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

As of As of
September 30, December 31,
2018 2017
(Unaudited)
ASSETS
Investments:
Available-for-sale securities:

Fixed maturities, at fair value (amortized cost: $30,328.2 and $29,786.5, respectively)..... $ 29,8711 $ 30,473.4
Trading securities, at fair ValUE ............coooiiiiiiiiiie e 790.3 —
Marketable equity securities, at fair value ...........cccocceie e 145.9 755.7
Mortgage l0ans, NEE ... ..o 6,407.7 6,241.2
Investments in limited partnerships (includes $52.4 and $52.5 at fair value, respectively) ... 190.7 225.5
Derivatives, at fair ValUE .........cooiiiiiiiiiieiie e 332.7 339.0
Policy loans and other invested asSets .........cccccoviiiiiiiiiie i 66.9 61.3

Total INVESIMENTS ... e e e e e e e e e e e e e e e e e e e e e e e s e e aeaaaaan 37,805.3 38,096.1
Cash and cash eqUIVaAIENES .........oooiiiiiiie e 587.0 362.0
Accrued iNVEStMENT INCOME .........iiiiiiiiie it enaneeeas 355.8 336.6
ReiNsurance reCoVErabIles ... 6,297.3 318.2
[N O TaTo IV ] = PSS 979.6 696.2
Receivables and other @SSets .........cooiiiiiiiiiiii s 399.3 240.3
Other intangible assets, NEt ........coo i 1,209.9 1,275.1
GoodWill .. 563.0 563.0
Separate aCCOUNE @SSELS .......eiiiiiiiiiee i e e e e et e e e e s e e e e anneeeeennneeeeennnees 1,026.9 978.1
TOLAl @SSEES ...ttt e e e e e e e e e e e e e e — e e e e e a—aeaeeaarreeeaianes $ 49,2241 $ 42 865.6
LIABILITIES AND STOCKHOLDER'S EQUITY
Funds held under deposit CONIACES ...........c.cocuiiiiiiiiiecie ettt $ 36,763.7 $ 35,306.8
Future poliCy DENEFILS .......cccoiiiiiiiii it 510.7 498.8
Policy and contract ClaimS .........ceiiiiiiiiie e e 224.3 196.6
(@1 =T g oYe] 03 a o1 fo [=T {3 {1 a o L= 154.0 118.0
Funds withheld ability ..........ooooiiiii e 5,645.7 —
1IN [0 (=TT o= )= ][ 705.9 706.6
Deferred income tax liabilities, Net ..........oooiiiiiiiiieee e 21.5 222.3
Other IADIlIHIES  ..ueeee ettt ettt e st eeb e e abb e e snteeenbeeessaeesnneeeneeenee 760.7 622.0
Separate account liabilities 1,026.9 978.1
Total HADIIHIES ...t b et st e saa e e e e e be e e nneeeaneas 45,813.4 38,649.2
Commitments and contingencies (Note 12)
Common stock, $0.01 par value; 1,000 shares authorized; 100 issued and outstanding ........ — —
Additional paid-in CAPILAl .........cceiiiiiiiie e e e 3,516.7 3,516.7
Retained @arniNgs ........c.oooiiiiiiii e e s 2231 144.8
Accumulated other comprehensive income (loss), net of taxes (329.1) 554.9
Total StoCKNOIAEI'S EQUILY .....eieeieiiiie et e e e e e e e e e e e e e snaaaeeennnaeeeeennnes 3,410.7 4,216.4
Total liabilities and stoCKhOIAEr'S @QUILY .........eoiiiiiiiiiiii e $ 49,2241 $ 42,865.6

See accompanying notes.



SYMETRA FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(In millions)

(Unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Revenues:
PIEMILUMS ...ttt ettt $ 2545 $ 2275 $ 7613 $ 669.2
Net investment income 260.4 320.6 935.9 964.7
Policy fees, contract charges, and other 82.5 72.5 243.2 212.9
Net realized gains (losses):
Total other-than-temporary impairment losses on securities ......... (0.7) (2.8) (3.7) (4.8)
Less: portion recognized in other comprehensive income.............. 0.1 — 0.1 —
Net impairment gains (losses) on securities recognized in earnings (0.6) (2.8) (3.6) (4.8)
Other net realized gains (I0SSES) ......ccccvvveeeiiiieeeiciiee e (93.3) 23.5 (150.4) 221
Net realized gains (I0SSES) ......ccccuiriiiiiniiiiieie e (93.9) 20.7 (154.0) 17.3
TOAl FEVENUES ... e e e e e e e e e e e e e e e e e eenennnes 503.5 641.3 1,786.4 1,864.1
Benefits and expenses:
Policyholder benefits and claims .............ccooeiiiiiiiiiniiieceee, 197.4 199.4 636.8 577.3
Interest credited .........oooiiiiii 171.5 242.7 675.5 720.4
Other underwriting and operating eXpenses ...........cccccveeeeeceieeeeecnnennn. 133.4 111.4 383.1 3421
INtEreSt EXPENSE ...ooiiiiiiiii i 6.2 7.5 18.3 22.4
Amortization of DAC and VOBA ..........ccociiiiiiiiiiiieeie e 43.4 13.2 69.6 53.9
Amortization of intangible assets .........ccccccvviiiiiiiie e 21.7 21.7 65.2 65.2
Total benefits and EXPENSES .........ccueeeiiiiiiiieeciiee et 573.6 595.9 1,848.5 1,781.3
Income (loss) from operations before income taxes (70.1) 45.4 (62.1) 82.8
Total provision (benefit) for income taxes .........cccoeecvvveviiciiieeieciee e, (92.8) (3.7) (96.1) (9.9)
NEEINCOME .ottt sne e e $ 227 $ 491 $ 340 $ 92.7

See accompanying notes.



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

(Unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
NELINCOME ..ottt et ee e e e e b e e aneeenneas $ 227 $ 491 $ 340 $ 92.7

Other comprehensive income (loss), net of taxes and
reclassification adjustments:

Changes in unrealized gains (losses) on available-for-sale
securities (net of taxes of $(20.8), $38.5, $(245.2), and
F208.5) .. e (78.2) 715 (922.6) 387.2

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

B0.0) e (0.1) — (0.1) —
Impact of net unrealized (gains) losses on DAC and VOBA (net

of taxes of: $2.2, $(5.6), $42.0, and $(34.0)) .......cccccereiirernennns 8.1 (10.4) 158.1 (63.2)
Impact of cash flow hedges (net of taxes of $0.0, $(6.9), $(1.4),

AN $(14.3)) e 0.2 (12.8) (5.1) (26.5)

Other comprehensive iNCome (I0SS) .........ccccocieiiiieniieeniiieceeee e (70.0) 48.3 (769.7) 297.5

Total comprehensive iNCOMe (I0SS) .......cccouveeueeceieiieeieeee e $ (47.3) $ 974 $ (735.7) $ 390.2

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 (Loss) Equity
January 1, 2017 ..o $ — $ 36777 $ 17.0 $ 1435 $ 3,838.2
NEtiNCOME ... — — 92.7 — 92.7
Other comprehensive iNCOME .........cccceeviieiiiiiiieeiieee — — — 297.5 297.5
Dividends declared ..........cccccevviiiireiniiee e — (161.0) (19.0) — (180.0)
Balances as of September 30, 2017 $ — $ 35167 $ 90.7 $ 4410 $ 4,048.4
Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive Stockholder's
Stock Capital Earnings Income (Loss) Equity

January 1, 2018 .....ooiiiiieee e $ — $ 35167 $ 1448 $ 5549 $ 4,216.4
NEtiNCOME ....ovviiiiiiiii e — — 34.0 — 34.0
Other comprehensive income (10SS) ........ccovcveeeeeiieenenn. — — — (769.7) (769.7)
Dividends declared ..............cccoiiiiiiiiiiii s — — (70.0) — (70.0)
Adoption of new accounting standard .............ccccccoeieenen. — — 114.3 (114.3) —
Balances as of September 30, 2018 ............cccceevveeieceeennns $ — $ 35167 $ 2231 $ (329.1) $ 3,410.7

See accompanying notes.



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

(Unaudited)
For the Nine Months Ended
September 30,
2018 2017
Cash flows from operating activities
NELINCOME .ot e et e e et e e e et e e e e e tb e e e e e st e e e e e anaaeeesenseeaeeenseeeeeaanseeas $ 340 $ 92.7
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Net realized (GAINS) IOSSES .....uviiiiiiiii ettt e e e e e e et e e e senb e e e e sraeeeeenneeeeans 154.0 (17.3)
Accretion and amortization of invested assets, Net ..........cccoiieiiiiiie i 182.6 214.6
Amortization of iNtangible @SSEIS ..........ooiiiiiiiii e 65.2 65.2
Other amortization, accretion and depreciation ............coocueeeiiiiiee i (4.4) (23.9)
Deferred income tax provision (DENEfit) .........c.ooiuiiiiiiiiie e 3.8 (39.8)
Interest credited on deposit contracts ............cccccceeeeiiiinnnin. 675.5 720.4
Mortality and expense charges and administrative fees (203.2) (175.1)
Payment at inception of reinsurance transaction (360.0) —
Other changes in:
[0 = o Y ] (121.2) (132.6)
Future policy DENEFItS .....ooieiieiie e 26.9 241
Other POlICYNOIAET FESEIVES ...ttt s e e e bte e snee e snneesneeesnneeanee 153.7 63.5
Policy and contract ClaimS ...t 27.8 98.9
Funds withheld lability .........oooiiiiee et e e e e e e e e e e e e e e nnnneeas (73.0) —
Other assets and labilitieS ...........cceeiiiiiiiee e e e e 6.6 (48.4)
L0 =T R 0= (15.3) (8.9)
Total dJUSIMENTS ..ot e e e as 519.0 740.7
Net cash provided by (used in) operating actiVities .........cccooiiiiiiiiiiiie e 553.0 833.4
Cash flows from investing activities
Purchases of:
Fixed maturities — available-for-sale .............ccocviiiiiii i (5,548.3) (4,957.2)
Fixed maturities — trading .......coooiiiiiieeiee e e e e e (796.6) =
Marketable equity SECUNLIES ...........eiiiiiiiii e (297.0) (148.9)
Derivatives and other inVeSIMENTS .........oooiiiiiiie e (156.1) (123.9)
Issuances Of MOGAgE I0ANS ........viii i e e et e e et ee e e e enre e e e ennnaeeas (615.5) (662.7)
Sales Of fiXed MATUMLIES ......oeiiiiiiie et e et e e e e e e e e et eeeanneeeeennnneeeeenenneeans 2,941.8 1,769.9
Sales of marketable equity SECUIILIES .......cc..iiiiiiiiii e e e 931.9 213.2
Maturities, calls, paydowns, and other repaymeNnts ..........ccccoeiiiiireiiiiieee e eeseeee e e 1,960.0 1,804.1
Cash received for sales/settlements of derivatives and other investments 131.9 1441
Repayments of mortgage l1oans ...........cccocoeeiiieeiiieeene 414.7 314.7
Cash received (pledged or returned) as collateral, net . (19.0) 23.4
(] 1 1= P 1= (10.8) (3.1)
Net cash provided by (used in) iNvesting actiVities ...........cccoiveiiiiiie e (1,063.0) (1,626.4)
Cash flows from financing activities
Policyholder account balances:
[T 0o L] | U PUPPPRN 3,030.2 2,950.3
A A Lo [ =YY= | PP (2,221.6) (1,923.4)
Cash dividends paid on COMMON STOCK ........iiiiiiiiiee et e e ee e s s e e e e neaee e e nnneeeeens (70.0) (180.0)
Proceeds from DOITOWINGS  .....eiiieiiiiiee sttt e e e et e e e e e e e e enteeeeeanneeeeeennneeaeennnes 450.0 —
Repayment of NOtES PAYADIE ...........eiiiiie e e (450.0) =
Net cash provided by (used in) financing activities ............cooiiiiiiii e 738.6 846.9
Net increase (decrease) in cash, cash equivalents, and restricted cash .........c.cccccoiiiiiiiiiiiiiinicenen. 228.6 53.9
Cash, cash equivalents, and restricted cash at beginning of period ............cccccoviiiiiiiciiie i, 369.9 399.9
Cash, cash equivalents, and restricted cash at end of period ...........ccccoeiiiiiiie i $ 598.5 $ 453.8
Supplemental disclosures of cash flow information
Non-cash transactions during the period:
Fixed maturitiesS @XChanQES .......oeeiiiiiiiie et 368.6 481.0
Cash, cash equivalents, and restricted cash reconciliation
Cash and cash qUIVAIENES ...........c.uuiiiiiiiiii e e e a e e et e e et e e e ennnaee s $ 587.0 $ 446.6
Restricted cash, included in receivables and other assets ..........ccccvviviiiii i 11.5 7.2
Total cash, cash equivalents, and restricted Cash ...........ccccooiiiii i $ 598.5 $ 453.8

See accompanying notes.



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

1. Description of Business

Symetra Financial Corporation (the Company) is a Delaware corporation that, through its subsidiaries, offers products and
services 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).

Reinsurance Transaction

In September 2018, the Company, entered into a 100% modified coinsurance agreement with Resolution Re Ltd. (the
Reinsurance Transaction) to reinsure $6.8 billion of its in-force block of income annuities (the Closed Block). The
transaction reduced the Company's exposure to long-term interest rate risk associated with the long-tailed nature of the
reinsured business, primarily structured settlements. Under terms of the agreement, the Company will continue to service
the reinsured business and hold the associated invested assets and policyholder liabilities on its balance sheets.
However, Resolution Re Ltd. will be responsible for asset management, subject to investment management guidelines,
and Resolution Re Ltd. has assumed all income and costs associated with the reinsured business. The Company
discontinued selling structured settlements in 2012. Income annuity contracts issued after September 30, 2017 were not
included in this agreement. The Company will continue to sell retail SPIAs as part of its retirement product offerings. Refer
to Note 3 for further discussion.

Sumitomo Life Merger

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. The Company revised
and restated its segment information to reflect its new reportable segments following the execution of the Reinsurance
Transaction in the third quarter of 2018. Refer to Note 13 for further discussion. Management has assessed subsequent
events through November 30, 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 nine months ended September 30, 2018 are not
necessarily indicative of the results that may be expected for the twelve months ending December 31, 2018.

Income Taxes

The Company's full-year effective tax rate differs from the U.S. federal income tax rate, primarily due to benefits from the
Company's tax credit investments. For interim periods, the variance of year-to-date results from forecasted amounts also
drives a difference in the effective tax rate. In 2018, the change in federal income tax rate from 2017 resulted in a $7.3
benefit from a return-to-provision adjustment.

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.



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

Accounting Pronouncements Newly Adopted

ASU No. 2016-01, Financial Instruments (Topic 825): Recognition and Measurement of Financial Assets and
Financial Liabilities. This accounting standards update (ASU) amends recognition and disclosure requirements primarily
for equity investments carried at fair value. Under the standard, changes in fair value are 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. The update is effective beginning January 1, 2019, with early adoption permissible.

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) in the consolidated statements of income. As a result, the Company expects increased volatility in net
income and removed disclosures no longer required.

Accounting Pronouncements Not Yet Adopted

The Company's primary subsidiary, SLIC, is a public business entity (PBE) and is required to adopt new accounting
standards in accordance with PBE effective dates, which are generally earlier than non-PBE effective dates. In most
cases, this necessitates the Company to early adopt new accounting standards.

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

The adoption is not expected to have a significant impact on the Company's consolidated financial statements. The
Company will update its internal processes and controls to ensure compliance with the revised standard. Upon adoption,
the Company will apply the standard using a modified retrospective approach. The Company plans to early adopt on
January 1, 2019.

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

The Company estimates it will establish a right-of-use asset of approximately $60.0 on its consolidated balance sheets.
The majority of the Company's leases are currently accounted for as operating leases. The Company does not anticipate
any income statement impact. Upon adoption, the Company will apply the standard using a modified retrospective
approach and apply the requirements to all existing leases using the simplified transition option. The Company plans to
early adopt on January 1, 2019.

ASU No. 2017-08, Receivables — Nonrefundable Fees and Other Costs (Subtopic 310-20): Premium Amortization
on Purchased Callable Debt Securities. 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. The update is effective
beginning January 1, 2020, with early adoption permissible.

The adoption is not expected to have a significant impact on the Company's consolidated 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.

ASU No. 2016-13, Financial Instruments — Credit Losses (Topic 326). This standard amends the credit loss
measurement guidance for available-for-sale securities. Credit losses will be recognized in a credit allowance account
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

rather than as reductions in the amortized cost of the securities. Further, entities will no longer be 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. The update is effective beginning January 1, 2021, with early adoption permissible.

The Company is in the early stages of evaluating the potential impact of the standard on its financial statements, with a
focus on fixed maturity securities, mortgage loans, and reinsurance recoverables. Upon adoption, the Company will apply
the standard using a modified retrospective approach. The Company plans to early adopt on January 1, 2020.

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

The Company is monitoring the potential impact of the standard on its annual goodwill impairment assessment. Upon
adoption, the Company will apply the standard prospectively. The Company plans to early adopt on January 1, 2020.

ASU No. 2018-12, Financial Services — Insurance (Topic 944): Targeted Improvements to the Accounting for Long-
Duration Contracts. This standard substantially changes the accounting treatment of long-duration contracts. Entities will
now be required to regularly review and update assumptions used to measure the liability for future policy benefits, which
were previously locked at contract inception and held constant over the contract term. Assumptions used to measure
discounted cash flows will be reviewed at least annually, and the discount rate assumption will be updated at each
reporting date based on a standardized, market-observable discount rate. Entities will also be required to use a fair value
model to measure their market risk benefits, with the insurance accrual model no longer an option. The standard also
simplifies the DAC amortization method for all long-duration contracts by replacing the previous earnings-based methods
with a more level amortization basis. The update will also require additional financial statement disclosures, including a
rollforward of the liability and information about significant assumptions used. The update is effective beginning January 1,
2022, with early adoption permissible.

The Company is in the early stages of assessing the impact of the standard on its annuity and life insurance contracts.
The Company plans to early adopt on January 1, 2021.

ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework. This standard amends the disclosure
requirements for fair value measurements. Under the standard, there are new disclosure requirements for Level 3 fair
value measurements as well as the elimination of certain current disclosure requirements. The update is effective
beginning January 1, 2020, with early adoption permissible.

The Company is in the early stages of assessing the impact on its quarterly and annual disclosures. The Company plans
to adopt on January 1, 2020.

3. Reinsurance Transaction

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

The Company established a $6.1 billion deposit asset which is included in reinsurance recoverables on its consolidated
balance sheet for an amount equal to the Closed Block's $5.7 billion net statutory reserves due from the reinsurer and an
amount paid to the reinsurer at the Transaction date. The equivalent GAAP reserves for the reinsured policies was $6.8
billion. The fair value adjustment recorded at PGAAP is the primary driver of the difference between the GAAP and
statutory reserves. The difference between the deposit asset and the GAAP reserves is adjusted over the remaining life of
the reinsured policies using the effective interest method and recognized in interest credited in the consolidated
statements of income.

Assets supporting the net statutory reserves of the Closed Block were withheld and are legally owned by the Company.
These are reported as a funds withheld liability on the consolidated balance sheets. Adjustments to the funds withheld
liability are based upon the investment and benefit amounts passed to the reinsurer during the period, which are labeled
as ceded in the financial statements.
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SYMETRA FINANCIAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts in millions, unless otherwise stated)
(Unaudited)

The funds withheld liability is composed of the host contract and an embedded derivative. The embedded derivative
represents the right to receive or obligation to pay the total return on the withheld assets, which must be bifurcated from
the host contract and carried at fair value on the Company’s consolidated balance sheets. The fair value of the embedded
derivative fluctuates with changes in the unrealized gain (loss) on the withheld assets. At inception, the fair value of the
embedded derivative is zero. Changes to the fair value of the embedded derivative are recognized in net realized gains
(losses) on the Company’s consolidated statements of income.

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

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

For the Three
September 30,
2018
[D]=T oo XS | a= FET= =1l o =Y [T T e ol o= 4 oo $ 6,072.6
Incurred iNterest adjUSIMENT ... ... ..ot e e e e e e et e e e e eaa e e e s essaeeeeassaeeeaansaaeeeesraeeeennraeeeans (75.1)
[ T=T oo TS | = Y= =L A= g T o) oY 4 o T $ 5,997.5
Funds withheld liability at beginning Of PEFIOA ........ooo it e e e s e e et e e e e e e e e nnnneeas $ 5,700.0
Ceded INVESIMENT @MOUNES ... ittt bt e b et e be e e s hb e e e bt e e abb e e aabeeeabeeebeeesabeeeabeeaanseesnreeanee 180.8
(©7=To [=To N o =T 0 T=Y 11 =T g o T | € (159.4)
Quarterly settlement dUE 10 FEINSUIET ...ttt ettt e bt e e ae e e st e e s bt e e sbe e e sabeesabeearnneenane (12.7)
Changes in fair value of embedded deriVatiVe ..............ooiiiiiiiiiiiie e e s e e e e e e e e e e e e e e annnee s (63.0)
Funds withheld liability at @nd Of PEIIOA ........ooiieiie e e st e e s s e e e e sntee e e s anreeeeannnseeas $ 5,645.7

4. Other Intangible Assets

Intangible assets with finite lives are amortized on a straight-line basis over the estimated useful life of the assets.
Amortizing 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 September 30, 2018 As of December 31, 2017

Gross Carrying Accumulated Gross Carrying Accumulated

Amount Amortization Amount Amortization
VODA e $ 7820 $ (60.5) $ 7820 $ (43.5)
VOCRA e 386.7 (103.1) 386.7 (74.1)
Trade NAMES ...oooovviiieeaiiiiee e e e e nneee 190.0 (29.8) 190.0 (21.4)
TEChNOIOGY ..veveeeiiee e 72.0 (38.4) 72.0 (27.6)
Total intangible assets subject to amortization................... 1,430.7 (231.8) 1,430.7 (166.6)
Insurance liCENSES .........cocvvriiiiiiieiit e 11.0 — 11.0 —
Total intangible assets ........cccoccvveeiiiieeeeeee e, $ 14417 $ (231.8) $ 14417 $ (166.6)
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The following table sets forth the estimated future aggregate amortization expense for the next 5 years:

Year Amount

L0 R (=T a0 =TT PSSP URSPR $ 21.8
20 87.0
20 OSSR 87.0
D240 7 PP PUPPPR PRSPPI 73.4
20 2SSOSR 721

5. Investments

The Company's investment portfolio consists in large part of fixed maturities and commercial mortgage loans, as well as a
smaller allocation of investments in limited partnerships, derivatives, marketable equity securities, and other investments.
Equity investments have historically included exchange traded funds and common stock in support of income annuity
policies. The majority of the Company's equity investments were sold in connection with the Reinsurance Transaction.

Closed Block Invested Assets

As of September 30, 2018, invested assets supporting the Closed Block had a carrying value of $6.1 billion. This included
commercial mortgage loans with a carrying value of $1.3 billion, and fixed maturity securities with a fair value of $4.8
billion, and a book value of $4.7 billion. Invested assets supporting the Closed Block are legally owned by the Company
and included in the consolidated balance sheets.

Subsequent to the Agreement Date, the Company designated new purchases of fixed maturities supporting the Closed
Block as trading securities, which are carried at fair value on the Company's consolidated balance sheets. Trading
securities had a fair value of $790.3 as of September 30, 2018. The trading securities consist of U.S. Government and
agencies securities and corporate securities, with fair values of $375.8 and $414.5, respectively. Changes in the fair value
of trading securities are recorded as realized gains (losses), and interest income earned on trading securities is reported
in net investment income on the Company's consolidated statements of income.

Available-for-sale Securities

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

As of September 30, 2018

Cost or Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
U.S. government and agencCies .........cccocveveerieiienieniesee e $ 3298 $ — $ 9.7) $ 320.1
State and political sSubdiviSioNS ...........ccccoiieiiiiiie e 749.5 0.6 (21.0) 729.1
Corporate SECUNLIES ....cuvviveiiiiieeeeeiie e s e e e snaee e e 24,020.8 240.8 (521.4) 23,740.2
Residential mortgage-backed securities ...............ccccooiiiiii, 2,498.1 4.0 (119.9) 2,382.2
Commercial mortgage-backed SeCUrities ..........ccccovveeereiiiiee i 770.8 0.1 (16.3) 754.6
Collateralized loan obligations ..........cccocciieeiiciiee e 992.6 1.0 (4.8) 988.8
Other debt obligations ..........ccccooiiiiiiiii e 966.6 4.8 (15.3) 956.1
TOMAI e e $ 30,3282 $ 2513 $ (708.4) $ 29,871.1
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(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:

As of September 30, 2018 As of December 31, 2017
Fair Value % of Total Fair Value % of Total
INAUSTIIAL ... $ 4,101.0 17.3% $ 4,484 .1 18.6%
Consumer diSCretioNary ........c..ooiiiiiiee i 3,571.4 15.0 3,388.3 141
FINANCIAI ... e 2,943.3 12.4 2,826.1 11.7
2,927.8 12.3 3,102.9 12.9
2,691.9 11.3 2,660.0 111
2,554.9 10.8 2,721.6 11.3
2,468.9 10.4 2,135.8 8.9
2,481.0 10.5 2,750.9 1.4
$ 23,740.2 100.0% $ 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 separately those securities that have been in a continuous
unrealized loss position for less than twelve months and for twelve months or more.

As of September 30, 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 .........c.ccceceereeneernenne $ 68.2 $ (1.4) 27 $ 1877 $ (8.3) 30
State and political subdivisions ..............ccccceviiieenn. 3771 (10.8) 61 313.0 (10.2) 59
Corporate SECUNtIES ......cceeveeriiieeeeiiie e 15,350.8 (396.7) 1,133 2,552.7 (124.7) 195
Residential mortgage-backed securities.................... 477.3 (15.1) 159 1,820.9 (104.8) 443
Commercial mortgage-backed securities .................. 628.6 (11.9) 56 111.2 (4.4) 20
Collateralized loan obligations ...........c.cccccveeeeiciieeenn. 562.0 (4.8) 31 — — —
Other debt obligations ..........ccccceeciriiiiiiiniceee 384.8 (8.5) 49 178.3 (6.8) 22
TOtAl . $ 17,848.8 $ (449.2) 1,516 $ 5163.8 $ (259.2) 769
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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 .............ccceceeevvenennne. $ 1209 §$ (0.3) 6 $ 2062 $ (4.6) 31
State and political subdivisions .............ccccceeviiieenn. 311.8 (2.8) 48 169.7 (4.1) 36
Corporate SECUNties .........ccevveiiiniiiicicceeeeee 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 ..............ccccceriiviiinnnn. 10.0 — 1 — — —
Other debt obligations ..........ccccoeiiiieniiiiiecece, 2179 (2.5) 32 109.3 (3.0) 14
(49.2) 689 $ 3,3206 $ (81.8) 553

Based on National Association of Insurance Commissioners (NAIC) ratings as of September 30, 2018 and December 31,
2017, the Company held below-investment-grade fixed maturities with fair values of $943.9 and $1,119.4, respectively,
and amortized costs of $917.0 and $1,036.3, respectively. These holdings amounted to 3.2% and 3.7% of the Company's
available-for-sale fixed maturities as of September 30, 2018 and December 31, 2017, respectively.

The following table summarizes the amortized costs and fair values of fixed maturities as of September 30, 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  ..euviiiieiieie ettt ettt et e et et e et e et e eateeaeeeteeeaeeateeeseeabeeseeaseanseeaseenseenseenseenreannann $ 1,380.3 $ 1,378.1
Over one year through five YEars ............cocoiiiiiiiiii e 8,380.0 8,288.5
Over five years through ten YEars ..........ccooiiiiiiiiii e 10,284.4 10,082.9
[0 (Y =T SN 5,148.6 5,131.8
Total fixed maturities with contractual maturity dates ............ccoviiiiiiiiiii e, 25,193.3 24,881.3
Residential mortgage-backed SECUMLIES ..........ccoooiiiiiiiiiiiii e 2,498.1 2,382.2
Commercial mortgage-backed SECUNTIES ........cooiiiiiiiiiiiie e e e enee e 770.8 754.6
Collateralized [0an obligations ..o 992.6 988.8
Other asset-backed securities 873.4 864.2
TOtal fIXEA MALUMHIES .. .ot e et e e e e e e e e e e e e e e e e e e e e saeeesseeaeeessanens $ 30,328.2 $ 29,871.1
The following table summarizes the Company's net investment income:
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017

Fixed maturities — AFS .......cooiiiiiiiieiie e $ 276.6 $ 2624 % 8253 $ 795.6
Fixed maturities — Trading .......ccccveeriiiieeeee e 1.2 — 1.2 —
Marketable equity securities 3.5 5.0 121 13.1
Mortgage loans ..........ccoceeveienieiincene. 731 61.2 205.7 178.6

(0 (=Y SRS 3.8 2.8 11.4 7.5
Total investment income ............oooooiiiiiiiciiicce e, 358.2 3314 1,055.7 994.8
INvesStMent EXPENSES ........ccccoiiiiiiiiiiie e (11.5) (10.8) (33.5) (30.1)
Ceded investment income (1) (86.3) — (86.3) —
Net investment iNCOME ..........coiiiiiiiiiie e $ 2604 $ 3206 $ 9359 $ 964.7

(1) Ceded investment income represents statutory-basis investment income in the Closed Block.
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(Unaudited)
The following table summarizes the Company's net realized gains (losses):
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017

Fixed maturities — AFS:

Gross gains 0N Sales .........ccoecuiiiiiiiiiiiiei e $ 151 §$ 82 $ 202 $ 20.3

Gross losses on sales (24.8) (1.6) (36.1) (6.7)

Net impairment losses (0.6) (2.8) (3.6) (4.8)
Marketable equity securities (1) 5.1 1.8 (20.8) 26.2
Fixed maturities — Trading (2) ....cccoveeriieeeeieee e (6.4) — (6.4) —
Investments in limited partnerships (3):

Alternative investments ..., 0.8 (0.6) 0.3 0.7

Tax credit INVESTMENTS .......ooviiiiiiee e (11.4) (10.8) (35.0) (27.6)
Net gains (losses) — FIA (4) (2.0) 5.8 12.1 6.1
Annual unlocking impact ... (39.2) 201 (39.2) 201
DAC and VOBA adjustment ..........ccccoeciriiiieiienieiie e (3.0) (1.7) (10.2) (2.8)
Embedded derivative — Closed BIOCK (5) .....ccevveeeiiiieeaiiieeeeiieennnn 63.0 — 63.0 —
Ceded realized (gains) 10SSES (6) ......cccoevviriueriiiiiirieeee e (94.5) — (94.5) —
OhEr (7)) et $ 40 $ 23 $ (3.8) $ (14.2)

Net realized gains (IOSSES) .......cceeueeieiiiieieee e e $ (93.9) $ 207 $ (154.0) $ 17.3

Includes net losses on changes in the fair value of equity securities held totaling $3.5 for the three months ended September 30, 2018, and net
gains totaling $0.1 for the nine months ended September 30, 2018. Realized gains (losses) on equity securities are net of changes in fair value of
total return swaps. For more information on total return swaps, refer to Note 7.

Includes net losses on changes in the fair value of fixed maturities — trading securities held totaling $6.4 for the three and nine months ended
September 30, 2018.

Includes losses related to tax credit investments and changes in the fair value of alternative investments.

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.

Includes the change in fair value of the Closed Block embedded derivative.

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

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 7.

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.
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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.

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

As of September 30, 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 ................ $ 11 $ (0.6) 6 $ 52 §$ (1.7)
6 consecutive months or more ................... 1.5 (1.1) 5 0.9 (0.8)
Total underwater by 20% or more ...................... 2.6 (1.7) 11 6.1 (2.5) 12
All other underwater fixed maturities.................. 23,010.0 (706.7) 2,179 9,961.5 (128.5) 1,205
Total underwater fixed maturities ............ccccceevernenee. $ 23,0126 $ (708.4) 2190 $ 09,9676 $ (131.0) 1,217

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 (loss) (OCI) were as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Balance, beginning of Period ...........c.ccccoieiiiiiiiiie e $ 39 $ 38 $ 38 $ 4.4
Increases recognized in the current period:
For which an OTTI was not previously recognized ..................... 0.2 — 0.8 —
Decreases attributable to:
Securities sold or paid down during the period .............c.ccc........ (0.3) (0.1) (0.8) (0.7)
Balance, end of period ............cccveieiiiiiiii i $ 38 § 37 $ 38 § 3.7

The Company reviewed its available-for-sale securities with unrealized losses as of September 30, 2018 in accordance
with its impairment policy and determined, after the recognition of OTT], that the declines in fair value were temporary.
The Company did not intend to sell its underwater securities, and it was not more likely than not that the Company will be
required to sell the securities before recovery of cost or amortized cost, which may be maturity. This conclusion is
supported by the Company's spread analyses, cash flow modeling and expected continuation of contractually required
principal and interest payments.

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 September 30, 2018 and December 31, 2017, the Company's tax credit investments had carrying
values of $138.3 and $173.0, respectively, of which $132.0 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 For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017

Pass through actiVity ..........ccccecerereierinese s $ (5.6) $ (8.0) $ (18.8) $ (21.4)

W AOWNS et naeee e (6.4) (2.0) (16.7) (4.0)

LI D o =T 1= €SN 25 3.5 7.5 8.9

Tax CreditS, NEL ......eeceiieee e 9.8 8.0 30.0 23.9
Impact to NELINCOME ..........cccueiiiiieciecie e $ 03 $ 15 $ 20 $ 7.4
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6. Mortgage Loans

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

The Company's mortgage loan portfolio is diversified by geographic region, loan size and scheduled maturity. As of
September 30, 2018, the three states with the largest concentrations of the Company's commercial mortgage loans were
California, Texas and Washington representing 26.2%, 11.5%, and 6.9%, respectively, of total outstanding principal. Of the
loans in California, 41.8% 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 September 30, 2018 and December 31, 2017, the
unamortized premium balance was $142.1 and $177.1, respectively.

Allowance for Loan Losses

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

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

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

*  Medium Risk Loans — Loans 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.
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The following table sets forth the Company's mortgage loans by risk category:

As of September 30, 2018 As of December 31, 2017
Balance % Balance %
LOWET FISK .. $ 1,824.4 67.4% $ 1,486.1 69.8%
Medium risk 623.2 23.0 486.3 22.8
HIGher FisK ... 261.1 9.6 157.6 7.4
Subtotal, excluding certain PGAAP loans ..........cccccvevviieeene 2,708.7 100.0 2,130.0 100.0
LOWET FISK ..t 2,698.6 73.0 2,899.2 70.7
Medium risk 771.7 20.9 896.8 21.8
HIGNEr FISK ....ooiiiiiiiii e 225.2 6.1 308.4 7.5
Subtotal, certain PGAAP 10aNns (1) ..coocvveviiviiiieiieeeiee e 3,695.5 100.0% 4,104.4 100.0%
Loans specifically evaluated for impairment (2) ............c......... 0.7 4.8
Other (3) e e 2.8 2.0
TOMAL e $ 6,407.7 $ 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 both September 30, 2018 and December 31, 2017, no reserves 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.

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Allowance at beginning of period ...............ccccocvieiiiiiieiieeie e $ 15 § 07 $ 10 $ 0.7
Provision for loans not specifically identified ...............cccocceeeinne. — 0.3 0.5 0.3
Allowance at end of Period ............ccceevieiieiiieiiecieee e $ 15 § 10 $ 15 § 1.0

Non-performing loans, defined generally as those in default, close to being in default or more than 90 days past due, are
placed on non-accrual status. As of September 30, 2018, one loan with an outstanding balance of $0.7 was considered
non-performing. There were no such loans as of December 31, 2017.

7. Derivative Instruments

The following table sets forth the fair value of the Company's derivative instruments, including embedded derivatives. In
the consolidated balance sheets, derivative contracts in a liability position are included in other liabilities, and embedded
derivative liabilities are included in the balances of the related liabilities.
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As of September 30, 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 SWapSs ........cccccveeeeeiieeiieceeeeeieas $ 917.7 $ 02 $ 02 $ 9681 §$ 15 § 1.4
Foreign currency swaps ...........cccoeceeeiieeiiieeenns 811.0 90.2 6.8 686.2 75.5 5.6
Total derivatives designated as hedges ................ $ 1,7287 $ 904 $ 70 $ 16543 §$ 770 §$ 7.0
Derivatives not designated as hedges: -
INdex OptioNS ...ccveiiieiiiie e $ 77228 $ 2416 $ 05 $ 6,69.1 $ 2619 $ 1.5
Interest rate SWaps .........ccoocceiiiiiiiiiciiece 594.5 — 1.3 — — —
Embedded derivatives — FIA ......ccccoeeeeirieinnnn. — — 1,005.8 — — 797.5
Embedded derivative — Closed Block............... — 63.0 — — — —
Other derivatives ..........ccccoveviiiiiciiicenec e 68.1 0.7 0.1 22.2 0.2 —
Total derivatives not designated as hedges .......... 8,385.4 305.3 1,007.7 6,718.3 262.1 799.0
Total derivatives .........cocceeviiiiie e $ 10,1141 $ 3957 $ 1,0147 $ 83726 $ 3391 $ 806.0

Collateral Arrangements and Offsetting of Financial Instruments

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

The Company does not offset recognized collateral amounts pledged or received against the fair value amounts
recognized for derivative contracts. For certain centrally-cleared instruments, the Company is required to post initial
margin, which is determined at contract inception, as well as variation margin, which is based on the fair value of the
derivative contracts and generally determined on a daily basis. As of September 30, 2018 and December 31, 2017, the
Company posted initial margin of $48.7 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.
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The following tables present the potential effect of netting arrangements by counterparty on the Company's consolidated
balance sheets:

As of September 30, 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:
$ 290 $ 4.3) $ (22.9) $ 1.8
55.5 (1.5) (54.0) —
16.0 — (16.0) —_
12.5 — (12.5) —
323 — (32.3) —
PRSPPI 67.2 (1.3) (65.2) 0.7
H o 18.3 (0.7) (17.6) —_
50.4 — (48.2) 2.2
27.3 — (27.3) —
Other ..o 24.2 (1.1) (23.1) —
Total derivative @ssets ...........ccccccuveeeeiiciiececce e $ 3327 $ (8.9) $ (319.1) $ 4.7

(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 September 30, 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:
$ 43 $ 4.3) $ — $ —
1.5 (1.5) — —
H o 0.7 (0.7) — —
G e 1.3 (1.3) — —
Other .. 1.1 (1.1) — —
Total derivative liabilities (2) .........ccooeviiiiiiiiiiiieens $ 89 §$ (8.9) $ — 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 that 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:

$ 46.1 42) % 41.9) $ —
63.6 1.4) (62.2) —
13.2 — (13.2) —
E e 21.3 — (21.3) —
s 31.6 (1.3) (29.0) 1.3
PRSPPI 30.2 — (30.2) —
o S 51.9 (1.0) (50.9) —
| s 34.6 — (32.9) 1.7
e 42.7 (42.7) —
Other ... 3.9 (0.6) (3.3) —
Total derivative assets $ 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) $ — —

B e 1.4 (1.4) — —

F e 1.3 (1.3) — —

(1 =T 1.6 (1.6) — —
Total derivative liabilities (2) ........ccccocevieiieiieieececne, $ 85 $ (85) $ — $ —

(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 that have no counterparty.
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Derivatives Designated as Hedges

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
INterest rate SWaPS ........ccceeiiiiiiiiiiiiiieie e $ (6.0) $ (2.3) $ (30.6) $ 4.0
FOreign CUrre€nCY SWaPS ......cccveeeeiiieieeeiieeeeeieeeeennieeessneeeeeenneees 6.3 (24.8) 20.5 (50.8)
TOMAl e e $ 03 $ (271) $ (10.1) $ (46.8)

See Note 11 for amounts reclassified out of AOCI into net income. The Company expects to reclassify net gains of $4.3
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 September 30, 2018, the maximum term over which the Company is hedging its exposure to the variability in future
cash flows is approximately 16 years. For the three and nine months ended September 30, 2018, net realized gains of
$0.3, were recognized related to hedge ineffectiveness. For the three and nine months ended September 30, 2017, net
realized losses of $5.2 and $1.4 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,
which is recorded in net realized gains:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
INAEX OPHONS ..ottt $ 53.6 $ 415 $ 528 $ 106.8
Interest rate SWapPS .....coceeiieiiiiee e (4.7) — (1.7) 1.6
Total return SWapSs .........cccocoiiiiiiiiie (27.9) — (47.4) (4.3)
Embedded derivatives — FIA .. ... (105.4) (5.8) (90.8) (70.9)
Embedded derivative — Closed BIOCK ...........ccceviiieiiiiiiiieiies 63.0 — 63.0 —
Other derivatives ..........ccioiiiiiiie e 2.8 1.2 (0.2) 1.4
TOMAl e $ (18.6) $ 36.9 $ (24.3) $ 34.6

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. The total return swaps were terminated during the third quarter of
2018.

8. 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
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utilizing significant inputs not based on or corroborated by readily available market information. In limited
circumstances, this may also utilize estimates based on non-binding broker quotes.

The following tables present the fair value of the Company's financial instruments classified by the valuation hierarchy
described above:

As of September 30, 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 ...........cccceevueeereeireeireeneans $ 3201 $ 3201 $ — $ 3201 $ —
State and political subdivisions ...........c.ccccoecviieiiiiieeecneen. 729.1 729.1 — 729.1 —
Corporate SECUNtIES ........cccveeeieiiiiieeciiee e 23,740.2 23,740.2 — 23,443.5 296.7
Residential mortgage-backed securities 2,382.2 2,382.2 — 2,382.2 —
Commercial mortgage-backed securities.............ccccccuu..... 754.6 754.6 — 754.6 —
Collateralized loan obligations ............cccccovvieiiiniiiiecneenen. 988.8 988.8 — 936.1 52.7
Other debt obligations ..........cccoeciveiiiiiee e, 956.1 956.1 — 916.7 394
Total fixed maturities, available-for-sale ..................c............ 29,871.1 29,871.1 — 29,482.3 388.8
Fixed maturities, trading ........cccooceiiii e 790.3 790.3 — 790.3 —
Marketable equity securities 145.9 145.9 103.4 36.3 6.2
Derivatives:
INAEX OPONS ..ot 241.6 241.6 — 219.3 22.3
Foreign CUrrenCy SWaps ........ccccceeereeereeriieeeesnieeessieeeens 90.4 90.4 — 90.4 —
Oher e 0.7 0.7 0.5 0.2 —
Total derivatives .........cccoeiiiiiiieeee e 332.7 332.7 0.5 309.9 22.3
Total investments carried at fair value ................oooovvvvivvveennnnnnnn. 31,140.0 31,140.0 103.9 30,618.8 417.3
Embedded derivative — Closed BIOCK .........cc.cceeviiiiiiiiiiieniene 63.0 63.0 63.0
Separate account assSets .........ccooceeiiiiiiiiiinii e 1,026.9 1,026.9 1,026.9 — —
Total assets at fair value (1) .......ccooveveeeeeeee e $ 32,2299 $ 32,2299 $ 1,130.8 $ 30,6188 $ 480.3
Financial liabilities: I
Embedded derivatives — FIA .........coooiiiiiiie e $ 1,0058 $ 1,0058 $ — $ — $ 1,005.8

(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 — FIA ........ccocoiiiiiiieeeeeeeeeee $ 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 September 30, 2018 and December 31, 2017, pricing
services provided prices for 94.1% and 94.4%, respectively, of the Company's fixed maturities.

As of September 30, 2018, the Company had $1,578.3, or 5.3%, of its available-for-sale fixed maturities invested in
private placement securities. These securities were generally valued using a composite of observed comparable public
securities as well as reference yield curves. The yield curves are determined based on industry, credit quality, seniority
rank in the capital structure, and residual spreads determined by the Company's independent pricing service for each
security. The residual spreads are considered unobservable inputs and classified as a Level 3 measurement when they
are significant to the valuation result. When only observable inputs are significant to the valuation result, they are
classified as Level 2 measurements. The use of only significant observable inputs in determining the fair value of the
Company's investments in private placement securities resulted in the classification of $1,299.1, or 82.3%, as Level 2
measurements as of September 30, 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.
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Corporate Securities

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

Residential Mortgage-backed Securities

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

Marketable Equity Securities

Marketable equity securities have historically included exchange traded funds and common stock in support of long-
duration income annuity policies. The majority of the Company's equity investments were sold in connection with the
Reinsurance Transaction. 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 September 30, 2018 and December 31, 2017, the fair value of these investments was
$52.4 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.
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Embedded Derivatives

Embedded derivatives primarily 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.

The Reinsurance Transaction also contains an embedded derivative related to the withheld assets supporting the Closed
Block annuity contracts. The embedded derivative is measured as the change in the market-over-book value of the assets
supporting the Closed Block.

Because the fair value measurement of these 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 and
nine months ended September 30, 2018:

Unrealized Gains (Losses)

Included in:
Purchases Sales Transfers In Other Realized Balance as of
TR T301  lssuss(1)  Setfoments(l)  ofLowel3®)  Other3)  Income(d)  _income(d . (Losseod) - 2ots
Financial Assets:
Fixed maturities, available-for-sale:
Corporate securities ..............c.c.cococeeeeunn. $ 3230 $ — 3 —  $ (227) $ (1.5 $ — 3 (21) $ —  $ 296.7
Commercial mortgage-backed securities ... 26.9 — — (26.9) — — — — —
Collateralized loan obligations ................... 49.3 52.7 — (49.3) — — — — 52.7
Other debt obligations ............ccccvevrenennne 39.8 — — — 0.2 — (0.6) — 39.4
Total fixed maturities, available-for-sale ........ 439.0 52.7 — (98.9) (1.3) — (2.7) — 388.8
Marketable equity securities 6.2 — — — — — — — 6.2
Derivatives:
INdex optioNs .......cccciviiiiiiiiciee 23.6 9.3 — — 4.1) (4.6) — (1.9) 223
Embedded derivative — Closed Block ............ — — — — — 63.0 — — 63.0
Total Level 3 assets ........ccoovrvrrirniniicce $ 4688 $ 62.0 $ — $ (989) $ (54) $ 584 § 2.7) $ (19) $ 480.3
Financial Liabilities: -
Embedded derivatives — FIA ..............ccceueee $ 8578 $ 466 $ (4.0) $ — — §$ 1054 § — $ —  $ 1,005.8
Unrealized Gains (Losses)
Included in:
Balance as of  Purchases Sales Transfers In Other Realized Balance as of
Ja"z't’)ag K Iss?:;s“) Settlearrr:gnts(h of ‘ﬂé"v'e‘ﬁ'(’éﬁ Other(3) Incg‘;teu) CO{:E;?: ?55)”e (Loigienss)u) Se"‘%’é‘%’ 3 %,
Financial Assets:
Fixed maturities, available-for-sale:
Corporate securities ...........ccccocvevvrvrerennns $ 2008 $ 318 $ —  $ 814 $ (36) $ —  $ (13.7) $ — % 296.7
Commercial mortgage-backed securities ... 0.1 — — — (0.1) — — — —
Collateralized loan obligations ................... - 52.7 - - — — —_ —_ 52.7
Other debt obligations . 41.5 — — — 0.6 — (2.7) — 39.4
Total fixed maturities, available-for-sale ........ 242.4 84.5 - 81.4 (3.1) — (16.4) —_ 388.8
Marketable equity securities.............cccocvevenn 6.2 — — — — — — — 6.2
Derivatives:
Index optionSs .........ccoeveveeeviieieee e 39.5 29.9 — — (26.3) (46.4) — 25.6 223
Embedded derivative — Closed Block............ - - - - — 63.0 —_ —_ 63.0
Total Level 3 assets ..o $ 2881 $ 1144 § — $ 814 $ (294) $ 166 $ (16.4) $ 256 § 480.3
Financial Liabilities: -
Embedded derivatives — FIA .............cccceoee. $ 7975 $ 1278 $ (10.3) $ —  $ — $ 908 $ —  $ —  $ 1,005.8

(1) Issues and settlements are related to the Company's embedded derivative liabilities.
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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 $0.0 and $81.4 for the three and nine months ended September 30, 2018, respectively. Gross transfers out of Level 3
were $98.9 and $0.0 for the three and nine months ended September 30, 2018, respectively.

Other includes transactions such as pay downs, calls, amortization, and redemptions.
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. Realized (gains) losses related to the modified coinsurance embedded derivative are passed on to the reinsurer.

comprehensive income (loss).

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

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 and

nine months ended September 30, 2017:

Unrealized Gains (Losses)

Included in:
Purchases Sales Transfers In Other Realized Balance as of
Balance as of an and and/or (Out) Net Comprehensive Gains September 30,
July 1, 2017 Issues(1) Settlements(1) of Level 3(2) Other(3) Income(4) Income (5) (Losses)(4) 2017
Financial Assets:
Fixed maturities, available-for-sale:
Corporate Securities ...............ccoovevreeenn.. $ 801 $ 448 $ — — $ (01) $ — $ 32 $ 01 $ 128.1
Commercial mortgage-backed securities ... 0.7 — — — (0.6) — — — 0.1
Other debt obligations ..............ccccocevinennne 37.8 — — — 0.1 — 2.4 — 40.3
Total fixed maturities, available-for-sale ........ 118.6 44.8 — — (0.6) — 5.6 0.1 168.5
Marketable equity securities................c.......... 6.0 — — 0.1 — — 0.2 — 6.3
Derivatives:
Index options 14.6 5.3 — — (0.6) 8.0 — (2.1) 25.2
Other ... 1.9 0.1 — — (0.4) 0.2 — — 1.8
Total derivatives 16.5 5.4 — — (1.0) 8.2 — (2.1) 27.0
Total Level 3 assets .........cooeviririrrciiice $ 1411 $§ 502 § — $ 01 $ (16) $ 82 §$ 58 $ (2.0) $ 201.8
Financial Liabilities:
Embedded derivatives — FIA ........................ $ 696.1 § 298 § 21) $ — $ 81 $ 58 $ — — 3 721.5
Unrealized Gains (Losses)
Included in:
Balance as of Purchases Sales Transfers In Other Realized Balance as of
January 1, ani and and/or (Out) Net Comprehensive ains September 30,
2017 Issues(1) Settlements(1) of Level 3(2) Other(3) Income(4) Income (5) (Losses)(4) 2017
Financial Assets:
Fixed maturities, available-for-sale:
Corporate SECUrties ...........cccevervrererienenns $ 570 $ 664 §$ — 3 — % (11 3 — 57 $ 01 $ 128.1
Commercial mortgage-backed securities ... 0.9 = = = (0.8) = = = 0.1
Other debt obligations ..............cccccccerennne 7.6 — — 28.7 0.5 — 3.5 — 40.3
Total fixed maturities, available-for-sale ........ 65.5 66.4 = 28.7 (1.4) = 9.2 0.1 168.5
Marketable equity securities..............cccveveuenn 5.9 — — 0.1 — — 0.3 — 6.3
Derivatives:
INdeX OptioNS ......ovivieieiicceecccecce 71 15.2 — — (3.4) 12.8 — (6.5) 25.2
Other ... 1.7 0.8 — — (0.7) 0.1 — (0.1) 1.8
Total derivatives ............cccceeeeeccciiiins 8.8 16.0 — — (4.1) 12.9 — (6.6) 27.0
Total Level 3 @SSets .......coovvvrvrrriniriiiens $ 802 $ 824 § — 3 288 $ (65 $ 129 § 95 §$ 6.5 $ 201.8
Financial Liabilities:
Embedded derivatives — FIA ............c.cccoeuuee $ 5324 § 1324 § ®.1) $ — $ (81 $ 709 $ — 3 — 3 721.5

(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 $0.1 and $28.8 for the three and nine months ended September 30, 2017, respectively. Gross transfers out of Level 3 were $0.0
and $0.0 for the three and nine months ended September 30, 2017, respectively.

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

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017

Unamortized balance at beginning of period .............ccccceevveeeeeunenen. $ 5327 $ 3220 $ 407.2 $ 202.8

Deferral of acquisition COStS .........cocoiriiiiiiiiiiieeeee 56.8 51.9 190.8 186.3

Adjustments for realized (gains) 10SS€S (1) ...cvvveeeiiieeeeiiiieeeeee. 25 (2.0) (3.5) (2.9)

Amortization — excluding unlocking .........cccceeceeeiiiciee e, (28.8) (7.9) (30.4) (21.0)

Amortization — impact of unlocking (1) .......ccoooeviiiieiiniiceee (2.5) 1.7 (3.4) 0.5

Adjustment for Closed BIOCK (2) ......cccoviiieieiiiiieeieeeeeee e (12.6) — (12.6) —
Unamortized balance at end of period ...........ccccocceeeiiiiie e 548.1 365.7 548.1 365.7

Accumulated effect of net unrealized (gains) losses...................... 37.0 (25.8) 37.0 (25.8)
Balance at end of Period ...........ccccceeiiiiiiiieiiece e $ 585.1 $ 3399 $ 585.1 §$ 339.9

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

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

asset.

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Unamortized balance at beginning of period ............cccccccoveevieiienenns $ 3328 $ 386.8 $ 3581 $ 413.4
Adjustments related to realized (gains) losses (1) ......cccccceevveeennn. 6.5 (8.2) 4.9 (8.4)
Amortization — excluding unlocking ............ccccoeeviiiiiiiniciieee (9.9) (10.8) (31.5) (33.1)
Amortization — impact of unlocking (1) ....coooveveeiiiieeiieeeeieen (2.2) 3.8 (4.3) (0.3)
Unamortized balance at end of period .........cccccccveeiiiiiee i 327.2 371.6 327.2 371.6
Accumulated effect of net unrealized (gains) losses .................... 67.3 (80.2) 67.3 (80.2)
Balance at end of Period ..........cccccueiiieeiiiiieiiice e $ 3945 §$ 2914 $ 3945 $ 291.4

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

10. 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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(Unaudited)
For the Nine Months Ended
Medical Stop-Loss September 30,
2018 2017

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

LeSS: reiNSUranCe rECOVETADIES .........cooiiiiieeeeeeeeeee e e e e e e ettt e e e e e e e e e e e e e e e e e eeeeresnsrannnnnnnnns 12.4 7.7
Net balance, beginning Of PEFIOA ..........oiiiiiiiii ettt aeeesaneeenee 140.7 106.9
Incurred related to insured events of:

The current year 367.4 353.9

LT =T SRR (10.4) 4.0
Lo = e 4 =T PSR 357.0 357.9
Paid related to insured events of:

TRE CUITENT YEAI ...ttt bt ekt eab e e bt e e eas e e e bt e e abe e e bt e e saneeeaneeenneeanneeenee 212.2 200.2

PrIOF YEAIS ..o s 120.6 102.8
o] t= L o 2= T PO P PR PRP PPN 332.8 303.0
Net balance, €nd Of PEIIOT ..........oiiiiiiee et ettt e e sab e s b e e rane e sareeenes 164.9 161.8

Add: reiNSUraNCe FECOVETADIES ......cciiiiiiiiiiie ettt e e e e e ettt e e e e e e e e s e aabbaaeaaaaaaeaeeaananns 7.9 10.4
L= E= = g LT Y= g o o) i oY= 4 o T OSSR $ 1728 $ 172.2

For the nine months ended September 30, 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 nine months ended September
30, 2017, the change in prior year incurred claims was primarily due to unfavorable claims experience on policies issued
in January 2016.

For the Nine Months Ended

Group Life and DI September 30,
2018 2017

Balance, beginning Of PEHOA ...t ettt e eae e sabe e e ae e e nbeeeneeeae $ 184.2 $ 149.9

Less: reinsurance recoverables 41.9 48.4
N[ @ o221 =T a Lot =Tl oT=Yo [ 1 T o o]l o= 4 T Yo 142.3 101.5
Incurred related to insured events of:

TRE CUITENT YBAI ...ttt et e e e e bt et e e e sbn e e saneesbeeeanneeaneeenee 150.9 112.9

PIiOM YBAIS ..o (2.7) 1.1
B e =L e U4 =T PSRRI 148.2 114.0
Paid related to insured events of:

LI TSI U 14 =1 a1 80 . 73.8 52.7

el o] G- | T U UU PRSP 38.6 28.7
o) = o= o 112.4 81.4
[N (= o T =T a Lot T =Y o Vo o ) oY= 4 o T NSRS 178.1 1341

Add: reinSUrancCe reCOVEIabIES ...........iiiiiiiiiie ettt e e e e e 41.5 44.2
(2 E 1= Ta oY= oo o] i oYY 4 oo PRSP SS $ 2196 $ 178.3
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(Unaudited)
For the Nine Months Ended
Other September 30,
2018 2017

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

LeSS: reiNSUranCe rECOVEIADIES ..........oooiiieeeeeeeeeeee ettt e e e e e e e e e e e e e eeeeeeresssssannnnns 4.7 6.7
Net balance, beginning Of PEFIOA ...........ii ittt et eeneeeaes 24.9 26.3
Incurred related to insured events of:

The current year 84.4 87.8

PHIOI YEAIS ... s 3.0 (0.6)
B o] =1 I T o105 (Yo 87.4 87.2
Paid related to insured events of:

TRE CUITENE YEAT ...ttt ettt ettt ekt ehb e e e ab e e ettt e bt e e sabeesaneeeneeeanbeeanbeeenee 61.5 61.7

PrIOr YEAIS ..o s 20.6 19.1
o] t= L o =T O PSP P PR PRP PP 82.1 80.8
Net balance, €nd Of PEIIOTA ..........ii it ettt st e bt e e sae e e sabeesbee e e 30.2 32.7

Add: reinSUranCe reCOVErabIES ...........cccuiiiiiiiiiiii e ae e 3.2 35.3
=221 =TT Y= g o o) o114 o o SRS $ 334 $ 68.0

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
September 30, 2018

Medical Stop-  Group Life and
DI

Year of Insured Event Loss
IBNR Reserves:
20 I S PP $ 81 $ 4.8
20 T PRSP 129.0 50.4
TOMAL ottt ettt ettt ettt ettt ettt et h et eaeeae s ene e R e s eAeeRe s eReeheeReneeReesenseReete st etenheneereenenneneenennan $ 1371 $ 55.2

11. 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 and nine months ended September 30, 2018:

Net Unrealized OTTI on Fixed i Net Gains Accumulated
Gains (Losses) on Maturities Adjustment  (Losses) on Other
Available-for- not related to forDACand  ‘Cash Fiow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income (Loss)
Balance as of July 1, 2018 $ (312.2) $ (0.3) $ 864 $ (33.0) $ (259.1)
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ........ccccvveenne (86.3) (0.1) 14.9 0.4 (71.1)
Reclassifications recorded in:
Net investment income:
Interest rate swaps ......cccoeeceeeiiiiie e — — — 1.6 1.6
Foreign currency swaps .......cccccceeevvveeeennnenn. — — — (1.9) (1.9)
Net realized (gains) 10SSeSs ........ccccocvevienieenen. 10.3 — (8.6) 0.1 1.8
Total provision (benefit) for income taxes....... (2.2) — 1.8 — (0.4)
Total reclassifications from AOCI, net of taxes .... 8.1 — (6.8) (0.2) 1.1
Other comprehensive income (loss) after
reclassifications ...........ccccoviiireiiiie s (78.2) (0.1) 8.1 0.2 (70.0)
Balance as of September 30, 2018 ..................... $ (390.4) $ (0.4) $ 945 $ (32.8) $ (329.1)
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(Unaudited)
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 (Loss)
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 (938.7) (0.1) 159.2 (7.9) (787.5)
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......ccceciieiiiiiiee —_ — — 3.3 3.3
Foreign currency swaps ...........c.ccccceeeeennen. - — — (5.0) (5.0)
Net realized (gains) l0SSE€S ......ccccvvveeeivieeennns 20.4 — (1.4) 5.3 24.3
Total provision (benefit) for income taxes....... (4.3) — 0.3 (0.8) (4.8)
Total reclassifications from AOCI, net of taxes .... 16.1 — (1.1) 2.8 17.8
Other comprehensive income (loss) after
reclassifications .............cccooeiiiiiiiiie (922.6) (0.1) 158.1 (5.1) (769.7)
Adoption of new accounting standard (3)............ (114.3) — — — (114.3)
Balance as of September 30, 2018 ..................... $ (390.4) $ (04) $ 945 $ (32.8) $ (329.1)

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $(22.9), $0.0, $3.9, $0.0, and $(19.0), respectively, for the three
months ended September 30, 2018, and net of taxes of $(249.5), $0.0, $42.3, $(2.2), and $(209.4), respectively, for the nine months ended
September 30, 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 and nine months ended September 30, 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 July 1, 2017 .......ccoeoveriniienennnn $ 4557 % (0.2) $ (66.8) $ 40 $ 392.7
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ........ccccceeeee 75.2 — (17.1) (17.5) 40.6
Reclassifications recorded in:
Net investment income:
Interest rate swaps .......cccocciieiiiiii e — — — 3.6 3.6
Foreign currency swaps — — — 3.2 3.2
Net realized (gains) losses (5.6) — 10.3 0.5 5.2
Total provision (benefit) for income taxes....... 1.9 — (3.6) (2.6) (4.3)
Total reclassifications from AOCI, net of taxes .... (3.7) — 6.7 4.7 7.7
Other comprehensive income (loss) after
reclassifications ...........cccccovieiiiiiiiiciice 71.5 — (10.4) (12.8) 48.3
Balance as of September 30, 2017 ..................... $ 5272 $ 0.2) $ (77.2) $ (8.8) $ 441.0
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Net Unrealized OTTI on Fixed Net Gains Accumulated
Gains (Losses) on Maturities Adjustment (Losses) on Other
Available-for- not related to for DAC and Cash Flow Comprehensive
sale Securities Credit Losses (2) VOBA Hedges Income
Balance as of January 1, 2017 ....................... $ 1400 $ 0.2) $ (14.0) $ 177 $ 143.5
Other comprehensive income (loss) before
reclassifications, net of taxes (1) ................. 4121 — (70.6) (30.4) 3111
Reclassifications recorded in:
Net investment income:
Interest rate swaps ............cccoceevvieeeeeinns — — — 0.4 0.4
Foreign currency SWaps ..............cooco...... — — — (1.4) (1.4)
Net realized (gains) losses.............c..c......... (38.3) — 11.4 7.0 (19.9)
Total provision (benefit) for income taxes... 13.4 — (4.0) (2.1) 7.3
Total reclassifications from AOCI, net of taxes (24.9) — 7.4 3.9 (13.6)
Other comprehensive income (loss) after
reclassifications ... 387.2 — (63.2) (26.5) 297.5
Balance as of September 30, 2017 ..................... $ 5272 $ 02) $ (77.2) $ (8.8) $ 441.0

(1) Other comprehensive income (loss) before reclassifications is net of taxes of $40.4, $0.0, $(9.2), $(9.6), and $21.6, respectively, for the three
months ended September 30, 2017, and net of taxes of $221.9, $0.0, $(38.0), $(16.4), and $167.5, respectively, for the nine months ended
September 30, 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.

12. Commitments and Contingencies

Litigation

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

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

Other

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.

In August 2018, the Company, became a member of the Federal Home Loan Bank of Des Moines (FHLB DM).
Membership allows access to the FHLB DM's funding services, which provide an alternative liquidity source, including the
ability to obtain loans and issue funding agreements that are collateralized by qualifying assets. Maximum borrowing
capacity varies based on a percentage of total assets. Eligible collateral includes eligible CMBS, RMBS, government or
agency securities and mortgage loans. As of September 30, 2018, the Company’s maximum borrowing capacity from the
FHLB DM was approximately $11 billion, subject to availability of eligible collateral and internal authorization limits. The
Company began taking advances during the fourth quarter of 2018.
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13. Segment Information

The Company offers a broad range of products and services that include retirement, employment based benefits, and life
insurance products. These operations are managed separately as three divisions. In the third quarter 2018, and as a
result of the Reinsurance Transaction, the Company revised its segments into three business segments based on product
groupings and information used by management, which are Benefits, Retirement, and Individual Life. The Company also
has a fourth reportable segment, Other, consisting primarily of unallocated corporate items and surplus investment
income. The results from operations related to the business exited through the Reinsurance Transaction are reported as
the "Closed Block" and included in the consolidated financial statements. The income (loss) related to the Closed Block is
excluded from the profitability measures used by management, as this results in more accurate trends in the Company’s
core business and more closely aligns the results with how the Company manages its segments. Prior period results have
been adjusted to reflect this change.

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

o 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

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

In the Retirement 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.

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

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2018 2017 2018 2017

Segment adjusted pre-tax income (loss):

BENETIES ....eiiieieeiie ettt neen $ 241 $ 173 $ 578 §$ 18.9

REtireMENt ..o 30.5 32.1 871 88.5

INAIVIAUAI LIfE ..ot e e (5.5) (2.1) 8.9 13.7

(=Y USRS (8.0) (15.1) (29.4) (36.5)
Total segment adjusted pre-tax iINCOME ...........coceeiiiiiiiiiiiiiieie e 411 32.2 124.4 84.6

Add (deduct) the folloWING: .....cceviveeiiiiie e

Excluded realized gains (I0SSES) .......cccceeveiriiiiiiiiieiiieieeie e (28.5) 324 (32.5) 27.5

Amortization of intangible assets ..........cccccvviiiiiicii (21.7) (20.9) (63.5) (62.7)

Closed BIOCK reSUILS ........cceoiiiiiiiiiiiiiiiece e (61.0) 1.7 (90.5) 33.4
Income (loss) from operations before income taxes ...........ccccceeveeeeiuieenennne. $ (70.1) $ 454 $ (62.1) $ 82.8

34



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

The following table presents total adjusted revenue by segment:

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2018 2017 2018 2017
Segment adjusted revenue:
Benefits $ 256.7 $ 2312 % 7700 $ 677.1
REtiremMEnt ... e 200.3 175.4 579.3 533.6
INAIVIAUAT LIE ..t 144.3 128.6 4241 379.3
OtNEr e (2.6) (6.9) (11.0) (12.0)
Total segment adjusted revenUE ..........ccoooiiiiiiiiiiiiii e 598.7 528.3 1,762.4 1,578.0
Add: Excluded realized gains (I0SS€S) ......ccvevveeiiiiieeiiiiiee e eeee e (28.5) 32.4 (32.5) 27.5
Add: Closed BIOCK FEVENUE .........ccccoiuieiiiiiiiieie et (66.7) 80.6 56.5 258.6
TOLAI REVENUE ..ot e e et e e e et e et e e e e e e e eeneeenenneaeneenennnen $ 5035 $ 6413 $ 1,786.4 $ 1,864.1

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

The following table presents total adjusted assets by segment:

As of As of

September 30, 2018 December 31, 2017
Segment assets:
BN IS .o $ 1,5205 $ 1,500.1
25,407.3 23,971.2
7,914.2 7,836.0
2,085.0 2,041.2
Total SEGMENE @SSELS ...oecieiiieeiiiie e 36,927.0 35,348.5
Add: Closed BIOCK @SSEtS (1) ...cueeruieiueiiieiiiiiiiieiieie et 12,297.1 7,517.1
B Lo =1 A NTST =Y T $ 49,2241 $ 42,865.6

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