no longer allowed
to consider length of time a security
has been underwater as a factor
when evaluating credit losses.

This standard also amends existing
guidance on the impairment of certain
financial instruments by adding an
impairment model that reflects
expected credit losses. This requires
consideration of a broader range of
reasonable and supportable
information to inform credit loss
estimates.

January 1, 2020

January 1, 2020

January 1, 2021

This standard removes the
requirement to calculate the implied
fair value of goodwill (Step 2 of the
goodwill impairment test) to measure
a goodwill impairment charge. A
goodwill impairment charge will now
be measured as the amount by which
a reporting unit's carrying value
exceeds its fair value determined in
Step 1 of the goodwill impairment
test.

January 1, 2022

This impairment test will be applied to
goodwill assigned to all reporting
units, even those with zero or
negative carrying amounts. Entities
will be required to disclose the
amount of goodwill assigned to
reporting units with zero or negative
carrying amounts.

10

The Company is evaluating the
potential impact of the standard on
its financial statements. The
maijority of the Company's leases
are currently accounted for as
operating leases.

Upon adoption, the Company will
apply the standard using a modified
retrospective approach and apply
the requirements to all existing
leases. The Company plans to
early adopt on January 1, 2019.

The Company is evaluating the
potential impact of the standard on
its financial statements.

Upon adoption, the Company will
apply the standard using a modified
retrospective approach. The
Company plans to early adopt on
January 1, 2019.

The Company is in the early stages
of evaluating the potential impact of
the standard on its financial
statements.

Upon adoption, the Company will
apply the standard using a modified
retrospective approach. The
Company plans to early adopt on
January 1, 2020.

The Company is monitoring the
potential impact of the standard on
its annual goodwill impairment
assessment.

Upon adoption, the Company will
apply the standard prospectively.
The Company plans to early adopt
on January 1, 2020.



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

3. Other Intangible Assets

Intangible assets with finite lives are amortized on a straight-line basis over the estimated useful life of the assets.

Amortizable intangible assets consist of value of distribution acquired (VODA), value of customer relationships acquired

(VOCRA), trade names, and technology.

Identified intangible assets recognized by the Company included the following:

As of March 31, 2018 As of December 31, 2017
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
VODA e $ 7820 $ (49.2) $ 7820 $ (43.5)
VOCRA et 386.7 (83.8) 386.7 (74.1)
Trade NAMES ...ooeeeiiiieeeiiiee et e e e e e s e e e eeee e e 190.0 (24.2) 190.0 (21.4)
TEChNOIOGY ..vvveeiieiee e 72.0 (31.2) 72.0 (27.6)
Total intangible assets subject to amortization.................. 1,430.7 (188.4) 1,430.7 (166.6)
Insurance licenses 11.0 — 11.0 —
Total intangible assets $ 14417 $ (188.4) $ 1,4417 $ (166.6)
The following table sets forth the estimated future aggregate amortization expense for the next 5 years:
Year Amount
20718 (FEMAINING)  c.eveeureeieeie et ee et e e et e et eeteeeteeeteeeaeeeaeeeseesaeeabeseaeeeteeaseessseebeesseeateeaseesseenbeeseenseenseensean $ 65.3
D20 PSPPSRt 87.0
b0 TP PP PO PP OPPOPPPTRPPPOE 87.0
D20 PP TP PPt 73.4
D20 OSSPSR 721

4. Investments

The Company's investment portfolio consists in large part of fixed maturities and commercial mortgage loans, as well as a
smaller allocation of marketable equity securities, investments in limited partnerships, derivatives, and other investments.
Equity investments primarily consist of common stock and exchange-traded funds (ETFs) in support of long-duration

insurance products in the Income Annuities segment.

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

As of March 31, 2018

Cost or Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
U.S. government and agenCies .........c.ceceeeiiieeieeeiiee e $ 5174 $ 19 $ (7.6) $ 511.7
State and political SUbIVISIONS ..........ccceiiiiiiiiieiieie e 7791 21 (13.4) 767.8
Corporate SECUNMLIES ...ccuueiieiiiiiie e e e e e e e 23,783.4 398.8 (324.7) 23,857.5
Residential mortgage-backed securities ............ccccceeeiiiiieeecciiee e, 2,522.9 5.0 (86.9) 2,441.0
Commercial mortgage-backed securities 7871 0.8 (11.4) 776.5
Collateralized loan obligations ..........cccocciieeriiiiee e 1,100.3 12.2 (0.2) 1,112.3
Other debt obligations ..........cceeiiiiiiii e 798.9 6.4 (12.4) 792.9
TORAL ettt et e e ae e e enaeeebe e e naeeanee e $ 30,2891 $ 4272 $ (456.6) $ 30,259.7
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)

(Unaudited)
As of December 31, 2017
Cost or Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
U.S. government and agencies $ 446.2 $ 02 $ 4.9) $ 441.5
State and political subdivisions 794.3 5.0 (6.9) 792.4
Corporate SECUNMLIES ....c.uveveiiiiiieeiciiiee et 23,356.2 774.0 (60.5) 24,069.7
Residential mortgage-backed securities 2,535.2 6.6 (50.1) 2,491.7
Commercial mortgage-backed securities 795.0 3.8 (3.1) 795.7
Collateralized loan obligations ..........c.ccceeviiiiiiiiiiie i 1,128.1 18.5 — 1,146.6
Other debt obligations ..........ccueiiiiiiee e 731.5 9.8 (5.5) 735.8
TORAL ettt aa e ene e $ 29,7865 $ 8179 $ (131.0) $ 30,4734

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

INAUSTIIAL ...
Consumer discretionary
Utilities

Financial

Consumer staples
Health care

As of March 31, 2018 As of December 31, 2017

Fair Value % of Total Fair Value % of Total

$ 4,421.8 18.5% $ 4,484 .1 18.6%
3,313.5 13.9 3,388.3 141
3,110.6 13.0 3,102.9 12.9
2,908.9 12.2 2,826.1 11.7
2,707.9 11.4 2,721.6 11.3
2,560.9 10.7 2,660.0 1.1
4,833.9 20.3 4,886.7 20.3

$ 23,857.5 100.0% $ 24,069.7 100.0%

The following tables summarize gross unrealized losses and fair values of the Company's available-for-sale investments.

The tables are aggregated by investment category and present se

parately those securities that have been in a continuous

unrealized loss position for less than twelve months and for twelve months or more.

As of March 31, 2018

Less Than 12 Months

12 Months or More

Gross Gross

Fair Unrealized # of Fair Unrealized # of
Value Losses Securities Value Losses Securities
U.S. government and agencies ...........ccccceeveeeeennne $ 264 $ (0.6) 7 $ 2028 $ (7.0) 31
State and political subdivisions ............c.ccccceeiiiiinnen. 442.4 (7.2) 73 158.2 (6.2) 36
Corporate SECUTtIES ......ccveevevriiee e 13,801.2 (270.9) 985 1,263.6 (53.8) 100
Residential mortgage-backed securities..................... 833.8 (20.3) 210 1,476.3 (66.6) 364
Commercial mortgage-backed securities .................. 597.7 (8.9) 49 55.8 (2.5) 17
Collateralized loan obligations ...........cccccccceeeiiiieeenn. 63.1 (0.2) 5 — — —
Other debt obligations ..........ccccoviiiiiciiiiieeee, 389.9 (8.0) 45 103.7 (4.4) 14
TOMAl et $ 16,154.5 $ (316.1) 1,374 $ 3,2604 $ (140.5) 562
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(Unaudited)
As of December 31, 2017
Less Than 12 Months 12 Months or More
Gross Gross
Fair Unrealized # of Fair Unrealized # of

Value Losses Securities Value Losses Securities
U.S. government and agencies .............coeeeeeveenennee. $ 1209 §$ (0.3) 6 $ 2062 $ (4.6) 31
State and political subdivisions ..............ccccceeiiennnnen. 311.8 (2.8) 48 169.7 (4.1) 36
Corporate SeCUrities ........cccccveeeeieeeeeeeiccciieeeeeee e, 4,984.7 (34.3) 401 1,257.7 (26.2) 97
Residential mortgage-backed securities..................... 705.2 (7.9) 176 1,517.2 (42.2) 356
Commercial mortgage-backed securities .................. 296.5 (1.4) 25 60.5 (1.7) 19
Collateralized loan obligations ..............ccccccoveeiieenen. 10.0 — 1 — — —
Other debt obligations (2.5) 32 109.3 (3.0) 14
Total oo 0 $ (49.2) 689 $ 3,3206 $ (81.8) 553

Based on National Association of Insurance Commissioners (NAIC) ratings as of March 31, 2018 and December 31,
2017, the Company held below-investment-grade fixed maturities with fair values of $1,103.7 and $1,119.4, respectively,
and amortized costs of $1,039.0 and $1,036.3, respectively. These holdings amounted to 3.6% and 3.7% of the
Company's investments in fixed maturities, at fair value, as of March 31, 2018 and December 31, 2017, respectively.

The following table summarizes the amortized costs and fair values of fixed maturities as of March 31, 2018, by
contractual years to maturity. Actual maturities may differ from contractual maturities because borrowers may have the
right to call or prepay obligations with or without penalties.

Amortized Fair

Cost Value
OB YEAI OF IESS ..eueiiuiiiiieie ettt et e ettt e et e et e et e et e eteeeaeeeteeeaeeateeaseeaaseseeaseenseenseenseenseennenn $ 1,059.8 $ 1,057.3
Over one year through fiVe YEars ..........cccociiiiiiiiiiiieicee et 8,133.4 8,113.1
Over five years through teN YEArs .........oooiiiiiiiiiiiee e e e enneeee e 10,649.0 10,568.1
[0 (Y Y= TSRS 5,336.7 5,497.3
Total fixed maturities with contractual maturity dates ............ccovuiiiiiiiiiii e 25,178.9 25,235.8
Residential mortgage-backed SECUILIES .........c.eiiiiiiiiiiiie e 2,522.9 2,441.0
Commercial mortgage-backed SECUNLIES .........ccoiiiiieiiiiiee e eeee e 7871 776.5
Collateralized 10an OblIGatioNS .........ccuiiiiiiiiiiei e 1,100.3 1,112.3
Other asset-backed securities 699.9 694.1
Total fIXEA MALUIHIES .. .ot e e e et e e e e et e e e e e e e e e e e e e e e e e saens $ 30,2891 $ 30,259.7

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

For the Three Months Ended

March 31,
2018 2017

DT [ P 1 T S $ 2704 $ 261.4

Marketable equity SECUNLIES ........ccccuiiieiiiie e e e e e e s e e e e nnnneaeeennes 3.7 4.1

MOIGAge I0BNS ... e e e e 67.7 56.8

Other ..o 4.4 2.0
Total investment income 346.2 324.3
INVESTMENT EXPENSES ... e s e e (11.3) (9.6)

NEt INVESIMENT INCOME ...ttt ae st ene e e e e naesaeeneeneeneeaeaaesneaneeneennennens $ 3349 $ 314.7
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The following table summarizes the Company's net realized gains (losses):

For the Three Months Ended

March 31,
2018 2017
Fixed maturities:
GroSS GAINS ON SAIES .....ociiiiiiiiiii ettt sttt b et bttt na et an $ 14 $ 4.9
GrOSS |OSSES ON SAIES .. ..eiiieiiiiiie ettt e et e e e et e e e ettt e e e s et e e e e nneeeeeannaneeeanneeeeeanneeeeannes (7.5) (4.0)
NEt IMPAINMENT IOSSES .....eeiiiiiiiiiie ittt e s e e e e e e et e e e essaeeeeeensaeeeeaneeeeeaannseeeeannes (2.5) —
Marketable equity SECUNLIES (1) .....oiiiiiiiiiiie ettt sttt eneene s (22.2) 11.2
Investments in limited partnerships (2):
AlLErNative INVESIMENTS ...t e et e e e e e e e e e e e ennaeeeennneeeeeanneeas (1.2) 14
Tax credit INVESIMENTS ..o s (12.6) (8.4)
Net gains (I0SSES) = FIA (B)  .oeeiiiiiiei ittt e et e e e ettt e e e ettt eeeann e e e enneeeeeennaeeeeaanneees 10.4 6.3
DAC and VOBA adUSTMENT ...t e e et e e et e e e e st e e e enneeaeeenseeeeeannneeas (4.2) (2.3)
(19T PSPPSRI (16.2) (9.2)
Net realized gains (IOSSES) ....cciciiiiieie ettt ettt et e et e et e s aeeesaesaeesbeessaesaeesteesaeeebeesreeateeereesaean $ (54.6) $ (0.1)

(1) Includes net gains (losses) on changes in the fair value of equity securities held, totaling $(14.2) for the three months ended March 31, 2018.

(2) Reflect losses related to tax credit investments and changes in the fair value of alternative investments.

(3) Includes changes of fair value of the FIA embedded derivative (VED) and related options, excluding options related to the Company's block of FIA
business sold during the late 1990s.

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

Other-Than-Temporary Impairments (OTTI)

The Company's review of available-for-sale fixed maturities for OTTI includes both quantitative and qualitative criteria.
Quantitative criteria include the length of time and amount that each security is in an unrealized loss position (i.e., is
underwater) and whether expected future cash flows indicate that a credit loss exists.

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

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

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

* Changes in the financial condition of the security's underlying collateral;

* Any downgrades of the security by a rating agency;

»  Nonpayment of scheduled interest; and

+  Other indications that a credit loss has occurred.
The Company concludes that an OTTI has occurred if a security is underwater and there is an intent to sell the security, or
it is more likely than not that the Company will be required to sell the security prior to recovery of its amortized cost,
considering any regulatory developments, prepayment or call notifications and the Company's liquidity needs. If there is

an intent or requirement to sell the security, the entire unrealized loss is recognized as an OTTI in net realized gains
(losses).

An OTTI has also occurred if the present value of expected cash flows is less than the amortized cost of the security (i.e.,
a credit loss exists). In such cases, the Company isolates the portion of the total unrealized loss related to the credit loss,
which is recognized in realized gains (losses) on the consolidated statements of income (loss), and the remainder is
recorded as a non-credit OTTI through other comprehensive income.
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To determine the amount of a credit loss, the Company calculates the recovery value by discounting its estimate of future
cash flows from the security. The discount rate is the original effective yield for corporate securities, which reflects book
value adjustments made at PGAAP, or current effective yield for mortgage-backed and other structured securities. The
amount of the credit loss equals the difference between the carrying value and recovery value of the security.

Determination of Credit-Related OTTI on Corporate Securities

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

+  Expected cash flows of the issuer;

*  Fundamentals of the industry in which the issuer operates;

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

+  Expectations regarding defaults and recovery rates;

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

+ Additional available market information.

Determination of Credit-Related OTTI on Structured Securities

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

+  Expected cash flows from the security;

*  Creditworthiness;

« Delinquency, debt-service coverage, and loan-to-value ratios on the underlying collateral;
* Underlying collateral values, vintage year and level of subordination;

»  Geographic concentrations; and

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

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

As of March 31, 2018 As of December 31, 2017
Gross Gross
Fair Unrealized # of Fair Unrealized # of
Value Losses Securities Value Losses Securities
Fixed maturities:
Underwater by 20% or more:
Less than 6 consecutive months ................ $ 99 $ (3.1) 9 $ 52 $ (1.7)
6 consecutive months or more ................... 1.2 (1.0) 6 0.9 (0.8)
Total underwater by 20% or more ...................... 1.1 (4.1) 15 6.1 (2.5) 12
All other underwater fixed maturities.................. 19,403.8 (452.5) 1,878 9,961.5 (128.5) 1,205
Total underwater fixed maturities .............cccceeeeenee. $ 19,4149 $ (456.6) 1,893 $§ 99676 $ (131.0) 1,217
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Changes in the amount of credit-related OTTI recognized in net income when the portion related to other factors was
recognized in other comprehensive income (OCI) were as follows:

For the Three Months Ended

March 31,
2018 2017
Balance, beginning Of PEIIOG ........coouiiiiiiiiii ettt ettt et nnean $ 38 $ 4.4
Increases recognized in the current period:
For which an OTTI was not previously reCognized ...........c.ccoccuiieeiiiiiieeciiee e eeee e e e e 0.2 —
Decreases attributable to:
Securities sold or paid down during the Period .............oiiiiiiie i (0.1) (0.1)
Balance, €Nd OF PEHOT .......ccuiiiuiiie ettt ettt e et e et e et e e ae e eteeeaeeeteeeasesaeeeteeeaeeebeesaseeseeareeaaean $ 39 § 4.3

The Company reviewed its available-for-sale securities with unrealized losses as of March 31, 2018 in accordance with its
impairment policy and determined, after the recognition of OTTI, that the declines in fair value were temporary. The
Company did not intend to sell its underwater securities, and it was not more likely than not that the Company will be
required to sell the securities before recovery of cost or amortized cost, which may be maturity. This conclusion is
supported by the Company's spread analyses, cash flow modeling and expected continuation of contractually required
principal and interest payments.

Investments in Limited Partnerships — Low-Income Housing Project Investments

The Company invests in limited partnerships that are established to fund low-income housing and other qualifying
purposes, where the primary return on investment is in the form of income tax credits. These are collectively referred to as
"tax credit investments." The majority of the Company's tax credit investments relate to low-income housing project
investments. As of March 31, 2018 and December 31, 2017, the Company's tax credit investments had carrying values of
$161.2 and $173.0, respectively, of which $154.9 and $165.8, respectively, related to low-income housing project
investments.

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

For the Three Months Ended

March 31,
2018 2017
Pass throUGh @CHVILY .......cceiiuiiiiiieeee ettt e et e et e et e eaeeeaeeeaeeeaeeeseesaeeeseeenseeteeeseeanean $ (71) $ (6.4)
WWIHE OWNS <.ttt et e e b e e s e e et e e be e e sin e e s e e e eaneesanee s (4.8) (1.1)
L= D o= 0T 1 T TSSO P PPN 2.5 2.6
2D e (=0 [T o 1= S 10.0 8.0
1] o= Lo 8 (o 31 T=1 1 ot} 1 L= PR $ 06 $ 3.1

5. Mortgage Loans

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

The Company's mortgage loan portfolio is diversified by geographic region, loan size and scheduled maturity. As of

March 31, 2018, the three states with the largest concentrations of the Company's commercial mortgage loans were
California, Texas and Washington representing 27.0%, 11.2%, and 6.6%, respectively, of total outstanding principal. Of the
loans in California, 42.4% related to properties located in the Los Angeles area.

As a result of the Merger, all outstanding mortgage loans were measured at fair value, which resulted in the establishment
of a net premium for the portfolio. This net premium is amortized into net investment income for each loan based on its
expected maturity, using the effective interest rate method. As of March 31, 2018 and December 31, 2017, the
unamortized premium balance was $164.9 and $177.1, respectively.
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Allowance for Loan Losses

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

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

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

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

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

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

The following table sets forth the Company's mortgage loans by risk category:

As of March 31, 2018 As of December 31, 2017
Balance % Balance %
LOWET FISK ..ttt $ 1,514.7 67.6% $ 1,486.1 69.8%
Medium FISK ......ooiiiiiiiiiccee e 473.7 211 486.3 22.8
HIGNEr FSK ..o 253.8 11.3 157.6 7.4
Subtotal, excluding certain PGAAP loans ..........cccccooeevieeenee. 2,242.2 100.0 2,130.0 100.0
LOWET FISK ... 2,822.8 71.2 2,899.2 70.7
MediUum FISK ..coouviiiiiiiiiie e 857.8 21.6 896.8 21.8
HIGher FisK .......c.ooiiiii e 286.3 7.2 308.4 7.5
Subtotal, certain PGAAP loans (1) 3,966.9 100.0% 4,104.4 100.0%
Loans specifically evaluated for impairment (2) ..........c........... 4.8 4.8
(0131 < ) TP 1.8 2.0
TOMAL s $ 6,215.7 $ 6,241.2

(1) Represents loans set to fair value on February 1, 2016 for which there are no indications of subsequent credit deterioration.
(2) As of March 31, 2018 and December 31, 2017, $0.5 and $0.0 reserve amounts were held for loans specifically evaluated for impairment.
(3) Includes allowance for loan losses and deferred fees and costs.

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

For the Three Months Ended

March 31,
2018 2017
Allowance at beginning Of PEIHIOA ..........c.oiiiiiiiii ettt ettt et e ae e e eenaeenaeeneesneesneeenes $ 10 $ 0.7
Provision for SPECIfiC I0ANS .........eiiiiiiiie e e e e e e e e e e naeeas 0.5 —
WA |00 T (ot =N= | A=Y o o) il o =Y o o PR $ 15 $ 0.7

Non-performing loans, defined generally as those in default, close to being in default or more than 90 days past due, are
placed on non-accrual status. As of March 31, 2018, one loan with an outstanding principal of $4.6 was considered non-
performing, while as of December 31, 2017, no loans were considered non-performing.

6. Derivative Instruments

The following table sets forth the fair value of the Company's derivative instruments, including embedded derivatives that
primarily related to the Company's FIA products. In the consolidated balance sheets, derivative contracts in a liability
position are included in other liabilities, and embedded derivative liabilities are included in funds held under deposit
contracts.

As of March 31, 2018 As of December 31, 2017
Notional Fair Value Notional Fair Value
Amount Assets Liabilities Amount Assets Liabilities
Derivatives designated as hedges:
Cash flow hedges:
Interest rate SWaps .........ccccveeeeviieiiiecieees $ 9981 $ 07 $ 11 $§ 9681 $ 15 § 1.4
Foreign currency swWaps ........cccceecveeeeecuieeeeennns 724.7 50.0 9.2 686.2 75.5 5.6
Total derivatives designated as hedges ................ $ 17228 $ 507 $ 103 $ 16543 § 770 $ 7.0
Derivatives not designated as hedges: -
INdex OptioNS .....c.coiiiiiiiiiiei e $ 71057 $ 2104 $ 14 $ 6,696.1 $ 2619 $ 1.5
Total return Swaps ........coooiveeeiiiiieeeeiieee e 480.0 — 6.7 — — —
Embedded derivatives ...........c.cccoiiiiiiiiiiens — — 800.2 — — 797.5
Other derivatives ..........ccocceeiieiiiiiiiiieeee 171 0.1 0.4 22.2 0.2 —
Total derivatives not designated as hedges .......... 7,602.8 210.5 808.7 6,718.3 262.1 799.0
Total derivatives ..........ccocceeeiiieiiiieee e $ 9,3256 $ 2612 $ 819.0 $ 83726 $ 3391 $ 806.0

In March 2018, the Company entered into total return swaps to economically hedge market risk with relation to the
Company's investments in marketable equity securities. In its total return swaps, the Company agreed with other parties
to make payments based on the return of two market indexes, including both the income generated and any capital gains,
in exchange for payments based on a set rate.

Collateral Arrangements and Offsetting of Financial Instruments

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

The Company does not offset recognized collateral amounts pledged or received against the fair value amounts
recognized for derivative contracts. For certain centrally-cleared instruments, the Company is required to post initial
margin, which is determined at contract inception, as well as variation margin, which is based on the fair value of the
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derivative contracts and generally determined on a daily basis. As of March 31, 2018 and December 31, 2017, the
Company posted initial margin of $27.7 and $33.5, respectively, related to its centrally-cleared derivatives. These amounts
are not reflected in collateral presented in the tables below.

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

In the consolidated balance sheets, the Company recognizes cash collateral received in cash and cash equivalents, and
the obligation to return cash collateral in other liabilities. Non-cash collateral received is not recognized in the consolidated
balance sheets. In the event of default, the counterparty relinquishes claim to the assets pledged as collateral, and the
Company recognizes the collateral as its own asset recorded at fair value, or, in the case of cash collateral, derecognizes
its obligation to return collateral.

The following tables present the potential effect of netting arrangements by counterparty on the Company's consolidated
balance sheets:

As of March 31, 2018

Gross Amounts not Offset in the
Consolidated Balance Sheets

Fair Value
Presented in the Financial Cash Collateral
Balance Sheets Instruments (1) Received Net Amount
Counterparty:
Assets:
$ 299 $ (7.0) $ (22.9) $ —
43.1 (1.8) (41.3) —
9.5 — (9.5) —_
18.2 — (18.2) —
28.5 (1.3) (27.2) —
311 (6.6) (24.5) —
374 (1.1) (34.7) 1.6
34.7 (0.2) (34.5) —
24.0 — (21.2) 2.8
4.8 (0.8) (2.3) 1.7
Total derivative @ssets ...........ccccecuveeeeiicciiececcecee $ 261.2 $ (18.8) $ (236.3) $ 6.1

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

As of March 31, 2018

Gross Amounts not Offset in the
Consolidated Balance Sheets

Fair Value
Presented in the Financial Cash Collateral
Balance Sheets Instruments (1) Posted Net Amount
Counterparty:
Liabilities:
$ 70 $ (7.0) $ — $ —
1.8 (1.8) — —
1.3 (1.3) — —_
6.6 (6.6) — =
21 (2.1) —_ _
Total derivative liabilities (2) .........cccooeviiiiiiiiiiiiiiceen $ 18.8 $ (18.8) $ — 3 —

(1) Represents amount of offsetting derivative assets that are subject to an enforceable master netting agreement or similar agreement that are not
netted against the gross derivative liabilities for presentation on the consolidated balance sheets.
(2) Excludes embedded derivatives of $800.2 which have no counterparty.
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As of December 31, 2017

Fair Value
Presented in the

Gross Amounts not Offset in the
Consolidated Balance Sheets

Financial Cash Collateral

Balance Sheets Instruments (1) Received Net Amount
Counterparty:
Assets:
A e $ 46.1 4.2) $ 419) $ —
63.6 (1.4) (62.2) —
13.2 — (13.2) —
21.3 — (21.3) —
31.6 (1.3) (29.0) 1.3
30.2 — (30.2) —
o S 51.9 (1.0) (50.9) —
| s 34.6 — (32.9) 1.7
e 42.7 — (42.7) —
(1 =T 3.9 (0.6) (3.3) —
Total derivative assets ...........ccccccveeeeiiciiccecce e $ 339.1 (85) $ (327.6) $ 3.0

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

As of December 31, 2017

Fair Value
Presented in the

Gross Amounts not Offset in the
Consolidated Balance Sheets

Financial Cash Collateral

Balance Sheets Instruments (1) Posted Net Amount
Counterparty:
Liabilities:
A e $ 4.2 4.2) $ — 3 —
1.4 (1.4) = =
1.3 (1.3) — —
1.6 (1.6) — =
Total derivative liabilities (2) ........ccccoevieiievieieeceen, $ 85 $ (8.5) $ — 3 —

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

(2) Excludes embedded derivatives of $797.5 which have no counterparty.
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Derivatives Designated as Hedges

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

For the Three Months Ended

March 31,
2018 2017
INTEIESE FAE SWAPS .. .eiiuiiiiiitiite ettt ettt et sttt st et enaeesae e ae $ (16.6) $ (0.9)
FOr€ign CUIMENCY SWAPS ....vviiieiiiiieeeiiiieeeeiiieeeesieee e e st e e e s neeeeessneaeeeeanaeeeeaanneeeesenseeeeeannneeeeanns (29.2) (7.2)
o] - | RS RR $ (45.8) $ (8.1)

See Note 10 for amounts reclassified out of AOCI into net income. The Company expects to reclassify net losses of $0.9
from AOCI into net income in the next 12 months. Actual amounts may vary from this estimate as a result of market
conditions.

As of March 31, 2018, the maximum term over which the Company is hedging its exposure to the variability in future cash
flows is approximately 22 years. For the three months ended March 31, 2018 and 2017, realized losses of $1.2 and $0.6
were recognized related to hedge ineffectiveness.

Derivatives Not Designated as Hedges

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

For the Three Months Ended

March 31,
2018 2017
EmMbedded deriVAtIVES .........cc.iiiiiiiieiieieieeeee ettt ae e eaee et e et e eaaeeaeeereeeaeeateeeneenns $ 333 § (33.1)
INAEX OPLONS ...t (22.9) 39.4
Lo = = 0 g = T o (6.7) (4.3)
Other AEMHVALIVES  ...eeiieiiiee ettt e e e e e e st e e e st e e e s e stteeeesnsasaaeeansseeeeennsees (3.4) 14
1 S $ 03 $ 3.4

7. Fair Value of Financial Instruments

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

+ Level 1— Unadjusted quoted prices in active markets for identical instruments.

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

* Level 3— Fair value estimates whose significant inputs are unobservable. This includes financial instruments for
which fair value is estimated based on industry-standard pricing methodologies and internally developed models
utilizing significant inputs not based on or corroborated by readily available market information. In limited
circumstances, this may also utilize estimates based on non-binding broker quotes.
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The following tables present the fair value of the Company's financial instruments classified by the valuation hierarchy
described above:

As of March 31, 2018

Carrying
Amount Fair Value Level 1 Level 2 Level 3
Measured at fair value on a recurring basis:
Financial assets:
Fixed maturities, available-for-sale:
U.S. government and agencies ...........cccocvevevrcieiciinineenenns $ 511.7 $ 5117 $ — $ 5117 $ —
State and political subdivisions ...........c.ccccoviieiiiiieennen. 767.8 767.8 — 767.8 —
Corporate SECUMLIES ......ccuvvveeiiiiiee e 23,857.5 23,857.5 — 23,630.4 2271
Residential mortgage-backed securities ..............cccocceeeen. 2,441.0 2,441.0 — 2,441.0 —
Commercial mortgage-backed securities.............cccceeueeee.. 776.5 776.5 — 776.5 —
Collateralized loan obligations ...........cccccceeciieeeniieeeecnnen. 1,112.3 1,112.3 — 1,028.8 83.5
Other debt obligations ...........cccciroiiiiiniiieeeeee 792.9 792.9 — 751.4 41.5
Total fixed maturities, available-for-sale .............................. 30,259.7 30,259.7 — 29,907.6 352.1
Marketable equity securities 688.2 688.2 655.8 26.2 6.2
Derivatives:
210.4 2104 — 183.5 26.9
50.0 50.0 — 50.0 —
0.8 0.8 0.1 0.7 —
261.2 261.2 0.1 234.2 26.9
Total investments carried at fair value ...........cccccoeeeviviiiiiiiinnnnn. 31,209.1 31,209.1 655.9 30,168.0 385.2
Separate account aSSetS ........ccoiveeiiiiiiiiiii i 975.6 975.6 975.6 — —
Total assets at fair value (1) .......cceveeeieiieiiccee e $ 32,1847 $ 32,1847 $ 1,6315 $ 30,168.0 $ 385.2
Financial liabilities: N
Embedded derivatives ............coociiiiiiiiiieeeee e $ 800.2 $ 800.2 $ — 3 — 3 800.2

(1) Does not include amounts related to limited partnerships that are measured using the net asset value (NAV) practical expedient. See
"Investments in Limited Partnerships" below for more information.
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As of December 31, 2017

Carrying
Amount Fair Value Level 1 Level 2 Level 3
Measured at fair value on a recurring basis:
Financial assets:
Fixed maturities, available-for-sale:
U.S. government and agencies ..........coceerverenerereeeennes $ 4415 $ 4415 $ — 3 4415 $ —
State and political subdivisions 792.4 792.4 — 792.4 —
Corporate SECUMLIES ......cccccviveiieiiiie e 24,069.7 24,069.7 — 23,868.9 200.8
Residential mortgage-backed securities .............c.ccceo.e. 2,491.7 2,491.7 — 2,491.7 —
Commercial mortgage-backed securities ...............cc...... 795.7 795.7 — 795.6 0.1
Collateralized loan obligations .........c.cccccceeeeeiiieeceiieeenn. 1,146.6 1,146.6 — 1,146.6 —
Other debt obligations ...........ccccereiiiiniinec e 735.8 735.8 — 694.3 41.5
Total fixed maturities, available-for-sale ...............ccccceiieene 30,473.4 30,473.4 — 30,231.0 242.4
Marketable equity securities ............ccccoccvveeiiiiee e 755.7 755.7 722.6 26.8 6.3
Derivatives:
261.9 261.9 — 222.4 39.5
75.5 75.5 — 75.5 —
1.7 1.7 0.2 1.5 —
339.1 339.1 0.2 299.4 39.5
31,568.2 31,568.2 722.8 30,557.2 288.2
Separate account aSSetS ........ccoiveeiiiiiiiiiii i 978.1 978.1 978.1 — —
Total assets at fair value (1) ...c.coveeiiieeeie e $ 32,5463 $ 32,5463 $ 1,7009 $ 30,557.2 $ 288.2
Financial liabilities: N
Embedded derivatives ...........cccovieieiiieieeee e $ 7975 $ 7975 $ — 3 — 3 797.5

(1) Does not include amounts related to limited partnerships that are measured using the net asset value (NAV) practical expedient. See
"Investments in Limited Partnerships" below for more information.

Financial Instruments Measured at Fair Value on a Recurring Basis
Fixed Maturities

The vast majority of the Company's fixed maturities have been classified as Level 2 measurements. To make this
assessment, the Company determines whether the market for a security is active and if significant pricing inputs are
observable. The Company predominantly utilizes third-party independent pricing services to assist management in
determining the fair value of its fixed maturity securities. As of March 31, 2018 and December 31, 2017, pricing services
provided prices for 94.1% and 94.4%, respectively, of the Company's fixed maturities.

As of March 31, 2018, the Company had $1,494.8, or 4.9%, of its fixed maturities invested in private placement securities.
These securities were generally valued using a composite of observed comparable public securities as well as reference
yield curves. The yield curves are determined based on industry, credit quality, seniority rank in the capital structure, and
residual spreads determined by the Company's independent pricing service for each security. The residual spreads are
considered unobservable inputs and classified as a Level 3 measurement when they are significant to the valuation result.
When only observable inputs are significant to the valuation result, they are classified as Level 2 measurements. The use
of only significant observable inputs in determining the fair value of the Company's investments in private placement
securities resulted in the classification of $1,285.5, or 86.0%, as Level 2 measurements as of March 31, 2018. As of
December 31, 2017, the Company had $1,509.0, or 5.0%, of its fixed maturities invested in private placement securities,
of which $1,325.9, or 87.9%, were classified as Level 2 measurements.

Corporate Securities

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

Residential Mortgage-backed Securities

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

Marketable Equity Securities

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

Investments in Limited Partnerships

Investments in limited partnerships recorded at fair value relate to the Company's alternative investments, primarily private
equity and hedge funds. As of March 31, 2018 and December 31, 2017, the fair value of these investments was $51.3 and
$52.5, respectively. The Company utilizes the fair value option for these investments, regardless of ownership percentage,
to standardize the related accounting and reporting. The fair value is determined using the practical expedient based on
the Company's proportionate interest in the underlying partnership's or fund's net asset values (NAV).

Index Options

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

Foreign Currency Swaps

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

Separate Accounts

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

Embedded Derivatives

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

3 measurement.

Rollforward of Financial Instruments Measured at Fair Value on a Recurring Basis Using Significant

Unobservable Inputs (Level 3)

The following tables present additional information about financial instruments measured at fair value on a recurring basis
and for which the Company has utilized significant unobservable inputs (Level 3) to determine fair value for the three

months ended March 31, 2018:

Financial Assets:
Fixed maturities, available-for-sale:
Corporate Securities ...........cccoeeevveevieeeeneenns
Commercial mortgage-backed securities .....
Collateralized loan obligations .....................
Other debt obligations ............ccccceevveeiennens
Total fixed maturities, available-for-sale...........
Marketable equity securities...........ccccoeeeeeenes
Derivatives:
Index optionSs .......cceeveeieiiieeeee e
Total Level 3 a@ssets ............ccceeviviiiciiiiccnn,
Financial Liabilities:

Embedded derivatives ............ccccoeviieniiieiinns

Unrealized Gains (Losses)

(1) Issues and settlements are related to the Company's embedded derivative liabilities.

(2) Transfers into Level 3 are generally the result of observable market information on a security no longer being available or utilized by pricing
vendors. Transfers into and/or out of Level 3 are reported at the value as of the beginning of the period in which the transfer occurs. Gross
transfers into Level 3 were $0.2 for the three months ended March 31, 2018. Gross transfers out of Level 3 were $0.0 for the three months ended

March 31, 2018.

(3) Other includes transactions such as pay downs, calls, amortization, and redemptions.

Included in:
Balance as of Purchases Sales Transfers In Other Realized Balance as of
January 1, ant and and/or (Out) Net Comprehensive Gains March 31,
2018 Issues(1) Settlements(1) of Level 3(2) Other(3) Income(4) Income (5) (Losses)(4) 2018
2008 $ 332 § — $ 02 $ (11) $ — 3 6.0) $ — $ 2274
0.1 — — — (0.1) — — — -
— 83.5 — — — — — — 83.5
415 — — — 0.3 — (0.3) — 415
242.4 116.7 — 0.2 (0.9) — (6.3) = 352.1
6.3 — — — — (0.1) — — 6.2
39.5 9.7 — — (13.5) (25.1) — 16.3 26.9
2882 $ 1265 $ — $ 02 $ (144) $ (252) $ 63) $ 162 $ 3852
7975 $ 385 § 2.5) $ — $§ — § (333) $ — $ — § 8002

(4) Amounts are included in net realized gains (losses) on the consolidated statements of income (loss). Amounts shown for financial liabilities are

(gains) losses in net income.

(5) Amounts are generally included in changes in unrealized gains (losses) on available-for-sale securities on the consolidated statements of

comprehensive income.

The following tables present additional information about financial instruments measured at fair value on a recurring basis
and for which the Company has utilized significant unobservable inputs (Level 3) to determine fair value for the three

months ended March 31, 2017:

Financial Assets:
Fixed maturities, available-for-sale:
Corporate Securities .............coccoerreierrcnins
Commercial mortgage-backed securities .....
Other debt obligations .............ccccccoeiirriens
Total fixed maturities, available-for-sale...........
Marketable equity securities............c.cccceneennes
Derivatives:

Index options .

Financial Liabilities:

Embedded derivatives

Unrealized Gains (Losses)

Included in:
Balance as of  Purchases Sales Transfers In Other Realized Balance as of
U0 " lssusst)  Settioments()  ofLevel3®)  Other®  Income()  mcome(d . (Losseod) - 2ot7
570 $ 1.0 § — 3 — $ 129 $§ —  $ 28 §$ — 3 73.7
0.9 — — — (0.1) — — — 0.8
7.6 — — 28.7 0.2 — (0.2) — 36.3
65.5 1.0 — 28.7 13.0 — 26 — 110.8
5.9 — — — — — 0.1 — 6.0
71 4.7 — — (2.0) (0.3) — 0.3 9.8
— 0.5 — — — (0.1) — (0.3) 0.1
71 5.2 — — (2.0) (0.4) — — 9.9
785 §$ 62 §$ — 3 287 $ 110 $ (04) $ 27 $ — 3 126.7
5324 $ 580 $ (1.6) $ — 3 — $ 331 % — 3 — 3 621.9
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(1) Issues and settlements are related to the Company's embedded derivative liabilities.

(2) Transfers into and/or out of Level 3 are reported at the value as of the beginning of the period in which the transfer occurs. Gross transfers into
Level 3 were $28.7 for the three months ended March 31, 2017. Gross transfers out of Level 3 were $0.0 for the three months ended March 31,
2017.

(3) Other includes transactions such as pay downs, calls, amortization and redemptions.

(4) Amounts are included in net realized gains (losses) on the consolidated statements of income (loss). Amounts shown for financial liabilities are
(gains) losses in net income.

(5) Amounts are generally included in changes in unrealized gains (losses) on available-for-sale securities on the consolidated statements of
comprehensive income.

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

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

For the Three Months Ended

March 31,
2018 2017
Unamortized balance at beginning of PEriOd ...........c.oiiieiiiiieiiecie ettt sveeereenean $ 407.2 $ 202.8
Deferral of aCQUISITION COSES ......oiiuuiiiiiiiiie e e e e e e s e e s naae e e ennaeeeans 68.3 70.8
Adjustments for realized (gaiNs) 10SSES (1) ...eiiuieiiiiriiiiiiiee ettt (3.0) (1.7)
Amortization — excluding UNIOCKING (2) ...oveeiieiiiiee e e e e 8.3 (5.6)
Amortization — impact of unlocking (1) (0.4) (0.4)
Unamortized balance at end Of PEFIOA .........ooiuiiiiiiiie e e e 480.4 265.9
Accumulated effect of net unrealized (gaiNS) IOSSES .....cceviiiiieiiiiiie e 16.0 (10.2)
Balance at @Nd Of PEIHOA ........ccuiiiiiiie et ettt et e et e et e et eeteeeaeeeaeeeteeeaeeeteeeaeeeteeereeaaean $ 496.4 $ 255.7

(1) Includes the impact of assumption and experience unlocking related to quarterly investment prepayment activity.
(2) For the three months ended March 31, 2018, the DAC balance accreted due to claim experience in the Individual Life segment.

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

For the Three Months Ended

March 31,
2018 2017
Unamortized balance at beginning of period . $ 3581 $ 413.4
Adjustments related to realized (gains) I0SSES (1) uvvieiiiiuiiee e e (1.5) (0.6)
Amortization — excluding UNIOCKING ........cccooiiiiiiiiiiiiii e e (10.4) (11.5)
Amortization — impact of UNIOCKING (1) .eveoveeiriiieii e (1.2) (1.6)
Unamortized balance at €nd Of PEHIOTA .........c..iiiiiiiiie ettt e e e e ee e e e snneeeeaannneaas 345.0 399.7
Accumulated effect of net unrealized (gaiNs) I0SSES .........cccviriiiiiiiiiece e 33.9 (36.1)
Balance at @Nd Of PEHOA .....co.uiiiiiii ittt ettt a ettt et n e e ean e e aa $ 3789 $ 363.6

(1) Includes the impact of assumption and experience unlocking related to quarterly investment prepayment activity.

9. Liability for Unpaid Claims and Claim Adjustment Expenses

The following tables provide reconciliations of the beginning and ending liability balances for unpaid claims and claims
adjustment expenses (CAE) disaggregated by medical stop-loss, and group life and DI and other. These reserves include
policy and contract claims and certain amounts recorded in future policy benefits on the consolidated balance sheets.
Liabilities for claims represent estimates that involve significant judgments. The Company reviews its estimates regularly
and makes any necessary adjustments based on experience and expectations.
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For the Three Months Ended
Medical Stop-Loss March 31,
2018 2017

Balance, beginning Of PEHOA .......ciiuiiiiiie ettt e e e s e s bt e e saeeesabeeeneeeanbeesnneeanes $ 1531 $ 114.6

Less: reinSurance reCOVErabIES ..........coiiiiiiiiiiiiii et 12.4 7.7
Net balance, beginning Of PEIIOA .........c i e e e e e e e e e e e e e e e enneaaeeennes 140.7 106.9
Incurred related to insured events of:

The current year 124.6 110.3

L 10T =T SRR (11.4) 71
B o] =1 I T g o105 (Yo O 113.2 117.4
Paid related to insured events of:

B TSI o104 = 01 A0 S 15.3 12.6

[ 10 A== | = T PRSPPSO 100.2 894
o) = o= T 115.5 102.0
Net balance, Nd Of PEHOA ........ooiiiiiiie et e e e e e e et e e e s estaeeeesnseeeeaanseaaeeennes 138.4 122.3

Add: reiNSUraNCe rECOVEIADIES .........ccoeiiiiiiiieiieiiiee e e e et e e e e e e e ee e et eeeee e e e e e eeeeeaaeaeeseeesessssssnnnnnnnnnn 8.3 8.6
L= E= = g LT Y= g o o) i oY= 4 o T OSSR $ 146.7 $ 130.9

For the three months ended March 31, 2018, the change in prior year incurred claims for medical stop-loss was primarily
due to favorable claims experience on policies issued in January 2017. For the three months ended March 31, 2017, the
change in prior year incurred claims was primarily due to unfavorable claims experience on policies issued in January
2016.

For the Three Months Ended

Group Life and DI March 31,
2018 2017

Balance, beginning Of PEHIOA ...t e st e e ebe e sabe e ebe e e eaneeenneeaaes $ 1842 $ 149.9

Less: reinsurance recoverables 41.9 48.4
Net balance, beginning Of PEFIOA ..........coi it aaes 142.3 101.5
Incurred related to insured events of:

QLI =0 L= 41 PP 47.6 35.2

PrIOF YEAIS ..o e e 5.8 (0.6)
B0 = 1T e =T 53.4 34.6
Paid related to insured events of:

TRE CUITENT YEAT ...ttt ettt e e bt e e ab e et e e e ese e e nen e e sneeeanneeanneeenes 13.0 8.9

PrIOr YBAIS ittt ettt e e e e e e e e e e aae e e et e e aaae e e e e e e nnreeaetaaaaaeaaaaaanns 21.6 14.9
o] t= L o 2= T T OO P PP PR PR 34.6 23.8
Net balance, end Of PEIIOA ..........oi ittt 161.1 112.3

Add: reinSUranCe rECOVEIADIES ..........oiiiiiiiiiiee et e e et e e e e et e e e e et e e e eenaannns 41.7 47.2
Balance, €Nd OF PEHOA ......oiiiiiiii it e e e e e e e e e st e e et e e aaaeeeeeeannnnaaaeaeeaaaens $ 2028 $ 159.5

For the three months ended March 31, 2018, the change in prior year incurred claims for group life and DI was primarily
due to unfavorable claims experience for long-term disability related to claims incurred during 2017.
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For the Three Months Ended
Other March 31,
2018 2017

Balance, beginning of PEriod ..o $ 296 $ 33.0

LeSS: reiNSUranCe rECOVEIADIES ........ouvuueiiiiieeeeeee e ee e et e e e e e e e e e e e e e e e e e e e e eeesassssaaeeeeeaeeeeeees 4.8 6.7
Net balance, beginning Of PEFIOA ...........ii ittt et eeneeeaes 24.8 26.3
Incurred related to insured events of:

The current year 33.3 255

PHIOI YBAIS .o s 1.0 (0.8)
B o] €= LN ol U4 (=T PP PPPPPT 34.3 24.7
Paid related to insured events of:

TRE CUIMTENT YEAI ...ttt ettt et e bt e e a bt e e bt e e ke e e sab e e easeeebbeeanbeeenbeeenes 15.6 11.1

PrIOr YEAIS ..o e 16.5 15.9
o] t= L o =T O PSP P PR PRP PP 321 27.0
Net balance, €Nd Of PEHOT .........ooiiiiiiieiie e e e e e e e e s e e e s ssaeeeeesseeeesanssaeenannes 27.0 24.0

Add: reinSUranCe reCOVEIabIES ..........cc.ooiiiiiiiiiiiiiie et sae e 26.0 8.7
=221 =TT Y= g o o) o114 o o SRS $ 53.0 $ 32.7

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

As of March 31, 2018

Medical Group Life
Year of Insured Event Stop-Loss and DI
IBNR Reserves:
D20 PSSPt $ — 3 0.1
25.4 16.2
95.5 31.6
$ 1209 $ 47.9

10. Stockholder's Equity

The following tables summarize the components of AOCI and the adjustments to OCI for amounts reclassified from AOCI
into net income for the three months ended March 31, 2018:
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Net Unrealized OTTI on Fixed i Net Gains Accumulated
Gains (Losses) on Maturities Adjustment  (Losses) on Other
Available-for- not related to forDACand  Cash Flow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income
Balance as of January 1, 2018 $ 646.5 $ (0.3) $ (63.6) $ (27.7) $ 554.9
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ........ccccccceeee (556.7) — 104.0 (36.2) (488.9)
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......ccceciieiiiiiiee —_ — — 0.3 0.3
Foreign currency swaps .... — — — (0.8) (0.8)
Net realized (gains) l0SSE€S ......ccccvvveeeivieeennns 8.6 — 4.2 5.0 17.8
Total provision (benefit) for income taxes....... (1.8) — (0.9) (0.9) (3.6)
Total reclassifications from AOCI, net of taxes .... 6.8 — 3.3 3.6 13.7
Other comprehensive income (loss) after
reclassifications .............cccooeiiiiiiiiie (549.9) — 107.3 (32.6) (475.2)
Adoption of new accounting standard (3)............... (114.3) — — — (114.3)
Balance as of March 31,2018 ........cccceveveveenenne $ (17.7) $ (0.3) $ 43.7 $ (60.3) $ (34.6)

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $(148.0), $0.0, $27.6, $(9.6), and $(130.0), respectively, for the
three months ended March 31, 2018. Tax effects in OCI are calculated based on the applicable enacted tax rate at the time gains (losses) are
incurred.

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

(3) Accounting Standards Update No. 2016-01, Financial Instruments (Topic 825): Recognition and Measurement of Financial Assets and Financial
Liabilities. Refer to Note 2 for further discussion.

The following tables summarize the components of AOCI and the adjustments to OCI for amounts reclassified from AOCI
into net income for the three months ended March 31, 2017:

Net Unrealized OTTI on Fixed Net Gains Accumulated
Gains (Losses) on Maturities Adjustment  (Losses) on Other
Available-for- not related to for DAC and Cash Flow  Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income
Balance as of January 1, 2017 .......cccocovvevennnnne $ 1400 $ 02) $ (14.0) $ 177 $ 143.5
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ........ccccceeeee 119.8 — (20.7) (5.3) 93.8
Reclassifications recorded in:
Net investment income:
Interest rate swaps ..., — — — 1.7) (1.7)
Foreign currency swaps .... — — — (2.6) (2.6)
Net realized (gains) l0SS€S ......ccccvvveeeviieeennns (12.1) — 2.3 0.6 (9.2)
Total provision (benefit) for income taxes....... 4.2 — (0.8) 1.3 4.7
Total reclassifications from AOCI, net of taxes .... (7.9) — 1.5 (2.4) (8.8)
Other comprehensive income (loss) after
reclassifications ...........cccccovieiiiiiiiiciice 111.9 — (19.2) (7.7) 85.0
Balance as of March 31, 2017 ........ccccceveveennnnn. $ 2519 $ 02) $ (332) $ 100 $ 228.5

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $64.5, $0.0, $(11.1), $(2.8), and $50.6, respectively, for the three
months ended March 31, 2017. Tax effects in OCI are calculated based on the applicable enacted tax rate at the time gains(losses) are incurred.

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

11. Commitments and Contingencies

Litigation

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

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

Other Commitments

In November 2017, the Company entered into a $450.0 loan agreement with its parent company, Sumitomo Life, which
was funded in January 2018. The loan bears interest at a fixed annual rate of 2.68%, payable quarterly, and is scheduled
to mature in January 2021. The Company used the proceeds of the loan to settle its $150.0 CENts and $300.0 term loans.

As of March 31, 2018, the Company had committed to purchase $80.0 of unsettled private placement securities.

12. Segment Information

The Company offers a broad range of products and services that include retirement, employment based benefits, and life
insurance products. These operations are managed separately as three divisions consisting of four business segments
based on product groupings, and a fifth reportable segment consisting primarily of unallocated corporate items and
surplus investment income. The five segments are Benefits, Deferred Annuities, Income Annuities, Individual Life and
Other.

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

° investment sales or disposal,
° investment impairments,

o changes in the fair value of mark-to-market investments and derivative investments (except for certain index
options discussed below), and

> changes in the fair value of embedded derivatives related to the Company's FIA product.

Prior to 2018, adjusted pre-tax income excluded net realized gains (losses) from prepayment activity and pass through
activity and write-downs associated with tax credit investments. Effective in the first quarter of 2018, adjusted pre-tax
income includes these net realized gains (losses). Prior period results have been adjusted to reflect this change.

In the Deferred Annuities segment, net gains (losses) on certain index options purchased to economically hedge exposure
from FIA products sold in the late 1990s are included in adjusted pre-tax income.
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The following tables present selected financial information by segment and reconcile segment adjusted pre-tax income
(loss) to amounts reported in the consolidated statements of income (loss):

For the Three Months Ended March 31, 2018

Deferred Income Individual
Benefits Annuities Annuities Life Other Total

Adjusted revenues:

PrEeMIUMS ......ovvvveeeeeeeeeeeececeee s $ 2452 $ — 3 — 3 7.7 $ — $ 2529

Net investment income ..o, 7.0 179.9 76.0 64.0 8.0 334.9

Policy fees, contract charges, and other.................. 4.2 7.9 0.1 66.6 0.3 79.1

Certain realized gains (I0SS€S) ......cccccevvivveeeriieennnn. — (1.3) (1.6) (0.9) (12.5) (16.3)
Total adjusted revenues ...........cccoccvveeeecciieeeeciiee e 256.4 186.5 74.5 137.4 (4.2) 650.6
Segment benefits and expenses:

Policyholder benefits and claims 172.2 3.0 — 48.7 — 223.9

Interest credited .........ccoeeeiiiiiiii e — 108.8 70.3 70.7 (0.2) 249.6

Other underwriting and operating expenses ............ 61.6 30.3 4.3 27.2 0.5 123.9

Interest eXPenSse .......ccccevveiiiieei i — — — 0.1 6.1 6.2

Amortization of DAC and VOBA ..........cccccovveeennneen. 1.2 16.0 0.7 (14.2) — 3.7
Total segment benefits and expenses ...........cccccceevueennee. 235.0 158.1 75.3 132.5 6.4 607.3
Segment adjusted pre-tax income (10SS) ...........cceeeveenne.. $ 214 $ 284 $ (0.8) $ 49 $ (10.6) $ 43.3
Total adjusted revenues ..........cccceoveeeerenenceieseeeee $ 2564 $ 1865 $ 745 $ 1374 $ (42) $ 650.6

Add: Excluded realized gains (losses) ..........c.......... — (0.7) (32.4) (1.2) (4.0) (38.3)
Total FEVENUES ..o 256.4 185.8 421 136.2 (8.2) 612.3
Total segment benefits and expenses .........cccccceevvveennnn. 235.0 158.1 75.3 132.5 6.4 607.3

Add: Amortization of intangible assets ..................... 14.0 6.5 0.8 0.4 — 21.7
Total benefits and eXpenses ..........ccccevecvveeeeeciieecciieeeenne 249.0 164.6 76.1 132.9 6.4 629.0
Income (loss) from operations before income taxes........ $ 74 $ 212 $ (34.0) $ 33 $§ (146) $ (16.7)
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For the Three Months Ended March 31, 2017
Deferred Income Individual
Benefits Annuities Annuities Life Other Total
Adjusted revenues:
PremMiUMS ......oovvveeeeeeeeeeeecececece e ee et $ 2077 $ — $ — 3 84 §$ — $ 21641
Net investment income ...........cccooiieiiiiiiiiiieeee 5.5 171.2 75.6 57.9 4.5 314.7
Policy fees, contract charges, and other.................. 4.6 6.3 0.2 57.7 0.3 69.1
Certain realized gains (I0SS€S) ......ccccceevvvvveeeiieennnn. — (4.6) (0.9) (0.6) (8.4) (14.5)
Total adjusted revenues ..........ccceeeeeieeeiiie e 217.8 172.9 74.9 123.4 (3.6) 585.4
Segment benefits and expenses:
Policyholder benefits and claims ..........ccccccoeveieenn. 157.2 14 — 221 — 180.7
Interest credited ... — 101.5 71.3 69.1 (0.2) 241.7
Other underwriting and operating expenses ............ 58.2 29.7 4.2 244 1.2 117.7

Interest eXPeNSEe .......cc.eeveeeciiee e
Amortization of DAC and VOBA ........cccccceevieenieenne
Total segment benefits and expenses ...........ccccceeeeenneen.

Segment adjusted pre-tax income (loss)

Total adjusted revenues ..........ccceeveeveevciiee e

Add: Excluded realized gains (losses)..................... 0.5 34 9.2 (0.5) 1.8 14.4
Total revenues ... 218.3 176.3 84.1 122.9 (1.8) 599.8
Total segment benefits and expenses ............ccccoeveeeenen. 2159 149.6 75.9 116.9 8.4 566.7

Add: Amortization of intangible assets ..................... 14.0 6.5 0.8 04 — 21.7
Total benefits and expenses ...........ccceveeereeiiic e 229.9 156.1 76.7 117.3 8.4 588.4
Income (loss) from operations before income taxes........ $ (116) $ 202 $ 74 % 56 $ (10.2) $ 11.4

As of March 31, 2018

Deferred Income Individual
Benefits Annuities Annuities Life Other Total
Total iINVeStMENts .......ccooiieiiiiiii e $ 3343 $21,6928 $ 7,057.8 $ 6,751.4 $ 1,859.2 $ 37,695.5
DAC and VOBA ...t 9.7 533.4 17.9 3143 — 875.3
Other intangible assets ..........cccccoeveeeiiciie e 713.5 478.8 48.7 12.3 — 1,253.3
GOOAWIIl ... 308.0 198.8 50.2 6.0 — 563.0
Separate account assets .........cccoccceieiiiiie i — 581.4 — 394.2 — 975.6
Total @SSetS .....eeiiieiiiiiere e 1,494.6 24,063.3 7,244.9 7,842.5 2,013.7 42,659.0
Future policy benefits, losses, claims and loss expense (1) . 356.5 21,710.3 7,082.4 7,318.6 (19.3) 36,448.5
Other policyholders' funds ...........cccceeiiienieniiceiceee 271 37.5 2.0 514 15.2 133.2
Notes payable ..........ccceeeeiiiiiee e — — — — 706.4 706.4
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As of December 31, 2017
Deferred Income Individual
Benefits Annuities Annuities Life Other Total
Total INVESIMENLS ......oeeiiieiiiiiieiee e $ 3423 $216741 $ 73499 $ 6,8555 $ 1,874.3 $38,096.1
DAC and VOBA ... 7.7 422.0 16.3 250.2 — 696.2
Other intangible assets ..........cccccoiiiiiiiiiiiiiiicceee 727.5 485.2 49.6 12.8 — 1,275.1
GOOAWIll ... 308.0 198.8 50.2 6.0 — 563.0
Separate account assets .........cccoeceeeiiiiiie e — 613.2 — 364.9 — 978.1
Total @SSELS ..ouveiiiieiiee e 1,500.1 23,971.2 7,517.1 7,836.0 2,041.2 42,865.6
Future policy benefits, losses, claims and loss expense (1) . 344.7 21,350.2 7,104.9 7,221.9 (19.5) 36,002.2
Other policyholders' funds .........cccccceveiicieeeeniiee e 29.3 22.7 4.0 47.0 15.0 118.0
Notes payable ... — — — — 706.6 706.6

(1) Includes funds held under deposit contracts, future policy benefits, and policy and contract claims on the consolidated balance sheets.
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