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- Applicant Name: Symetra Life Insurance Company NAIC No. 68608
FEIN:  91-0742147

Item 7 -Holding Company Form “B” Registration Statement
The following are included as Item 7 of the Application.

Exhibit7-A 2012 Annual Form B Insurance Holding Company System Registration Statement as of December
31, 2012 filed with the Washington State Office of the Insurance Commissioner by Symetra Life
Insurance Company on behalf of itself and Symetra National Life Insurance Company

Exhibit 7-B Amendment No. 1 to 2012 Annual Form B Insurance Holding Company System Registration
Statement as of November 13, 2013 filed with the Washington State Office of the Insurance
Commissioner by Symetra Life Insurance Company on behalf of itself and Symetra National Life
Insurance Company .



Statutory Membership



Applicant Name: Symetra Life Insurance Company NAIC No. 68608
FEIN:  91-0742147

Item 8 — Statutory Memberships

As applicant is already licensed to write life insurance business in Jowa, it is a member of the Iowa Life and Health
Insurance Guaranty Association.



SEC Filings or Consclidated GAAP
Financiai Statement




Applicant Name: Symetra Life Insurance Company NAIC No. 68608
FEIN:  91-0742147

Item 9 — SEC Filings or Consolidated GAAP Financial Statement

Symetra Life Insurance Company is a direct, wholly-owned subsidiary of Symetra Financial Corporation (“Symeira
Financial®), a publicly traded holding company (NYSE: SYA). Symetra Financial filed a registration statement on
Form S-1 with the Securities and Exchange Commission (SEC) on January 15, 2010 in connection with a public
offering. The registration statement is available elecironically from the SEC at:

http://www.sec.goviArchives/edgar/data/[403385/0000950123 1000304 1/v5354 1a6sv]za.htm.

All supplements and amendments thereto, as well as each of Symetra Financial’s filings on Form 8-K, 10-K and 10-
Q are also available electronically from the SEC at:
http:/iwww.sec.gov/cgi-bin/browse edear?ClK=sya&owner=exclude& action=getcompany.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 38, 2013
) OR
o Tg?{ﬁ{g? REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
A

Commission file number: 001-33808

SYMETRA FINANCIAL CORPORATION

(Exact name of registrant as specified in its charter)

Delawzre 20-0978027
(State or other jurisdiction of (L.RS. Empioyer
incorporation or organizalion) Identifieation No.)

777 108th Avenue NE, Suite 1200

Bellevue, Washington 98004
(Address of principal executive offices, Inclitding £ip code)

(415) 256-8000
(Registrant’s telephone pumber, including ares code)

Indicate by check mark whether the Registrant: (1) hes filed all reports required to be filed by Section 13 or 15(d) of the Sccuritics Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes (1 No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every [nteractive Data File
required 1o he submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12’ months (or for such sborter
period that the registrant was required to submit and post such files). Yes B No [

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

Large accelerated filer X Accelerated fiter O
Non-accelerated filer O ‘ Smatler reporting company O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0O No

As of Octaber 30, 2013, the Registrant had 117,799,553 common voting shares outstanding, with a par value of $0.01 per share.
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Unless the context otherwise requires, references in this quarterly report on Form 10-Q to “we, ™ “our,” "us” and “the Company" are to
Symertra Financial Corporation together with its subsidiaries. References to “Symetra” refer to Symetra Financial Corporation on a stand-alore, non-
consolidated basis.

Forward-Looking Statements

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

*  estimates or projections of revenues, net income (loss), net income (loss) per share, adjusted operating income (loss), adjusted operating income (loss)
per share, market share or other financial forecasts;

+  trends in operations, financial performance and financial condition;

< financial and operating targets or plans;

«  business and growth strategy, including prospective products, services and distribution partners; and

«  stock repurchase program.

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

+  the effects of fluctuations in interest rates, including a prolonged low interest rate environment or a rapidly rising interest rate environment;

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

+  the effects of changes in monetary and fiscal policy;

«  the effects of changes in government programs to stimulate mortgage refinancing and significant corporate refinance activity;

+  the performance of our investment portfolio;

+  the continued availability of quality commercial mertgage loan investments and our continued capacity te invest in commercial mortgage loans;

*  our ability to successfully execute on our strategies;

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

¢« deviations from assumptions used in sefting prices for insurance and annuity products, or establishing cash flow testing reserves,;

+  continued viability of certain products under various economic, regulatory and other conditions;

= market pricing and competitive trends related to insurance products and services,

=  changes in amertization of deferred policy acquisitioh costs and deferred sales inducements;

»  financial strength or credit ratings changes;

+  the availability and cost of capital and financing;

«  the continued availability and cost of reinsurance coverage;

+  changes in laws or regulations, or their interpretation, including those that could increase the Company's business costs, reserve levels and required
capital levels;

+  the ability of subsidiaries to pay dividends to Symetra;

»  the effects of implementation of the Patient Protection and Affordable Care Act (“PPACA™);

= our ability to implement effective risk management policies and procedures, including hedging strategies;

+ the initiation of legal or regulatory investigations against us and the results of any legal or regulatory proceedings;

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

+  the risks that are described in Part Il, Item 1A — “Risk Facters™ in this report; and Part I, Item 1A — “Risk Factors” in our Annual Report on Form
10-K for the year ended December 31, 2012.










CONSOLIDATED STATEMENTS OF INCOME
(In millions, except per share data)
(Unaudited)

For the Three Months Ended For the Nin¢ Months Ended
September 30, September 30,

2013 - 2012 1013 012

Revenwes Ll
Premiums 3 1560 % 1541 % 4704 § 4512

o r——————— e s

Net investment income . » i 3264 3123 968.7 952.0 |

L Policy fees, contract charges, and-or.her o 48.3 4.1 _ 146.7 142 2_
¢ ___Netrealized investment goins (lossesy. s

Total oﬂler-ﬂ\an-tempomjr impairment losses on securities (6.6) (16.0) 17.0) (30.7)

i' '_ Less: portion recognized in other comprehensive income (Ioss) 0.4 27 1.6 551

Net impairment losses recognized in eamnings S (e2) om3 (59 - @52

L Othernetrealized investment gains (lossesy 6 288 260 602 |
Net realized investment gains (losses) e . 4.6) 15.5 106 350

| Tolal revenues ... _51 52906 15964 15804 |

__Benefits and ex penses

] Policyholder benefits and claims o I mss om0 3532 o 320 8 '
_ Interestcredited . - 2354 696.3 L 695.2
:.7, Other underwriting and opernu.ng cxpcnscs . 90 38.9 743 ____264.5 j

Interest expense ... B3 82 4.7 246

_Amortization of deferred policy acquisitioncosts 02 17.5 563 491

__ Total benefits and expenses e 829461514043 13542
Income from aperations befare income taxes -~ S L I - ¥ 72726727

Provision (beneht) for income taxes: L L
- Cument e a0y 45 120]
: 1 o e (3.4) 12.6 (11.3) 39.8
[{ _ Total proy '__‘on formcomc r.axcs L o 1.9 123 353 51.8 |
Net income 3 453 3 552 § 1563 § 174.4

Net income per common sbare: !

T |

~ Basic 5§ 038 § 040§ 121§ 126
Dited .78 038 $ 040 $ 121§ 126!

Wenghted-averagc number ofcommon shares oulstandmg e L o
Basic 117.802 138091 129.574 15 986 }

 Diwed _ 117.804 ”"”7:7133.094 12957 1378 990
Cash dividends declared per commonshare ' § 009§ 007 § 025 _§ 02,

See accompanying notes.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In millions) -

(Unaudited)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,

L L e e - 2013 2012 2013 2012
Netincome - $ 453 § 552 § 1563 S 1744
Other comprehensive income (loss), net of taxes and reclassification adjustments: . e )
| Changes in unrealized gains (los;-es) on available-for-sale securities (net of taxes T o "
| 0f$(26.0), $130.6, $(352.0) and $233.9) M8y 226 (7218) 4345,

Other-than-temporary impairments on fixed maturities not related to credit
~_ losses {net of taxes of $(0.1), $(0.9), 5(0.5) and 3(1.9}) ey iy an  (38)
i Impact of net unrealized investment (gains) losses on deferred policy - o 1
i acquisition costs and deferred sales inducements (net of taxes of $1.2, |
i $(135),8484a0d8(300)) 2.1 (25.1)_ 89.8 (55.7)]
_ Impactof cash flow hedpes (net of taxes of $(9.3), 30.3, $(7.0) and 30.9) (17.2) 0.6 (13.0) 1.8
Other comprehensive income (loss) e (63.6) 2163 (652.2) 37110 |

Total comprehensive income (loss) $ {(18.3) § 2715 % (4959) $ 5514
See accompanying notes. .
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS® EQUITY

(In millions}

(Unaudited)
Accumulated
. Additional Other Totol
Comumoo Paid-in Treasury Relained Comprehcnsive Stockholders”
Stock Capital Stack . Earnings locome . Equirty
BalancesasofJanwary 1,2012 ' § 12 5 1456 S — S 6318 3 __ 10213 § 31149
Net income N — — — 174.4 — 1744
| Othercomprehensive income (loss) __ ______— ______— = = 3710 3770 |
Stock-based compensatian - 3.9 — — ' - 39
Dividends declared o -__,__:_, ‘ - ,ﬁ,,,,,,,,,;,,,: B — — (29.0) — (29.0)]
Balances as of September 30, 2012 3 1.2 § 14585 § — 3 7772 § 1,4043 § 3,641.2
[Balances as of January 1, 2013 § 12 % 14593 § — 8 7984 § 1,371.2 § 3,630.1 !
__Net income N — — — 156.3 — 156.3
[ Other comprehensive income (loss) __~ T —m o — = feS2D) (652D
Stock-based compensatian — 4.6 —_ — — 4.6
Commn soskrepuebaes o ma ==
_ Dividends declared — — — (32.6) — (32.6)
EBa]ances as of September 30, 2013 $ 1.2 % 1,463.9 § 934) § 9221 § 7190 % 30128 i

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)
{Unaudited)

For the Nine Months Ended
Sepiember 30,

013 012

Cash flows from operating acfivities

Netincome

 Net realized investment (gains) losses a0 (35.0)

Accretion and amortization ot'mvesied assels, net 43.2 363 1

Accrued interest on fixed maturities o g0y (MD

y Amortization and depreciation 7 ) 218

Deferred i mcomelaxprovmon (bcnct'l) - o - - o o my ) 73797787
_ Itewserediedondeposiveomeness e 6952

. Mortality and expense charges end ﬂdmmlsm__h__m__ e k(865
oo Chagesim B .

Accrued investment income a1 @0

__ Deferred policy acquisition costs, pet o o % T Y
Future policy benefits a0 0.7

B ) _ Policy and contract claims e o ] 32 L (||';)_!

Current income taxes e o w5 (9.7

o m———

Other assets and liabilities L oS o _(JO.I);

Other, net e ) . Y 1 2.6
_ Total adjustments e 501 S7L5

Net cash provided by (nsed in) operating activities 8065 7459

i;:u;b ﬂows l‘rom lnvuting activities

Purchnsrsof e S - ) - . ’ i
L Fixed m.utunues nnd mmtelablc cqulty sccu.nues e e {3,582.1) R (2,786.%

Other invested assets and investments in limited partnerslnps 473 (712.9)
e (5863
Maturities, calls, paydowns and other repaymcnl.s N 1,417.8 1,245.4

L_ ___ Salesofl: } o e ) 7 e T ﬁ}

14153

r

__ Issuanees of mongage loans

Fixed mntunucs and markelable cqunty secuntlcs

o —— - i

Other invested assets and investments in limited pnrtnershlps .

Repayments of mortgage loans
Other, net

th cash provided by ('I.lsed m) mveshng achivities

gu'h flows from financing activities _ o ) o - T ]
Policyholder account balances:
o Depesis B ) ) 12053

e e . e . 876 (13036
Cashdmdendspaldon commonstock R o e o (326, o 7”7_(29.0)7

Communslonkrt'pun:hsscd o o 934 —

Lo OMenne 04 06,
Net cash Pm\ildedby[used in) rmmcmgactmues - 2917 | 1317
_ Net mcrease(decrease)mcash and cash equivalents e B & (3.9_)}

Cash and cash cquwa]_cn_:s Atk beginning of period 130.8 242.3

Cashandcashequlvnlenlsatendofpmod o o o B ; s 1211 § 2384 |

Supplemcntnl dls:lnsures of cash flow mformnlion

Nan-czsh transactions during the perniod: _
Fixed maturities exchangcs

- nfpotefopiyomisin iy — e e e e e e el - - e L . - o ’

See accompanying notes.
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CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millions, except per share data, unless otherwise stated)
(Unaudited)

1. Description of Business

Symeira Financial Corporation is a Delaware corperation that, through its subsidiaries, offers products and services that serve the retirement, employee
benefits and life insurance markets. These products and services are marketed through financial institutions, benefits consultants, and independent agents
and advisors in all states and the District of Columbia. The Company’s principal products include fixed and variable deferred annuities, single premium
immediate annuities, medical stop-loss insurance, individual life insurance and institutional lifc insurance including bank-owned life insurance (BOLI). The
Company also services its block of structured settlement annuities. The accompanying interim condensed financial statements include, on a consolidated
basis, the accounts of Symetra Financial Corporation and its subsidiaries, which are wholly-owned and collectively referred to as “Symetra” or “the

Company.”

2. Summary of Significant Accounting Policies
Basis of Presentation and Use of Estimates

The interim condensed consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles (GAAP),
including the rules and regulations of the Securities and Exchange Commission (SEC). The preparation of financial statements in conformity with GAAP
requires the Company to make estimates and assumptions that may affect the amounts reported in the interim condensed consolidated financial statements and
accompanying notes. These interim condensed consolidated financial statcments 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 becn made to prior year financial information for it to conform to the current period presentation.

These interim condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statemems and
accompanymg noles included in the Company’s Annual Report en Form 10-K for the year ended December 31, 2012. Financial results for the three and nine
months ended September 30, 2013 are not necessarily indicative of the results that may be expected for the twelve months ended December 31, 2013.

Adopton of New Accounting Pronouncements

ASU 201 1-11, Disclosures about Offsetting Assets and Liabilities and ASU 2013-01, Scope Clarification of Disclosures about Offsetting Assets and
Liabilities
In December 2011, the FASB issued ASTJ 2011-11, Balance Sheet (Topic 210) — Disclosures about Offsetting Assets and Liabilities. This ASU
requires the Company to disclose information about financial assets and liabilities that are offset or have the potential to be offset, along with the related

contractual arrangements, to enable users to understand the effect of such arrangements on its balance sheets. The ASU requires the Company to disclose
information on both a gross and net basis about instruments and transactions within the scope of this standard.

In January 2013, the FASB issued ASU 2013-01, Balance Sheet (Topic 210) — Scope Clarification of Disclosures about Offsetting Assets and
Liabifities. This ASU limits the scope requirements of ASU 2011-11 to derivatives, repurchase agreements, reverse repurchase agreements, and securities
borrowing and lending transactions. The Company prospectively adopted ASU 2011-11 and 2013-01 on January 1, 2013 and included the disclosures in
MNote 4. .

ASU 2013-02, Reparting of Amounts Reclassified Out of Accumulated Other Comprehensive Income

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220} — Reporting of Amounts Reclassified Out of Accumnlated
Other Comprehensive Income. This ASU supcrsedes the presentation requirements in ASU 2011-05, Presentation of Comprehensive Income, and ASU
2011-12, Deferral of the Effective Date for Amendmenis to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive
Income in Accounting Standards Update No. 2011-035. This ASU requires the Company to present, either on the face of the financial statements or in the
notes ta the consolidated financial statements, the effect of significant reclassifications out of aceumulated other comprehensive income {AOCI) by the
respective line itém on the statements of income. This ASU does not change the requirement to present other comprehensive income by component in the
consolidated financial statements. The Company prospectively adopted this standard on January 1, 2013 and included the disclosures in Note 8.




CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millions, except per share data, unless otherwise stated)
(Unaudited)

3. Earnings Per Share

Basic earnings per share represents the amount of earnings for the period available to each share of common stock outstanding during the reporting
period. Diluted eamings per share represents the amount of earnings for the pericd available to each share of common stock outstanding during the reporting

period, adjusted for the potential issuance of common stock, if dilutive.

On June 20, 2013, the Company issued 5.298 common shares to settle all of its outstanding warrants with wholly-owned subsidianies of White
Mountains Insurance Group, Ltd. and Berkshire Hathaway, [nc., both related parties. The number of shares issued in the cashless exercise was determined
based on the fair value of the warrants on the scttlement date. These warrants were exercisable for 18.976 commeon shares, and were considered participating
securities because the terms of the agreements entitled the holders to receive any dividends declared on the common stock concurrently with the holders of
outstanding shares of common stock, on a one-to-one basis. As a result, for the portion of the period the warrants were outstanding, they were included in

weighted-average common shares outstanding for basic and diluted earnings per share, using the two-class method.

The Company has issued equity instruments to employees that are considered in the computation of eamings per share, including restricted stock,
stock options and shares issued under the employee stock purchase plan. The restricted stock is considered a panticipating security because the holders are
entitled 1o receive any dividends declared on the common stock concurrently with the holders of outstanding shares of commen stock, on a ene-to-one basis.
Panticipating restricted stock is included in basic and diluted earnings per share based on the application of the two-class methed. Estimated shares to be
issued under the employee stock purchase plan are included in diluted eamings per share based on the application of the treasury stock method. Excluded
from the computation of diluted eamings per share were 2.650 stock options for the three and nine months ended September 30, 2013, and 2.650 stock

options for the three and nine months ended September 30, 2012 because they were anti-dilutive.
The following table presents information relating to the Company’s calculations of basic and diluted earnings per share:

For the Three Months Ended

For the Nine Months Ended

Scptember 30, Scptember 30,

e N o 2013 2012 2013 2012
Net income $ 453 3 552 1563 § 174.4
Denomimior: A e E
Weighted-average common shares outstanding - basic i 117.802 138.091 129.574 137986
| Add: dilutive effect of certain equity instruments 0802 0003 0mes o0
_ Weighted-average common shares outstanding - diluted 117.804 138.094 129.579 137.990
Netincome percommonshare: . ... .. j
Basic $ 038 5 040 % L s 126
o Dited . .8 0w s om0 12§ 126




CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millions, except per share data, unless otherwise stated)
{Unaudited)

4, Investments

The following tables summarize the Company's available-for-sale fixed maturities and marketable equity securities. The other-than-temporary
impairments (OTTE) in AQCI represent the amount of cumulative non-credit OTTT losses recorded in AOCI for secunities that also had a credit-related

impairment.

Costor Gross Gross
Amaortized Unreallzed Unrealized OTTl in
o Cost Gains Laosses Fair Yalue i AOCI
|As of September 30,2013 - _ e
Fixed maturihes: e
‘¥ U.S. government and agencies § 5089 ;S_ - :___i_S________(J_._S}____Q____n__ _ 5107 § ) o j
_State and political subdivisions 7418 40 ary 0 7S —
___ Corporate securities B 1618 11988 (719) 171657 (144)]
Residential mortgage-backed securities 2,671.4 1468 21.7) 2,796.5 (5.0)
[ __Commercial mortgage-backed securities 14405 1057 aedy_ _1s¥e1 ]
~ Other dett obligations . 5007 44 2.1 543.0 —
E_ _Total fixed maturities ~ 22,002.1 1,5258.3 (220.9) 23,3065 W(lg.g)J
Marketable equity securities, available-for-sale 87.1 0.7 {0.7) 87.1 —_
iLT.?'fl.__....._ e s 12,089.2 ) $ 1,526.0 _ $ (221.6) $ 23,3936 § (19.4)‘
Cost or Grosa Gross
Amortized Unrealized Unrealized OTTlin
o o o 7 Cost Gains Losses Fair Value AOCI
‘As of December 31,2012 -
Fixed maturities: 7
| _USpgovemmentandagencies 8 306 S 48 § (09 8 3115 § @I
State and political subdivisions . mI8 395 09 7765 o)
{.  Comoratcsecurities . __._ . _______ 152804 _ 19726  _ ___(S14)_ __ 172006 (184)
Residential mortgage-backed securities - 2,755.5 ] 254.1 ] (1.8) 3,007.8 {10.2)
{__ Commercial montgage-backed securities L5324 09 L7077 (13)
____Other dett oblipations e 453.8 60.9 0.8) 5139 —
| _Towlfixedmatwrittes 210734 25023 _  (56.7) 235190 o)
_ Marketable equity securities, available-for-sale © 520 — 24) 496 —
1’1_'093!___‘ e 5 21,1254 8 25023 3 (59.1) § 23,5686 § (30.1)|
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CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millious, except per share data, unless otherwise stated)
(Unaudited)

The following tables summarize gross unrealized losses and fair values of the Company’s available-for-sale investments. The tables are aggregated by
investmenl 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.

Less Thap J2 Months 12 Monchs or More
Gross Gross .
Foir Unrealized Hof Falr Unrealized flof
Value - Losses Securities Value ‘ Losses Securities
‘Asof September 30,2003
Fixed maturities: L . ]
. . US.govemmentandagencies S 817 S 068 68 — 8 — T —]
State and political subdivisions _ s (e o 3w 64 04 3
| Comorste sccurities T zhm0 (1289) 252 158.3 (45.0) 30 ]
Residential morigage-backed securities 480 5y 00909M 24 0 (Qny 20
[ Commercial montgage-backed securities 1839 @3 W4 112 (09) 10 ]
_ Other debt obligations N 69.7 ‘ (2.0} 12 24 {0.1) 4
[ Total fixcd maturifies e eL.._.38T98 (T 393 6T @16 67
’ Markctable equity secu.nues, ava.llable-for-salc ) 47.4 0.7 ) 39 _ — —
Toal B . % 40272 §  (1740) § 431 S 2067 § (476 § 67 |
Less Thao 12 Manths 12 Months or More
Gross Gross
Fuir Unrealized #of Fair Unrealized #of
[ o Value ) Losses Secorities ) VYalue Losses Securities
‘As ofDecember 3,212
leedmarunues ] L _ o
| . _US govemmentandagencies 8 2057 § (9 1§ _ — § _— "~ :7
~ State and political subdivisions . 42_;_ )] i1 35.6 (0.6)
L. Copormtesccunes _____ _ _M28 (58 6 360 (@58 ;‘6_5__,!
_ Residential mongage—backcd sccunnes ey {0.5) 15 380 (1.3) 24
. Commercial mortgage-backedsecurities 9.9 " 7 7T TeT U308 08y TIW
Other debt obligations - 389 (0.6) 4 4.0 (0.2)
._.Total fixed maturities 38 @n e __‘!2_‘_4-__1.__4“____.,_*(‘?ﬁ%wﬂ
Marketable equity securities, available-for-sale 201 (0.8) 2 29.5 (1.6)
LTotal e $ M9 § (89) $ 102 5 4536 § (50.2) § 110 |

Based on National Association of Insurance Commissioners (NAIC) ratings as of September 30, 2013 and December 31, 2012, the Company held
below-investment-grade fixed matunities with fair values of $1,218.0 and $1,279.2, respectively, and amertized costs of $1,193.8 and $1,241.3,
respectively. These holdings amounted to 5.2% and 5.4% of the Company’s investments in fixed maturities at fair value as of September 30, 2013 and
December 31, 2012, respectively.




CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in millions, except per share data, unless otherwise stated)
(Unaudited)

The following table summarizes the amortized cost and fair value of fixed maturities as of September 30, 2013, by contractual years to maturity. Actual
- maturities may differ from contractual maturities because bormowers may have the right to call or prepay obligations with or without penalties.

Amortized Fair
Cost Yalue

{  Omeyearorless . $ 6057 §$ 6180

Over one year through five years . e ‘ 43913 4,733.6
. Over five years tirough ten years e N 8,311.3 8,666.7 |

Over ten years i o 4,118.9 4,456.2
| Residential mortgage-backed securities - m::mﬁ ﬁjt—jj——w 2614 27965

Commercial mongage-backed securities T ... o2 1536
i Other as_scI_ag;e_d securities e 463.0 4994 |
Total fixed maturities ‘ 5 22,002.1 $ 23,306.5

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

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
e N o 2013 2012 2013 2012
__Fixedmaturiies 5 1834 8 2769 § __ Ba05 S 8426 |
___Markemble equity securities, available-for-sale _ ) s 06 .3 23
| _Marketable equity securities, trading I B % I 2 L 96 __39]
_Maongage loans - . L ) 48.7 ) 439 1407 126.5
| Rdieyloans 08 w7 28]
Investments in limited partnerships 4.2) (7.7) 9.7) (16.0)
T 15 18 57 57)
Total investment income ) 341 3198 9918 972.9
| Invessmentexpenses . . _ ... ... _...____ @B @8 @1y _ o)
Net investment income 5 3264 § 3123 § 968.7 5 952.0
The following Lable summarizes the Company’s net realized investment gains (losses):
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
e e . 011 2012 2013 1012
| Fixedmaurities: e i
Gross gains on sales 74 § 80 § 404
" Gross losses o0 sales e e TR g iy,
Net impairment losses recognized in camings o o (13-.3) o (l?ti) (25.2)
COther() 23 (9 35
Total fixed maturites (10.0) (28.7) 4.4
 Marketable equity securifies, tading(2) _ B RN = I Y-
Other (@1) (5.7) (3.6)
| Deferred policy acquisition costs and deferred sales inducement adjustment 06 T 06
Net realized investment gains {losses) 3 @6 % 155 § 106 § 350

)

2)
and 2012, respectively, and $17.8 and $33 2 for the nine manths ended September 30, 2013 and 2012, respectively.

This includes net gains (losses) on calls and redemplions, end changes in the fair value of the Company’s convertible scourities held as of period end toleling  §1.2 and $(0.4) for
the three months ended September 30, 2013 and 2012, respectively, and $te.8) and $(%.1) for the ninc months ended September 30, 2013 and 2012, respectively.
This includes net gains {losses) on changes in the fair vatue of trading securities held as of period end totaling  $6.6 and $25.2 for the three months ended September 30, 2013
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Other-Than-Temporary Impairmenits

The Company's review of investment secunties for OTTI includes both quantitative and qualitative criteria. Quantitative criteria include the length of

time and amount that each security is in an unrealized loss position (i.e., is underwater) and, for fixed maturities, whether expected future cash flows indicate
that a credit loss exists.

While all securities are monitored for impairment, the Company’s experience indicates that securities for which the cost or amortized cost exceeds fair

value by less than 20% do not 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
Corpany considers, among other factors:

Extent and duration of the decline in fair value below cost or amoruzed cost;

The financial condition and near-term prospects of the issuer of the security, including any specific events that may affect its operations, eamings
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, or the reduction or elimination of dividends;

Other indications that a credit loss has occwrred; and

For fixed matarities, the Company’s intent to sell or whether it is more likely than not the Company will be required to sell the fixed maturity prior to
recovery ol its amortized cost, considering any regulatory developments, prepayment or call notifications and the Company’s liquidity needs.

For fixed maturities, the Company concludes that an OTTI has occwred if a security is underwater and there is an intent to sell the security or if the

present value of expected cash flows is less than the amortized cost of the security (i.e., a credit loss exists). In order to determine the amount of the 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 or current effective yield for mortgage-backed and other struetured securities.

Determination of Credit-Related OTTI on Corporate Securities

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

Expected cash flows of the issuer;

Fundamentats 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 bankruplicy;
Expectations regarding defaults and recovery rates;

Changes to the rating of the security by a rating agency; 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, including potential vanability of prepayments;
Creditworthiness; .

Delinquency ratios and loan-to-value ratios on the underlying collateral;

Average cumulative collateral values, vintage year and level of subordination; and
Susceptibility to prepayment and anti-selection due to changes in the interest rate envirenment.
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Derivative Financial Instruments
Derivative Exposure

The following table sets forth the fair value of the Company's derivative instuments. Derivative contracts in an asset position are included in other
invested assets, denivalive contracts in a liability position are included in other hiabilities, and embedded dedvative lisbilities are included in funds held under
depasit contracts on the consolidated balance sheets. The Company does not offset recognized collateral amounts pledged or received against the fair valve
amounts recognized for denivative contracts.

As of September 30, 2012 As of Drecember 31, 2012
Notional Noticnal
i, Amoant Assets Linbilities Amount - ALsels Liabilities
Qualifying derivatives . . e
__Cashflowhedges:
... Interestrateswaps _  _  _ _§ 971 8 57 8  — 8 9711 8§ 98 8  —|
__ Foreign currency swaps o 362.4 — 204 128 — 43
| Total qualifying derivatives _ 8 4595 S 57 § 204 §5 2099 S 9.3 § 43 |

Non-qualifying derivatives =

_Equityindexoptions " S 8157 § 253 8§ 13 5 2137 §
Foreign currency forwards 2.7 — — 125.2
| Embeddedderivatives _ _  — " T e T
___ Otherderivatives 148 0.7 = 134
| Tolal non-qualifying derivatives 8332 260 60.4 3523
Total derivatives . $ 1,191.7 5 31.7 $ 80.8 3 562.2 5

Collateral Arrangements and Offsetting of Financial Instruments

The Company’s denivative contracts are typically governed by an International Swaps and Derivatives Association (“ISDA™} Master Agreement, except
for foreign currency forwards which de not require an 1SDA. For each ISDA, the Company and the counterparty have alsa entered into a credit support annex
{“CSA") 1o 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 3 master netung agreement.

The Company recognizes cash collateral received in cash and cash equivalents and the obligation to return cash collateral in other liabilities on the
consolidated balance sheets. Non-cash collateral received is not recognized on 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 1o 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, 2013
Gross Amount Not Offset in the Balanee Sheets
Amount
Presented in the Financial Cash Collateral
o Balance Sheets Instruments {Reccived) Posted Net Amount
Counterparty: . e Ce e — y
A e .
A S 458 =3 @9 § 2]
B ] } o ws =y
L€ . B8 = B8
Qther e 8.0 — (3.8)
(Total derivativemsses . % 37 8 — 3 (166 S
Grass Amount Not OfTset in the Balance Sheets
Amount
Presented in the Financiat Cash Coltateral
i Balance Sheets Instruments Received (Posted) ; Net Amount
Counterparty: - .
Libilites:
B e B2
Total derivative labilities (1) . $ 21.7 %
{1} Excludes 559.1 of ecmbedded derivatives which have no counterparty,
As of December 31, 2012
Gross Amount Not Offset in the Balance Shects
Amount
Presented in the Cash Collaterat
Balance Sheets Financizl Instruments (Received) Posted Net Amount
promr e e [ e = . . ~
Counterparty: = - U S e e
Assets ) o L ) .
LA S U (56§
B e e
{. .. Other B (5.3)

Total derivative assets

(12.5) §
The following table presents the amount of gain (Joss) recognized in OCl on derivatives that qualify as cash flow hedges:
For the Three Months Ended For the Nin¢ Mooths Ended
September 30, September 30,

e o 2013 012 2013 012
. Interestrateswaps _ L5 818 1as . @2ns 42|
. Foreignoumency swaps .. .. @17.2) — 15.7) -
Tow .5 (26.5) $ 14 3 (18.0) 3 4.2 |
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See Note 8 for amounts reclassified out of AQCI into net income for the three and nine months ended September 30, 2013 and 2012, The Company
expects 1o reclassify net gains of $2.1 from AOCI into net income in the next 12 months, which includes both discontinued hedges and periodic settlements of
active hedges. Actual amounts may vary from this estimate as a result of market conditions.

As of September 30, 2013, the maximum term over which the Company is hedging its exposure to the variability in future cash flows is approximately
cleven years. The Company recorded no ineffectiveness for cash flow hedging relationships for the three and nine months ended September 30, 2043 and 2012.

The following table shows the effect of non-qualifying derivatives on the consolidated income sislemems, which is recorded in net realized investment
gains (losses):

For the Three Months Ended Far the Nine Months Ended
September 30, Septemher 30,
i, 1013 1012 1013
.. Equnyindexoptions % 33§ 145
Foreign curmency forwards - - S e {0.2) .
._Embeddeddemvatives (69) ©3) 09
.. Otherdenivatives . — ©.4)
Towl . U G6 3 — 3

5. Mortgage Loans

The Company originates and manages a portfolic of morigage loans which are secured by first-mortgage liens on income-producing commercial real
estate, primarily in the retail, industrial and office building sectors. Loans are underwritten wsing standards based on loan-to-velue (LTV) ratios and debt-
service coverage ratios (DSCR) as well as detailed market, property and borrower analyses. The Company’s mortgage loan portfolic is considered a single
portfolio segment and class of financing receivables, which is consistent with how the Company assesses and monitors the risk and performance of the
portiolio, A large majority of these loans have personal guarantees, and all mortgaged properties are inspected annually. The Company's mortgage loan
portfolio is generally diversified by geographic region, loan size and scheduled maturity. As of Septernber 30, 2013, 29.1% of the Company's commercial
mortgage loans were located in California, primarily in the Los Angeles area, 11.5% were located in Texas and 9.3% were located in Washington.

Allowance for Mortgage Loans

The allowanece for losses on mortgage loans provides for the risk of credit loss inherent in the lending process. The allowance includes a portfolio reserve
for probable losses tncurred bain not specifically identified and, as needed, specific reserves for impaired loans. The allowence for losses on mongage loans is
evaluated at each reporting peniod and adjustments are recorded when appropriate. Te assist in its evalvation of the allowance for loan losses, the Company
utilizes the following credit quality indicators to categonze 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.

s Medium Risk Loans — Loans that have an LTV ratio of less than 65% but a DSCR below 1.50, or loans with en LTV ratio berween 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, :

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 i Jess
than its carrying value,
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The following table sets forth the Company's morngage loans by risk category:

As of September 30, 2013 ' As of December 31, 2012
Carrying Carrylog
Value % of Total R Value % of Total

- Low;:rﬁn;ic S 5 2,083._5__7:' . 6L.7% ¥ 1,884 I_SOO%;’

) Mcau.l—n;;;fy o T -—A-——m“_- B T ] S B3I% 664 o _21.5_‘_‘@
{_ Mighernsk T T T T sier 150% 5739 135w
Credit quality indicator total 33769 . M00% 30964 1000%

[ Losos specifically evaluated for impsiment (1) " T T 7T 80 AR
Other@) S (2 ) R (..) AU
Toual S ] $ 337638 5 3,094.4 *

e e e - [ e e e - - FE S |

(1) As of September 30, 2013 and December 31, 2012, reserve amounts of $0.2 and $0.0, respectivcly, were held for loans specifically evaluated for impairment
{2) [ncludes the allowance for loan losses and deferred fees and costs.

In developing its pontfolio reserve for incurred but not specifically identified losses, the Company evaluates loans by risk category and considers its past
loan expenience, commercial real estate market conditions, and third party data for expected losses on loans with similar LTV ratios and DSCRs. Each loan's
LTV ratio and DSCR. is updated annually, primanly during the third quarter. In developing its 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 morgage loan losses, which includes portfolio and specific reserves:

For the Three Months Ended For the Nine Months Ended
Scpiember 30, Scptember 30,

W13 012 2013 2012

lallowance atbeginning of period " § %0 s 19 5

Provision for specific Ioaris — 0.2
| __Provision for loans ot specifically identified T oy T T T T
_Chargeofs o i i ) -
\Allowance atend of period s 81 3 79 8 81§

Nen-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, 2013, no loans were considered non-performing. As of December 31,2012, one loan with an outstanding principal balance of $3.7 was
considered noa-performing and included in the assessment of the provision for specific loans.

6. Fair Value of Financial Instruments

The Company determines the fair value of its financial inswruments based on the fair value hierarchy, which favors the use of observable inputs over the
use of unobservable inputs when measuring fair value. The Company has categorized its financial instrumnents into the three-tevel 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
to which a fair value measurement falls is assigned 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 I — \inadjusted quoted prices in active markets for identical instruments. This category primerily consists of exchange-traded marketable
equity securities and mutual fund investments.

+  Level 2 — Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markcts that are not active
and model-derived valuations whose inputs are observable. This category includes those 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. Financial
instruments in this category primarily include corporate fixed maturities and mongage-backed securities.
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Level 3 — Fair value estimates whose significant inputs are unobservable. This includes financial instruments for which fair value is estimated

based on industry-standard pricing methodologies and internally developed models utilizing significant inpuls not based on or corroborated by
readily available market information. In limited circumstances, this may also utilize estimates based on non-binding broker quotes. This categery

primarily consists of funds held under deposit contracts and mortgage loans.

The following tebles present the fair value of the Company’s financial instruments classified by the valuation hierarchy described above. The financial
instruments are separated between those measured at fair value on a recurring basts and those not carried at fair value, but for which disclosure of fair value is

required.
As of September 30, 2013
Cartying
L ) Amonat Fair Value Level 1 Level 2 Level 3
M;;;ﬂajéig-iflue on a recurring basis: L ) L . _ . . R I '
Financial assets: e ) L
11_ . leedmamnhes avaﬂable-fﬁr sale . _7‘” L_W‘ e L ~ j
U.S. government and agencies s 510 7 3 510.7 % — 5 5107 § —
, ___ Sate and poE}irfl_sﬁubdi\dsij_gg_ﬁ e : _:Jf: _‘: 17__ 4_7 B 754 5 T 7‘54l5“. T T 754. 5_—— -_—i_?]
Carporate securities o B 11687 0 17,1657 — 17,067, 6 98.1
r _ _Resu!entla] mongage-backed sccunhés B ;_____ i . B o ___3,7_9_6_._5___ i 1 _; _; B 2 7963 i 7_11_;—&_:5_]
_ Commercial merigage-backed sccurities e ]gs}f-! 1531 00— 1,504.8 13
_Orher debt obligations B ___‘_: e 543.0 543.0 —_ o 72_7_]
Tola] fixed marurities, avmlable-for-sale 23,3065 23,306.5 —_ 23,104.2 2003
[ Mukeuble equity securties, svailsblecforssle 81 s e s =]
Marketable equity securities, trading 509.4 509.4 509.1 — 03
T,__:“l_m_'esunenu in limited pgrﬁn_arilypf._ppiatg,m_i_q_ﬁg;z;ii,,_,k o _,___ 35-9,:_ 35 — e 359]
Other invested assets o L 374 374 2.5 6.5 28.4
Ir;Tota!mvm:mean carried at [air va]ue o o 163 239763 0 5416 23,1678 _____2§6.9‘
Separate account assets o . 922.0 922.0 $22.0 — —
h??i?:‘??“}'_f?jr',_‘,’a_],‘?f._ e o ' § 24,8983 S 14,8983 § 1,463.6 § 23,167.8 § 2669 |
Financial liabilities: e
[ Embeddedderivatives 591 59.1 T T T T sen
Total liabilities at fair value $ 591 § 591 $ — § — 5 5%.1
Carrying
o e Amount Fair Value Level 1 Level 2 Level 3
1s..ﬂ;jeq:t to fair value disclosure requirements: e _ _ _ L 1'
Financial assets:
| Momgageloans 7 T T Th3168 s 3,553
Investments in limited parmershlps tax credit investments 2172 199.9
| Cosh and cash equivalents T a1
Fmgncm! liabilities:
\ .Fﬁﬁ;;i;-h.el-d.u;&é;;ieposﬁco-ntraus(l) o B 7‘ -7~‘_ ) : “ ) o )
Dieferred annuities s 11,5337 § 11,508.2
U tncomesonaites T easme nes02
Notcs payable T
T Capial e s NG T T ey T T g T T I
Senior notes 299.6 322.0 - — T 3ne
(1) The carrying value of this balance excludes $6,041.1 of Jiabilities related to insurance contracts and embedded derivatives.
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As of December 31, 2012
Carrying .
Amount Fair Value Level 1 Level 2 Level 3
Measured at fair value on 3 recurring basis: e e e I
Financial assets: o s e
] Fixed maturities, available-for-sale: Y__”jiﬂii : - 7 :7: - ; o . [ ‘._.____,J
U.S. govemment and agencies 3 ins g 3115 § — 3 3tLs 8 _
i Sute and political subdivisions _ 7765 776.5 — mes ]
) ' Corporate securities 17,2006 17,201.6 — 11187 389
{— __Residential rnonggge—bacltned securities o 3,007.8 3,007.8 — 30078 B __:W\
Commercial mongage-backed securities ~ ~ _  Lw77 _  ig077 o —  1,6889 188
[ Otherdebt obligations - 5139 5139 — 4409 7.0
_ Total fixed maturities, available-for-sale e i _2_3._5190’ 2351840 = ?.3&83i7 ﬁi,ﬂ
. . Murketable equity securities, availableforsale 496 49.6 0.5 4.1 5.0
Marketable equity securities, wading 5527 552.7 ss2s L — 02
L_ Investments in limited partnerships, private equity funds 286 w6 = J:i_;; 7;7 ﬁ
. Other invested assets _ . 246 24.6 38 ) 13.0 7.8
| Toulinvestmeniscamicdat fagvale T 241745 34,1745 556.8 23,4454 R
_ Separtteaccountasses L ) 807.7 8077 B07.7 — -
L'!'om.l assels at fair value o . 3 24,9822 ) 5 24,982.2 ;$ 13645 § 234454 § 1723 !
Financial liakilities:
[ Cabedied deqwarvs T B I — I
Total lisbilities at fair value 3 141§ 141 § - % — 5 14.1
Carrying
B Amount Fair Value B Level 1 Level 2 Level 3
!S_tuecl to fair value disclosure requirements: L _ : S L o
Financial assets: 7 B - T T
[ Mongage loans o3 30944 3 33705 S — 8 — % 33705
___ lnvestments in limited partnerships, tax credit investments 2107 2083 - 2083 —
[ . Coshond cash cquivalems o hes s 08— T
Financial liabifities: B o S S
[ s bl a1 T
__ Deferred annuities 3 105835 5 106109 § — 5 — 5 106109
[ _.__Income annuities _ ... GSBSS 3863 — " 8383
Notes payable: ) 7 o
T T T B R S T
Senior notes 299.5 3245 —_— — 3245

() The carrying value of this balance eacludes $5,899.1 of liabilities related to insurance contracts and embedded derivatives.

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, 2013 and Dccember 31, 2012,
respectively, pricing services provided prices for 96.3% and 96.2% of the Company’s fixed maturities.

The Company analyzes the prices received from the pricing services to ensure they represent a reasonable estimate of fair value, including analytical
reviews of prices between reporting pertods. The Company also performs procedures to gain
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assurance on the overal] reasonableness and consistent use of inputs, valuation methodologies and compliance with fair value accounting standards. This
includes an annual review of pricing methodologies and inputs by asset class and performing periedic due diligence procedures, including quarterly deep-dive
analyses, monthly price fluctuation analyses, and corroboration of prices by obtaining secondary pricing quotes for selected securities. Based upon its
analyses, the Company has not adjusted prices obtained from the pricing services.

The pricing services pro;'ide prices where observable inputs are available, utilizing evaluated pricing models that vary by asget class. If sufficient
objectively verifiable information about a security's valuation is not available, the pricing services will not provide a valuation for the security. In these
situations, the security’s fair value is determined using internal pricing models.

As of September 30, 2013, the Company had $670.5 or 2.9%, of its fixed maturities invested in private placement securities. The use of significant
observable inputs in determining the fair value of the Company's investments in private placement securities resulied in the classification of $652.5, or
97.3%, as Level 2 measurements as of September 30, 2013, As of December 31, 2012, the Company had $819.6, or 3.5%, of its fixed maturities invested in
private placement securitics, of which $787.3, or 96.1%, were classified 25 Level 2 measurements.

Corporate Securities

As of September 30, 2013 and December 31, 2012, the fair value of the Company’s corporate securities classified as Leve] 2 measurements was
$17,067.6 and $17,162.7, respectively. The following table presents additional information about the composition of the Level 2 corporate securities:

As of September 30, 1013 As of December 31, 2012

L Amoupt ) % of Total # of Securities Amoual % of Tolal H of Securitiés
Sigaificant seeurity seetors: ]

Industrials _ $ 3 223, 6 189% 15 $ 3,312.1 19.3% 218
 Comumersie  _agma e i ims T T ler s

Consumer discretionary 2,157.6 126 178 2,113.2 12.3 167
CCUdige T Twme T TTE T e Tisoas TR T T 1)
[Weighted-aversge coupon rate _ L SS% T ssew
Weighted-average remaining years :o cann:acmal

mamurity 9.8 10.3

The majority of corparate securities classified as Level 2 measurements are priced by independent pricing services utilizing evaluated pricing models.

- Because many corporate securitics do not trade on a daily basis, evaluated pricing models apply available information through processes such as benchmark
curves, benchmarking of Jike securities, sector groupings and matrix pricing to prepare valuations. The significant inputs for security evaluations include
benchmark yields, reporied irades, broker-dealer quotes, issuer spreads, rwo-sided markets, benchmark securities, bids, offers and other reference data,
inciuding market research publications.

As of September 30, 2013 and December 31,2012, $539.1, or 3.2%, and $675.1, or 3.9%, respectively, of Level 2 corporate securities were privately
placed. These securities were valued using a matrix pricing approach. The significant inputs to the measurement are the base credit spread, treasury yield and
expected future cash flows of the security, which are all observable inputs. The base spread is delermined based on trades of similar publicly-traded securities,
and the expected future cash flows are based on the contractual terms of the security. The valuation approach also incorporates an illiquidity spread,
determined based on premiums demanded by investors for privately placed securities. The illiquidity spread is an unobservabie input, which ranges from 01w
25 basis points and is based on the credit quality of the security, The illiquidity spread does not significantly impact the resulting valuation.

Residential Mortgage-backed Securities

As of Septemnber 30, 2013 and December 31, 2012, the fair value of the Company’s residential morigage-backed securities (RMBS) classified as Level 2
measwements was $2,796.3 and 33,007 8, respectively. These securities were primarily fixed-rate, with & weighted-average coupon rate of 4.45% and 4.67%
as of September 30, 2013 and December 31, 2012, respectively.
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Level 2 RMBS securities are priced by pricing services that utilize evaluated pricing models. Because many RMBS do nol 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 evalvations include benchmark yields, reported trades, broker-dealer
quotes, issuer spreads, two-sided markels, 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.

Agency securities comprised 88.9% and 89.4% of the Company’s Level 2 RMBS as of September 30, 2013 and December 31, 2012, respectively. The
following table presents additional information abaut the composition of the Level 2 non-agency RMBS securities:

As of September 30, 2013 As of December 31, 2012
e Fair Value % of Total Fair Value % of Total

Highest ratingageneyrating: ]

AAA 3 40.8 132% $ 236 74%
[ AAwwoughBBB _ %7 b . %4l 295 ]
BB&below 1757 68 2018 63.1
Total non-agency RMBS 7 . 309.2 100.0% 3 3195 100.0% |
Non-agency RMBS with super sentor subordlnanon ’ $ 188.5 61.0% § 202.7 63.4%

As of September 30, 2013 and December 31, 2012, the Company’s non-agency Level 2 RMBS had a weighted-average credit enhancement of 8.8% and
8.4%, respectively. As of September 30, 2013 and December 31, 2012, $114.7 and $127.7, ot 37.1% and 40.0%, respectively, of the Company’s non-agency
Level 2 RMBS had an origination or vintage year of 2004 and prior. The underlying collateral in years prior to 2005 is considered higher quality as
underwriting standards were more stringent.

Commercial Mortgage-backed Securities

As of September 30, 2013 and December 31, 2012, the fair value of the Company’s commercial mortgage-backed securities (CM.BS) classified as Level
2 measurements was $1,504.8 and $1,688.9, respectively. The weighted-average caupon rate on these securities was 4.93% and 5.03% as of September 30,
2013 and December 31, 2012, respectively.

Level 2 CMBS securities are priced by pricing services that utilize evzluated pricing models. Because many CMBS do not trade on a daily basis,
cvaluated 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 vields, reported trades, broker-dealer
quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, new issues, monthly payment information and other reference data, including
market research publications.

The Company’s Level 2 CMBS securities were primarily non-agency securities, which comprised 81.3% and 78.4% of Level 2 CMBS as of
Septernber 30, 2013 and December 31, 2012, respectively. The non-agency Level 2 CMBS had an estimated weighted-average credit enhancement of 31.0%
and 29.9% as of September 30, 2013 and December 31, 2012, respectively, and 97.2% and 96.6% were in the most senior tranche as of September 30, 2013
and December 31, 2012, respectively.

The fellowing table presents additional information about the composition of the underlying collateral of Level 2 non-agency CMBS securities:

As of September 30, 2013 As of December 31, 2012
L . B % of Tatal % of Total
Siggi_ES?gt underlying collateral locations: e e e e e e e e J
New York 219% 20.1%
. Califomia e R T S X
Texas 3 1.6 ) 7_5_
Significant underlying collateral property types: .~ T T T TTT
Office buildings - o T 332% T 319_%
[ 7 Retail shopping centers TTUTTTm e e 7309 T _——_——3—244:-




CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{All amounts in millions, except per share data, unless otherwise stated)
(Unaudited)

Marketable Equity Securities

Marketable equity securities are investments in coramon stock, including real estate investment trusts (REITs), certain nonredeemable preferred stocks
and investments in mutual funds. The securities primarily consist of investments in publicly traded companies. 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 elassified as Leve! | measurements. The fair
values of nonredeemable preferred stocks are valued by pricing services utilizing evahiated pricing models and are classified as Level 2 measurements. These
valuations are created based on benchmark curves using indusiry standard inputs and exchange prices of underlying securities and common stock of the
same issuer,

Investments in Limited Partnerships

Investments in limited partmerships recorded at fair value are investments in private equity funds. The Company utilizes the fair value option for these
investments, regardless of ownership percentage, to standardize the related accounting and reporting. The fair value is approximated based upon the
Company's proportionate interest in the underlying partnership or fund’s net asset values (NAY). The Company is generally unable to liquidate these
investments during the term of the parmership or fund, which range from fivc to fifteen ycars. As such, the Company classifies these securities as Level 3
measurements.

Separate Accounts

Separate account assets are primarily invested in mutual funds with published NAVs, which are classificd as Level 1 measurcments.

Embedded Derivatives

Embedded derivatives relate to the Company’s fixed indexed annuity (F1A) product, which credits interest to the pelicyholder's account balance based on
increases in equity or commodity indices. 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 risk. Because the estimates utilize significant unobservable inputs,
the Company classifies the embedded denvative as a Level 3 measurement.

Other Financial Instruments Subject to Fair Value Disclosure Requirements

Cash and c¢ash equivalents consist of demand bank deposits and short-term highly liquid investments with oniginal maturities of three months or less at
the time of purchase, Cash equivalents are reported at cost, which approximates fair value, and were $94.6 and $121.9 as of September 30, 2013 and
December 31, 2012, respectively.

The fair value of the Company’s mortgage loans are measured by discounting the projected future cash flows using the current rate at which the loans
would be made to borrowers with similar credit ratings and for the same maturities.

The fair value of the Company’s investments in limited partnerships associated with lax credit investments are estimaled based on the discounted cash
flows over the remaining life of the Lax credits, using the original internal rate of return for each investment.

The fair values of funds held under deposit contracts related to investment-type contracts are estimated based on the present value of the discounted cash
flows. Cash flows were projected using best estimates for lapses, mortality and expenses, and diseounted at a risk-free rate plus 2 nonperformance risk
spread.

The fair values of the Company’s notes payable are based on nonbinding quotes provided by third-parties. The fair value measurement assumes that
liabiliies were transferred to a market participant of equal credit standing and without consideration {or any optional redemption features.
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(All amounts in millions, except per share data, unless otherwise stated)
(Unaudited)

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, 2013

Unrrallzed ot (Las) Encleded Lo

Transrns
Purchases Saiey In and/ar Other Realtzed
Butance as of angd and (OQu1}of Nn Ceatyerebruchn Cainy Balance ax of
o e July 1, 2013 Iayues (1) sentrments(]} Level XT) Other{2) Incame(d) Tacoms (Lans) ___ (uoa)t)  Scptcmber 30,2013
Flosocinl Assets: e e e e e e e e e e e e e e e e e s e e e e !
Fixed itics, ovpilable-for-sale: L __ o _ e _ I
L7 __Corpormeesecuniti! % ¥NS_ 8 ede__ 5 __ - $_ ____ a__ S QA _ - 5 Qs - _s_“______'l.l_]
Residential 15e-backed ides %60 - = s an — ol ™
. 2
.. Co ind ~backed . 1 ) 4y — I ay = o4 - I %
Cnher dett abligntions 734 - —_ — (5] — 1. - TLT
1 Tol fixed maturitiey, pveitadte-fargale .8 3.7 — @M oy - an - WL |
lable-for-sal —_ —_ 63 — —_ — —
o oqury. ble-foraale 52 S e & - T T ST e T
i__Merbouble equity securities, muing W™ T e - T s N e e e SR
L in limited shi .7 12 . = e an LE) — wn 348
- e - o — =T
| Oterimvestedmmes _ _ . __ e _ X - . - e _ a - 0y e
Tolal Level 3 assets _ 1] 19L% 5 101.7 5 — L [ 1 y 3 [X] 5 a0 3 [ I | 2685
Financial Ligtilltes: . . — 4
_ Embedded desivarives M) 132 . - an 72 — — 59.1
h'.,m Leve) 3 lisbilitin I | M 3 18.2 3 [CH T | -3 LS 71 3 — 3 — 3 £9.) |
Unreallzet Calos {Latirt) Included la:
Transfers
Balance na af Purchuses Sea lo sadlor Other Realized
Junoary 1, i wd . {Outyel Net Comgrebnstve Galnu Bataace a3 of
201y tuoesfly  wmbtmentil) | Ledd  Oter(S)  ticomeid) Tarerss {Lacs) {Lamaayid) September 30, 2013
; -
Finindal Asiets: - U . _
; Fixed maturitics, avuilsble-for-sale: P e o ean el L
(_ Copomesecudties 8 my s e 5 — 5 & 8 (BSH_s 0 — s _pa_3___(h. s 9
Residendial 2pe-backed securities e2 @y = L . o (-5}

e

| __Commerrial mortquge-backed securities _

Orher debt oblign:

;
L _Total fixed mau

ble equity securiies, available-for-sale

\
| Marketable equity securities, uading

__Invesmems m limited parcerships
i
{ Oheriovestedesaeny

Totl Lovel3 easets

i

Embedded derivatives ) 41 357 oy — — 2 — - 59.1

Toud Level 3 libili U L S | 35713 @y $ — — w3 - 3 — 3 55

(1) Issues and sentlements are related 1o the Company’s embedded derivative liabilities.

(2) Transfers into and/ar oul of Level 3 are reponed ai the value as of the beginning of the period in which the transfer occurs. Gross transfers into Level 3 were  $6.4 and $6.9 for
the three and nine months ended September 30, 2013, respectively. Gross transfers out of Level 3 were 534.4 and 555 for the threc and nine months ended September 30, 2013,
respectively.

(3) (nher is cornprised of transactions such as pay downs, calls, amertization and redemptions.

(4) Realized and unrealized gains and losses for investments in limited partnerships are included in net investment income. All other realized and unrealized gains and lesses
recognized in net income are included in net realized investment gains {losses).
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7. Deferred Policy Acquisition Costs (DAC) and Deferred Sales Inducements (DSD)
The following table provides a reconciliation of the beginning and ending balance for DAC:

For the Three Months Ended For {he Nine Months Ended
September 30, September 30,
o 2013 012 2013 2012

Unamortized balance at begining of period 3 31305 3762 $ 3679 5 3684

Deferral of acquisition costs 36.4 10.8 77.4 498
. Adjustments rclated to investment (gains)losses 08 a4 11 o4
Amortization — DAC oWy (8 W1y (465)
Amortization — Impact of assumption and experience unlocking (53) 2.6) 3.5) (2.6)}

Unamontized balance at end of period e 30 03695 0 3%0a @ 3695
| Accumulated effect of net unrealized investment gains - (118.9) (223.4) (1184)  (223.4)!

Balance at end of period $ 2717 % 146.1 § 2717 § [46.1

The following table provides a reconciliation of the beginning and ending balance for DSI, which is included in receivables and other assets on the
consolidated balance sheets:

For the Three Months Ended For the Nine Months Ended
Sepiember 30, September 30,
N 2013 2012 2013 012

Unamortized balance at beginning of period 5 1551 5 1505 5 1534 S 1420

Capitalizations B ’ " 121 121 37.6 379
E ____Adjustments related to Lgvestmen_t(gatﬁsj) losses _ ___:4: 0 02 08 7___0_.2_ _.
Amortization — DSI (10.1) (9.4} (31.9) (26.7)
{__ Amortization — ln_{pé?{({l_'-g;séllaption and experience unlocking (3.4) (10) (57 {1.0)i

Unamortized balance at end of period - 154.0 1524 154.0 152.4
" Accumulated effoct of oot wmealized esmemt g T ey amay e w4

Balance atend of period 3 6.9 3 200 $ 699 3% 20.0
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8. Stockholders’ Equity

The lollowing tables summarize the components of AQCI and the adjustments to OCI for amounts reclassified from AOCI wnto net income for the  three
and nine months ended September 30, 2013:

Net unrealized OTTI on fixed Net gains

Accumulated
gatns (losses) on matuarities Adjustment (losses) on other
available-for- not related to for DAC cash Mlow comprehensive
sole securities credit losses (2} and DSI (3) hedges 7 income
Balance ag of July I, 2013 % 967 § @ (l166) $ (133.7) § 62 % ___________'@@f__]

Other comprehensive income (loss) before reclassifications, net of taxes

) ) () 28 azy (049

r
- Reelessifications recorded in:

———

Net investment income:

,r Interest rate swaps ___ e ____:—- T = — (0.6} ¥7:—(—tlji)m"
| Foelgnewremeyswsps . . .— . — _ — 05 05
Netrealized invesument (gainsplosses 122 6 @y  — 11|
~_ Total provision (benefit) for income taxes C (3 2.1y 04 — (6.1}
Toul reclassificarions from AOCL netoftaxes LI 4z .7 (©.1) 13 |
Other comprehensive income (loss) aRer reclassificatons . (52.4) 3.9 21 {17.2) (63.6)
:Balanccasof_S_cmcmbcr 30, 2013 L _ $ 8743 $ (arn s (1316) % {11.0) 3 719.0 §
Net uorealired QOTTI on fixed Net gains Accumulated
gainy (losses) sn maturities Adjustment {losses) on other
availoble-for- not related to for DAC cash Now comprehensive
I sale securities ) credit losses (2) and D51 (3) hedges income
Bolnceasoffavary 1,203 S L6WZ S (%6 S QN4 S 20 s 13712]
Other comprehensive incame {loss) before reclassifications, net of taxes
O e e g ) 909 1.6 (676.2)
Retlossifications recorded in: _ ' ' ‘ ]

Net investment income:

. Interest rate swaps

= | T/ MUY ¢ )
Fareign currency swaps — —_ —_ {0.4) 0.4)

| Nemslizediovesment (gains)losses . ®s Wz Q1) - ]
Totsl provision {(benelit) for income waxes {10.0) @1 0.6 0.7 (12.9)
;Totzl reclassifications from AQCH, netoflaxes o 185 8.0 (1.1} _ (L.4) 24.0 ‘
Other comprehensive income (loss) after reclassifications o (735.9) 6.9 89.8 {13.0) {652.2)
Balance as of September30,2013 ' § 8743 § (27 s (1316) s (1.0) § 719.0 |

Q)]

Qther comprehensive income (loss) before reclassifications is net of Laxes of $(32.5), $(0.1), $1.6, ${93) and $(40.3), respectively, for the three months ended September 30, 2083,
and net of laxes of $(406.2), K05), $49.0, $(6.3) and $(364.0), respectively, for the nine months ended Sepiember 30, 2013.

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

{3) See Note 7 for the adjt for the accumul

@)

d effect of net unrealized investmen gains sepamtety presented for DAC and DSI.
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The following (ables summarize the components of AOCI and the adjustments to OCl for amounts reclassified from AOCI into net income for the  three
and nine months ended September 30, 2012

Net unrealized OTT1 op fixed Adjustment Net poins Accumulated
pains (losses) on maturities not for DAC (losses) on other
available-for- related to and cash flow comprehensive
o - sale securities __ creditlosses (@) DS (3 hedges 7 income
Balmcessoffuyl 202§ 1A44 § @9 5 @61 S 47 5 11880
Other comprehensive income {loss) before ruclass-ﬁcanons. net ol
wes (1) e - o6 _ .48 @an Ao 2080
Rcclasmﬁcauons recordcd i i e J
Net investment income: s . S
[__ Inferestrateswaps = == {08 (0s)!
Net realized investment (gains) Insses o 9.3 %y =180
{  Touwl provision (benefit) for income taxes (3.3) (G3) 02 01 63y
Toml rec]ass]ficauons ﬁ'om AOCI nel of taxes 6.0 ) 6.0 {0.4) {0.4) ) 11.2
: sive omc(!oss) sfter reclassifications o 2366 42 (25.1y 06 2163,
Ba]ance as uf Septembcr 30,2012 ) 1,651.0 $% 207y % (2313 § 53 % 1,404.3
Net unrealized OTTI on fixed Adjustmeot Net gains Accumulated
zaios (losses) oo maturities not for DAC {totses) on ' other
available-for- related to and cash flow comprehensive
R sale securitles credit losses (2) DSI (3) hedges income
Balance ssof famuary 12012 $ 1266 S @12 576 5 35 S _ 10273
Other comprehensive income (loss) before reclassificarions, net of taxes
m s _4m ) (3.5) 7(755.3) 28 360
Reclassfications recorded in: ___ e
Nelmvesmm_elumcorne. s o )
Interes cte swaps D = {7 S (1)
Net realized investment (_gnms) lcrsses L R 5.2 ) 30.9 (0.6) — 26.2
" Total provision (benefit) for income taxes A ey 0295 T T@an
Tol.al reclasstﬁcuuons fmm AOCI net of taxes 2.n i 20.1 0.4) {1.0) i6.0
Omercompmhenswc mcome(’]oss) afler reclassifications o 4144 16.5 . (55 : 1.8 _ oy
Balance as of September 30, 2012 $ 1,651.0 % 207y 3 2313 3 53 §% 1,404.3

(1}  Other comprehensive income {loss) before reclacsifications is net of wmxes of §124.0, $(0.9), $(13.3), $0.4 and $110.2, respectively, for the three months ended September 30,
2012, and net of waxes of $224.5, §(1.9), $(29.8), $1.4 and 5194.2, respectively, for the nine months ended September 30, 2012.

(2) Reclassification adjusiments 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 consolidawed statements of comprehensive income (loss).

(3) See Note 7 for the adjustment for the accumulated effect of net unrealized investment gains separately presented for DAC and DSI.
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The following table provides a reconciliation of changes in outstanding shares of commen stock:

Common Shares

Balance as of Jenuary 1, 2012 . e § - X ¥ i
. Restricted swekissued,net e e e 0279
Employee siock purchase plan shares issued o e L o 0.142
Common steck repurchased (1) o B W:'i u 'i___ - ___7 e (0.0’?0)]
Balance as of December 31,2012 e 119.088
_ e e ]
Balance as of Jnvary 1,203 " e _ 119.088
| _ Common stock issued @) ___ . o 5300
Resmricted siock issued, et ) o I 1.}
[ﬁén}plﬁoyee slock purchase plan sharesisswed ._'_’:Q‘__J
. Common stock repurchased (1) o e (6.955)
Balance as of September 30,2003 117.800

(1) Represen's shares of common stock repurchased pursuant to the Company's stock repurchase program that began in 2013, which are held in treasury, a5 well as shares
repurchased and subsequently retired to satisfy employee income wx withholding pursuant to the Company’s Equity Plan.
(2) Includes 5298 shares of common stock issued from the senlement of warrants. See Note 3 for further discussion.

On Februry 1, 2013, the Company's board of directors authorized the repurchase, at management’s discretion, of up to 10.000 shares of the
Company's outstanding common stock. The authorization was increased to 16.000 shares on May 21, 2013. The Company has repurchased 6.952 shares
under the program as of September 30, 2013 This includes 6.090 shares purchased on May 17, 2013 from a related party in a privately negotiated transaction
for a tota] of $8..8.

9. Stock-Based Compensation

The following table summarizes the Company's restricted stock activity for the nine months ended September 30, 2013:

Weighted-
Number of Awverage Fair
e o e ; . Shares Valoe
Outstanding esof January 1,2003 .. L. .. . . .. ... .. . 069 8 1150]
Sharesgramted ... w0 1345
___Shares forfeited e L o29) 1161
Outstanding as of September30,2013 0900 s 1212]

10. 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 does not expect that any such litigation, pending or threatened, as of September 30, 2013, wili have a material adverse effect on its consolidated
financial condinon, future operating results or liquidity.

Other Commitments and Contingencies

As of September 30, 2013, the Company had no material changes to its commitments or contingencies since December 31, 2012,

11. Segment Information

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

The following tables present selected financial information by segment and reconcile segment pre-tax adjusted operating income (loss) to amounts
reported in the consolidated statements of income.
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{Unaudited)
Feor the Three Months Ended Septecaber 30, 2013
Deferred Income Individual
- Benefits ___ Annuitles Annuitles Life Other Total

bpc;;i;g:eiv;nuﬁ: — — e o e e _J

 Premiums - S 1474 S — 3 — 8 86 S — 5 1560
" Netivesmentincome 53 1450 984 126 52 3164

Policy fees, contract charges, and other o 35 58 0.2 4.1 4.7 433
f“‘_ Net realized gains {losses) — FIA . — 0.9 — — — 0.9 |

Tot.al operating revenues e 1561 1517 986 1153 5.9 5316
Bcneﬁ!sn.nd | expenses: e L . e e

Policybolder benefus and clanns s 99.2 - p_; - 1_9.1____ o 185
Interest credited . W,,;__, — 86.6 85.7 63.4 o _(Q.g_)_: 2353 |

Other underwriting and operating expenses 41.7 23.3 4.9 154 53 90.6
| Interest expense — — — — 83 8.3,

~__ Amonization of DAC e B — 17.7 0.9 1.6 — 20.2

jr'roLal benefits and expenses ) o 140.% 127.8 915 9.5 13.2 470.9

Segment pre-tax adjusted operating income {loss) N 3 152 3 239 3% 7.1 3 158 3 (3.3} § 58.7
Operating revenues o $ 1561 $ 1517 § 986 S 1153 § 99 S 5316
__Add: Ne realized investment ga.tns (losses), excludmg Fla — (9 3) 9.8 Q. 0) (2.5) (5.5)
Toml revenues o _156.1 1419 108.4 112.3 74 5261

Tnta.l benefits and expenses o ) 140.9 127.8 91.5 99.5 13.2 472.9
Income  (10ss) from operations before incame taxes o 3 152 § 141 § 169 § 128 3 58 $ 532}

For the Three Months Ended September 30, 2012
Deferred Income Individun)

_______ . B Benefits Annuities Anpuities Lite Other Total
Qpeming revenwes: o e L o e ____J
_ Premiums B h) 1449 § — 5§ — 3 9.2 5 — § 1541

Net investment income - 55 1356 1009  qI1 ©8) 3123 ]
Policy fees, contract charges, and other B 1.9 5.1 1.7 32.7 5.7 47.1
_ Nerlzed ginsosse-FLA Ty} — — — 1)
Total operating revenues e 153 141.8 102.6 113.0 49 5i4.6
Benefils and cxpenses: ; ) _i_—_g,,ﬁ o :_7__ o e ; 777“- g_ki:_.:. 7:
Policyholder beneﬁls and claims 949 — — 16.2 — 111.1
" Interest credited - — /852 8171 629 (04) 2354 |
_Other underwriting and operating cxpenses 40.7 19.5 54 [6.2 7.1 889
L Interestexpense ___7_h_ § o ;—_:T___ . ;_, = o = o :—7 o 82 - 82|
-_,_\_momzano'n of DAC ~ _ — 13.1 09 39 It T
Toulbenchtsandexpenses 1356 11718 940 992 a9 4615
Segment pre-tax adjusted operating income (Inss} 3 16.7 § 240 3% 86 3 138 3 {100) % 33.1
Operating revenues $ 1523 § 1418 § 1026 $ 113D § 49 § 5146
Add: Net realized investment gains (losses), cxcludmg FIA — 24 7.5 (3.4) 779 17474
aToml revenues o o oo 1523 1442 1101 109.6 12.8 529.0
Total benefits and expenses L R 135.6 117.8 94.0 992 149 461.5
lnccm:(loss) from operations before income taxes L $ 167 § 264 % 161 § 104 3% @21 3 67.5 !
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(Unaudited)
For the Nine Months Ended September 34, 2013
Deferred Income Individoua}
e Benefits Anpuities  Anouities Life Other Total
Oper.mng revenues: o _ [ [
Premiums $ 4440 % — $ — § 264 % — 3 470 4
C et investment income B 15.5 424.4 299.0 2ms 183 o 968 T J
Palicy fees, contract charges, and other 104 16.9 23 101.1 160 1467
[ Net realized gains (lasses) — FLA . - — 2.0 —_ — — 20 i
Tol.alopemung revenues 4698 4433 3013 339.0 343 1,587.8
Bencﬁls and expenses: e o o L |
Policyholder benefils and :lalms 299.1 04 —_ 53.7 —_ 353 2
T Interesteredited - T 503 1569 1904  (13) 6963
Other underwriting and operating expenses 1258 64.6 15.7 479 203 - 274 3
”_ 71ntcrest expense B : 7:77 77_!777 - ”5:7 = — _ — g . ::Ej'”
Amortization of DAC _ o — 48.0 2.8 5.5 — 56.3
Total bencfits and expenses S 4249 363.3 21754 975 437 14048 |
Segmem pre-lax ndjusted opemting income (Iuss) $ 450 § 800 $ 259 § 415 § (94) § 133.0
Operalmg revenues I 1 4699 5 4433 § 3§ 3390 § 343 $ 15878,
Add: Net realized investment gains (losses), excluding FIA — 1.7 234 (7.0) (0.1) 8.6
Towbrevenwes 469.9 435.6 3247 320 34.2 1,596.4 |
Towl benefitsand expenses o 424.9 363 2754 2975 4.7 1,404.3
lncornc from operations before income laxcsr S $ 450 § 72.3 % 493 3 35 3 9.5) § 1916 |
As ol'Scpicmbcr 30, 2013: - o
U Towdasses ©S 1605 S 135332 3 12787 § 64826 $ 23296 3 29,7846

33
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(Unaudited)
For the Nine Months Ended September 340, 2012
Deferved Income Individual

7 o e Benefits Annuities Annuities Life Other Tota]
Opening revenves: _ I

Premiums 3 4233 % — 3 — 5 279 %8 — 3 451.2
. Netinvestmentincome ' 162 405.2 309.5 2145 6.6 952.0 ]

Policy fees, contract charges, and other N ) o 8.4 153 49 97.0 16.6 142.2
L. _NetrlzedgainsQosses)-FlA . — L — — — 1]
Total operating revenues 4479 4216 344 3394 232 1,546.5
Beefisandewpenses: e

Policyholder benefits and claims ] _ 2718 ~ —_ —_ 49.0 —_ 320.8
T Toterest credited o — 82 2551 1934 (15) 6952,

Other underwriting and operating expenses 118.0 59.7 17.0 48.9 209 264.5
P bmerestespense = —. — — .26 246

Amortization of DAC - — 40.1 24 6.6 — 49.1
r[l‘ot.nl benefits and expenses - 3898 348.0 2745 297.9 M0 1,354.2 ¢
Segment pre-tax adjusied operating income (loss) 5 581 § 736 ) 3 399 % 415 % (208) § 1923
Operating revenues L $ 4479 S 4216 $ a4 § 3394 3 232 § 15465
.. ... Add: Net reslized investment gains (losses), excluding FIA__ — 41 79 (26) 45 339
Towlrevenues . 419 4257 1223 3368 477 1,580.4 !
Total benefits and expenses o - 389.8 MEO 2745 2979 a0 W_l_,ﬁf"
Income (loss) fom operations before incometaxes ~ §  58.1 § 777 $ 478 § 389 § 317§ 2262 ]
.P_a_s of September 30, 2012: o
[ Tewlesses 0§ 1852 5125186 5 7,669.2 § 6,622.1 § 2,5026_§ 29,497.7

12. Subsequent Events

On November 5, 2013, the Company declared a dividend of $0.09 per common share, or approximately $10.6 in total, to shareholders of record on

November 19, 2013. The dividend will be paid on or about December 6, 2013,
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion comains forward-looking statements that involve risk and uncertainties. Our actual results may differ materially from thase
discussed in or implied by any of the forward-looking statements as a result of various factors, including but not limited to those listed under
“Forward-Looking Statements.” You should read the following discussion in conjunction with ltem | — “"Condensed Financial Statements ™ included in
this Form 10-Q, and our Annual Regort for the year ended December 31, 2012, filed with the SEC on February 26, 2013 (2012 10-K"), as well as
our curreni reports on Form 8-K and other publicly available information. Our fiscal year ends on December 31 of each calendar year.

Management considers certain non-GAAP financial measures, including adjusted operating income; adjusted operating income per common
share; pre-tax adjusted operating income, adjusted book value,; adjusted book value, as converted, adjusted book value per common share; adjusted
book value per common share, as converted; average adjusted book value; and operating return on average eguity (ROAE) to be useful to investors in
evaluating our financial performance and condition. These measures have been reconciled to their most comparable GAAP financial measures. For a
definition and firther discussion of these non-GAAP measures, see ltem 7 - "Management's Discussion and Analysis of Financial Condition - Use of
non-GAAP Financial Measures" in our 2012 10-K.

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

Overview
We are a financial services company in the life insurance indusoy providing employee benefits, annuities and life insurance through 2 national network
of benefis conseltants, financial institutions and independent agents and advisers. Our operations date back to 1957 and many of our distribution
relationships have been in place for decades.
Our Operations
We manage our business through three divisions composed of four business segments:

Benefits Division

*  Benefits. We offer medical stop-loss, limited benefit medical and group life and disability income (DI) insurance products and services to
enployers, unions, and public agencies.

Retirement Division

*  Deferred Annuities. We offer fixed deferred annuities, including fixed indexed annuities (F1A), and variable deferred annuities to consumers
who want to eccumulate tax-deferred assets for retirement,

+  Income Annuities. We offer single premium immediate annuities (SPLAs) to customers seeking a reliable source of retirement income or to protect
against outliving their assets during retirement. We also service our block of structured settlement policies and offer funding services options 1o
existing structured settlement clients.

Individual Life Division

+  Individual Life. We offer individual life insurance products such as term and universal life insurance. We also offer institutional products,
including bank-owned life insurance (BOLI) and variable corporate-owned life insurance (COLI).

In edditior, we have a fifth segment, referred 1o as the Other segment, which includes our operations that are not directly related to the operating
segments, This includes small, non-insurance businesses that are managed outside our divisions, such as our broker-dealer entity, as well as investment
income on unaflocated surplus, unallocated corporate expenses, interest expense on debt, earnings related to our limited partnership interests and inter-segment
climination entri¢s.

See Note 11 to the accompanying unaudited interim condensed consolidated financial statements for the financial results of our segments.

Current Outlogk, Economic Factors and Trends

Interest rales are among the most important economic factors we consider in managing the Company and establishing future strategic direction. During
July and August of 2013, the benchmark interest rate (10-year U.S. Treaswry yield) continued an upward trajectory begun in second quarter, until reversing
course in late September. The improved interesi rate environment
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during most of the quarter, ¢oupled with expanded distribution, helped drive sales growth of our fixed deferred annuities, including fixed indexed annuities.
We expect strong sales of fixed deferred annuities to continue in the fourth quarter.

We continue to experience downward pressure on our asset yields. Yields on new asset purchases in the third quarter, though generzlly improved from
the first half of 2013, remain low relative to historical rates, and we continue to face difTiculties finding an adequate supply of investmenis that meet our
quality standards. Against this backdrop, we are investing new deposits from strong annuity sales and reinvesting cash flows from significant levels of
investment prepayments, as well as scheduled cash flows from our investment portfolio. We received prepayment-related fee income of $44.9 during the nioe
months ended September 30, 2013, compared 1o $13.9 in the same period in 2012, The majority of this activity was related to our corporate bond
prepayments, as bonds with a total amortized cost of $434.7 were called through Scptember 30, 2013, 'We expect prepayments to continue during this low
interest rate environment. To help maintain our yields, we continue to pursue originations of commereial mortgage loans that we underwrite, and we have
modestly increased our investments in foreign securities. For further discussion of our investment results and portfolio refer io - “Investments.”

The products we sell through our Benefits division are experiencing heightened competition, particularly price competition, which may constrain our
ability to grow, Market participants, including major health insurers, appear to be increasing their focus on medical stap-loss. In the group life and DI
marketplace, we are seeing less movement of existing business berween carriers. We believe this competitive environment is, at least in part, a result of
bealthcare reform as employers are focused on implementation of the provisions of the Affordable Care Act We are staying disciplined and are focused on
underwriting and pricing our products and services in alignment with our establisbed pricing targets.

We continue to focus on the strategies outlined in Iltem 1 - “Business - Our Strategies” in our 2012 10-K_ Our 2013 focus includes profilable growth of
our core businesses and executing on our strategic initialives. We believe we have adequate levels of capital to support our priorities - organic growth,
transactional growth and capital actions. Organic growth remains our top priority, and we are pleased with the increase in defcrred annuity sales during the
quarter. Capital actons include our stock repurchase program that began in February 2013; hawever, we did not repurchase common stock during third
quarter 2013 and only expect to be opportunistic buyers of our common stock in the fourth quarter.

In addition to the mafters desccibed herein, we continue to be affected by the economic factors and wends described in Item 7 - “Management’s
Discussion and Analysis of Financial Condition and Results of Operations - Qverview™ of our 2012 10-K.

The success of aur business and the successful execution of our strategies may be affected by the factors discussed in Item 1A - “Risk Factors” in our
2012 10-K and other factors as discussed berein. We continually monitor developments that affect our business.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with U.5. GAAP requires management to adopt accounting policies and make estimates and
assumptions that affect amounts reported and disclosed in the unaudited interim condensed consolidated financial statements. In applying the Company's
accounting policies, management makes subjective and complex judgments that frequently require estimates about matters that are inherently uncertain. Many
of these policies, estimates and related judgments are common in the insurance and financial services industries; others are specific to the Company’s
businesses and operstions. For all of these policies, we caution that future events marcly develop exactly as forecasted, and our best estimates may require
adjustment.

The following accounting policies are those we consider to be particularly eritical to understanding our condensed financial stateents because their
application places the most significant demands on our ability to judge the effect of inherently uncertain matters on our financial results:

+  The valuation of investments at fair value;

*  The evaluation of other-than-temporary impairments (QTTI) of investments;

*  The balance, recoverability and amortization of deferred policy acquisition costs (DAC) and deferred sales inducements (DSI); and
= The liabilities for future policy benefits and policy and contract claims,

There have been no material changes to the critical accounting estimates listed above, which are described in ltem 7 — “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Critical Accounting Policies and Estimates” and Note 2 of the notes to the audited consolidated
financial statements included in our 2012 10-K
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New Accounting Standards

For a discussion of recently adopted and not yet adopted accounting pronouncements, see Note 2 to the accompanying unaudited interim condensed
consolidated financial statements.

Sources of Revenues and Expenses

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

Each of our four business segments maintains its own portfolio of invested assets, which are managed in accordance with specific guidelines. The net
investment income and realized investment gains (losses) are reported in the segment in which they occur. We also allocate surplus net investment income to
each segment using a risk-based capital formula. The unallocated portion of net investment income is reported in the Other segment. Investment expenses,
which are recorded as a reduction of net investment income, are allocated to each segment based on its portfolio of invested assets,

For a full description of each source of revenue and expense, see Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results
of Operations — Sources of Revenues and Expenses” in our 2012 10-K.

Use of non-GAAP Financial Measures

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

For a full description of each non-GAAP measure, see Itern 7 — “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Use of non-GAAP Financial Measures” in our 2012 10-K.

As of As of

e September 30, 2013 Decerober 31, 2012

| Towlswokholders' equiy TS 30128 s 3601

Less: accumulated other compn:henswe income (AOC]) o790 1,371.2
'Adiusted book value* e 2,2938 2,258.9 |

Add: Assumed proceeds from exercise of warrants e —_— . 218.1
*Adjusted book value, as converted® e 3 22938 § 2,477.0 !
Book value per common share (1) R, 2558 §% 26.29
{ic_ijuslcd book value per common share (2)* e “‘_ _._:_ _.__ 3 1947 % 18.97 .
Adjusted book value per common share, as converted (3}* 3 3 17.94

19.47
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For the Twelve Months Ended

September 30, December 31,

i e 2013 0112
Return on stockbolders’ equity, or ROE L e 5 8% 67.l°/97i:
Net income (4) 3 1873 % 2054
‘{Average stockholders’ equity (5) 3387 33839 |
Operating retum on average equity, or ROAE* o ] 8.1% 8.5%
‘Adjusted operating income (6)* T T &= X I§k53ﬁ]
Average adjusted book value (7)* 2,271.6 2,185.7

*  Represents a non-GAAP measure.

(1) Booak value per common share is caleulated as stockholders” equity divided by the sum of common shares cutstanding and shares subject to warrants in the periods they were
oulstanding. These shares totaled 117.800 and 138.064 as of September 30, 2013 and December 31, 2012, respectively, The warrants were net-share setiled on June 20, 2013,
resulting in the issuance of 5.298 shares of commaen stock.

(2) Adjusted book value per common share is calculated as adjusted book value divided by shares outstanding 1otaling 117.800 and 119.088 as of Seplember 30, 2013 and
December 31, 2012, respectively.

{3) Adjusted book value per common share, as converted, is calculated as adjusted book value, as converted divided by the sum of common shares oulstanding and shares subject
to warrants in the periods they were outstanding. These shares toraled 117.800 and 138.064 as of September 30, 2013 and December 31, 2012, respectively. The warrants were
net-share sertled on June 20, 201, resulting in the issuance of 5,298 shares of common stock. As of September 30, 2013 this measure is equivalent to adjusted book value per
share.

(4) Net income for the most recent twelve months is used in the calculation of ROE. For the twelve months ended September 30, 2013, this cansisted of quarterly net income of
$45.3, $45.0, $66.0 and $31.0.

(5) Ending stockholder's equiry bal for the most recent five quarters are used in the calculation of ROE. As of September 30, 2013, stockholder’s equity for the most recent
five quarters was $3,012.8, $3,040.1, $3,604.2, $3,630.1 and $3,641.2. As of December 31, 2012, stockholder’s equity for the most recent five quarters was $3,630.1,
$3,641.2, $3,378.4, £3,154.7, and $3,114.9.

(6) Adjusted operaring income for the most recent twelve months is used in the calculation of operating ROAE. For the twelve months ended  Scplember 30, 2013, this consisted of
quarterly adjusted opernting income of $48.9, $51.4, $50.4 and $32.9. Adjusted operating income consists of net income, less after-1ax net realized gains (losses), plus afier
tax net realized and unrealized gains (Josses) related 10 our FLA product. For the twelve months ended September 30, 2013, the net quarterly reconciling amounts to amive at
net income were $(3.6), $(6.4), $15.6 and $(1.9). For the twelve months ended December 31, 2012, adjusted operating income was §185.3, with a net reconciling amount of
$20.1 {0 armive at pet income. '

(7 Ending adjusted book values for the most recent five quarters are used in the calculation of operating ROAE. Adjusted book value consists of stockholders” equity, less AOCIL

As of September 30, 2013, adjusted book value for the most recent five quarters was $2,293.8, $2,257.5, $2,311.1, $2,258.9 and $2,236.9 AOCI, for the most recent
five quarters was $719.0, $782.6, $1.293.1, $1.371.2 and $1.404.3. As of December 31, 2012, adjusted book value of the most recent five quarters was $2,258.9,
$2,236.9, $2.190.4, £2,154.6 and $2,087.6. AOCI, for the most recent five quarters was $1,371.2, $1,404.3, §1,188.0, $£1,000.1 and §1,027.3.
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Results of Operations

The following discussion should be read in conjunction with our unaudited interim condensed consofidated financial statements and the related
condensed notes.

Total Company

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

For the Three Menths Ended QTD For the Nine Months Ended YTD
September 30, Varianee (%a) September 30, Varinnece (%)
- _ L 2013 } 2012 2013 vs. 2012 2013 1012 ) 2013 vs. 2012
Revemses
Premiums . 1560 § 154,1 12% 3 9704 § _4_5_12 o
T Netinvestment incame T 1264 w3 as 9687 9529
Pol:cy fecs, contract charges, nnd wther 48.3 471 2.5 146.7 142.2
INT Net rﬁa];z:tiw;vc;:;x:enl gains (losses) o 4.6y _ 155 * 108 Ll
Total revenues ~ skl o 520.0 (0.5) 1,596.4 1,580.4
Benefisandespenses: . _ B o
Policyholder benefits and claims S 1185 AL 87 353.2 320.8
| mewestomdted . 283 msa —  6%3 52
‘Other undervriting and operating expenses 90.6 889 1.9 1743 2645
[ eemewpmse ' 83 82 12 w1 W
Amortization of deferred policy acquisition cosls 20.2 ns lZ.B N 56.3 49.1 14.7
| Toulbeoeisandexpenses a9 a61s . 15 14048 1562 31|
[nonme from operatons before income Laxes ) 53.2 6.5 (21.7) 1316 2262 (15.3)
<Tul.u| provision for income taxes ‘---:.,:Tj:;,,,,, _ 79 123 {358 353 51 ‘(_319)__;;
Nef income e 3 453 § 55.2 e 7__(177‘:9& 3 1563 8 174.4 “.O_f_)l/n.._

i

Net incorne per corman s share (1)

———

o . (4.00%
Dibwed 83 6
Wciglgr.cd-avcragc common sha shares guistanding: S
{ easic 7802 8091 (AT% 2954 137986 (6.)%
htated o . 117 304 ) - 138. 094 ] (14 7) 128 379 137.990 (6.1)
Dieed . . e o msm w0 6D

Non—GMP Financial Mr.nsures o

Adjusled operating incoms

I.f.dju.sled operating income per common share:

Basic - )
| Diwed
Netweome 8 43 S ss2_ (19 8 1563 § M4 o4
Less: Net reatized mveslrnent gains (lnss:s) (net of taxes
o' $(1.6), §5.4, §3.7 and $12.2) I . A N * 6.9 228 (69.7)
Add: Net realized gains {losses)— FIA {net of taxes of B T T e
. $0.3,50.3,50.7 and $0.3) 06 08  @sq 13 68 65 |
Ad_]usled operating income 3 489 3 459 6.5% s 1507 §$ 1524 (1.1)%

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

{I) Basic net income and adjusted eperating income per common share include all participating securities using the two-class method. Diluted net income and adjusted opernting
income per comman share include the dilutive impact of non-participating securities, based on the application of the treasury stock method. Shares included in these calculations
were wetghted for the portion of the period they were outstanding. Antidilutive awards were excluded from the computation of diluted eamings per share. Historically, our
outstandirg warrants were considered participating securities and included in basic and diluted weighted-average common shares outstanding, For the  three and nine months
ended September 30, 2013, these measures reflect the net-share settlement of the warrants on June 20, 2013. resulting in the issuance of 5.298 common shares.
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The following table sets forth pre-tax adjusted operating income, by segment:

For the Three Months Ended QTD For the Nine Months Ended YTD

September 30, Variance (%) September 30, Varinoce (%)

L 2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
L;:;‘_MMTF?E income (lossy: AR e e . _______Ji

___Benefs 3 152§ L 450 % 58.1 {22.5%

| Defered Aunuities IR T R 80.0 n6_ 87_]

__ Income Annuities o T . 8.6 (17.4) 259 3199 5.
| ldvidval Lite 158 B8 was_ a5 as = ]

__ Other . (B33 (10.0) - (67.0) (9.4 (20.8) ) (54.8)
Pre-tax adjusted operating income (1) 3 58.7 % 53.1 105% 3 183.0 3 192.3 f:ﬁ:f,_ﬁ(‘i&}

Add: Net realized investment gains {losses), excluding

FIA ) B (5.5} 14.4 " 8.6 338 {148

Ecome from aperations before incomestaxes 532 % 671.5 @m 3 1916 % 226.2 ___. (_ISE]

- Represcnis pereentage varances that are not meaningful gr are explained through the discussion of other variances.
{1} Represenis a non-GAAFP measure.

Three Months Ended September 30, 2013 Compared to the Three Months Ended September 30, 2012

Summary of Results

Net income decreased $9.9, as a result of pre-tax net realized investment losses in third quarter 2013, compared with gains for third quarter 2012. This
was partially offset by hagher pre-tax adjusted opetating income and a lower proviston for income taxes.

Net realized investment losses for third quarter 2013 were $4.6, compared to gains of $15.5 in third quarter 2012. The decline stemmed primarily from
lower mark-to-market gains on our equity trading portfolio. For further discussion of our investment results and portfolio refer to — “Investments.”

The effective tax rate, which was 14.8% for third quarter 2013 compared to 18.2% for the same peried in 2012, declined due to an increase in benefits
from our 1ax eredit investments. Quarterly, we adjust our provision 1o reflect our estimated antual effective lax rate. For the full year 2013, we expect our
effective tax rate to be approximately 18%.

Further discussion of adjusted operating income drivers.

Pre-tax adjusted operating income increased $5.6 from third quarter 2012. In addition to the segment drivers discussed below, results include the net
impact of prepayment-related investment income, which added $13.2 to income in third quarter 2013. This consisted of investment income totaling $18.6
{primarily bend make-whole premiums from investments in our Deferred Annuities segment), partially offset by $5.4 of related DAC and DSI amortization.
In third quarter 2012, we received $4.2 of prepayment-related income with no related amortization. Prepayment-related fees increase current period investment
income; however, reinvestment of the proceeds and other cash flows generated by our portfolios at current market rates will result in lower investment income
and overall yields in the futare. If interest rates rise, investment prepayments may decrease and opportunities to reinvest cash flows at higher rates will
Amprove. '

Additionally, we perform our annual unlocking during the third quarter, which includes a comprehensive review of actuarial assumptions used for
estimates of future gross profits underlying the amortization of deferred acquisition costs, deferred sales inducement assets and certain reserves related to life
insurance products. Among other factors, these actuarial assumptions include future investment yields, interest spreads, monality, expenses and lapses.
Changes to these future assumptions result in adjustments that increase or decrease assets and liabilities amortized based on estimated gross profits. Annual
unlocking charges totaled $2.3 in third quarter 2013, driven by changes in our foture investment yield and lapse assumptions, compared with $3.9 of
unlocking charges in third quarter 2012.

Our Benefits segment’s profitability decreased $1.5 for the three months ended September 30, 2013, compared with the same period in 2012, duc to a
less favorable loss ratio. The loss matio for third quarter 2013 was 67.3%, compared 1o 65.5% for third quarter 2012,
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Our Deferred Annuities segment’s profitability was essentially unchanged due to higher investment income from prepayment-related activity, which
offset higher non-deferrable distribution costs related to our significant increase in sales, and the impact of annual unlocking.

Our Income Annuities segment's profitability decreased $1.5 driven by lower mortality gains.

Our Individual Life segment’s profitability increased $2.0, driven hy higher prepayment-related income and a favorable impact from unlocking. This
was partially offset by higher BOLI claims.

Our Other segment’s losses decreased $6.7 primarily due to higher net investment income, corapared with net investment losses in third quarter 2012

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012
Summary of Results

Net income decreased $18.1 primarily as a result of lower pre-tax adjusted operating income and lower net realized investment gains. These were
partially offset by a2 $16.5 decrease in the provision for income taxes on lower pre-tax eamings and a lower effective 1ax rate. The effective tax rate declined to
18.4% for the nine months ended September 30, 2013 from 22.9% for the same period in 2012 due to an increase in benefits from our tax credit investments.
We expect our full-year 2013 effective tax rate to be approximately 18%.

Net realized investment gains for the nine months ended September 30, 2013 decreased $24.4 compared to the nine months ended September 30, 2012.
The decrease was driven by net losses on sales in our fixed maturity portfolio, which were $9.4 for the nine months ended September 30, 2013, compared to
net gains of $26.1 for the same period in 2012. This was partially offset by higher net equity gains and an improvement in impairments on our fixed
maturities. For further discussion of our invcstment results and portfolio refer to — “Investments.”

Further discussion of adjusted operating income drivers:

~ Pre-tax adjusted operating income declined $9.3 from the nine months ended September 30, 2012. Segment resulls discussed below include prepayment-
related investment income of $30.7, which consisted of $44.9 of net investment income related to investment prepaymenis, partially offset by $14.2 of related
DAC and DS] amortization. In the nine months ended September 30, 2012, we received $13.9 of prepayment-related income with no related amortization.

Our Benefits segment’s profitability decreased $13.1 for the nine months ended September 30, 2013, compared with the same period in 2012. This was
driven by 2 higher loss ratio on our medical stop-loss business and higher operating expenses primarily relaied to the expansion of our group life and DI
business. The loss rabe increased to 67.4% for the nine months ended September 30, 2013, compared to 64.2% for the same period in 2012.

Qur Deferred Annuities segment’s profitability increased $6.4 due to higher income from investment prepayments, which was pa.mally offset by lower
spreads on our traditional fixed deferred annuity business.

Our Income Annuities segment's profitability decreased $14.0 driven by lower montality gains and a lower interest margin.

Our Individual Life scgment’s profitability remained flat, as favorable impacts of prepayment-related income and annual unlocking in 2013 were offset
by higher claims on our BOL] bleck of business and smaller contributions from our decreasing block of term life business.

Qur Other segment’s losses decreased $11.4 primarily due to higher net investment income.

Segment Operating Results

The results of operations and selected operating metrics for our three divisions compased of five segments (Benefits, Deferred Annuities, Income
Annuities, Individual Life and Other) for the three and nine months ended September 30, 2013 and 2012 are set forth in the following sections.
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Benefits

The following table scts forth the results of operations relating to our Benefits segment:

For the Three Months Ended QTD For the Nine Months Ended YTD
September 30, Variaoce (%) September 30, Varilance (V)
J 2013 2012 21013 vs. 2012 2013 2012 2013 vs. 2012
| Opemtingreveues: e e
i o _:slk, N ]474 A7$_7_77_7 B 7]449 o 1.7 Vf, 5 i 444.0 B 3 4233 49%
{_ Netbvesmestmncome Sz 0SS _GH» 155 " 162 @43 ]
Policy fees, contract charges, and other 35 1.9 84.2 10.4 8.4 238
| Totloperating revepwes Coasel sy 25 4699 s 48]
Benefits and expenses: '
| Policyholder benefits and claims 9.2 949 45 a9 ams 100 |
Other underwriting and operating expenses 41.7 40.7 . 2.5 125.8 1 IS.O 6.6
ol bonchis sd expenses T ws s 39 s s 50 ]
Segment pre-tax adjusted operating income $ 152 % 16.7 90 § 450 3§ 58.1 (22.5¥%
The following table sets forth selected historical operating metrics relating to our Benefits segment for the three and nine months ended:
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
lowmio() B 7 - 7 - S 7 7
Expense ratio {2) i 28.1 ' 279 28.2 27.8
Combined ratio (3) - o 95.4 - 934 956 920 |
Medical stop-loss — loss ratic (4) 67.2 66.4 67.5 64.7
Towlsales(s) 5 190 5 3138 068§ 1336

(1) Loss ratio represents policyholder benefits and claims incurred divided by premiums eamned.
(2) Expense ralio is cqual o other underwriting ard operating expenses of vur insurance operations divided by premiwms curned.
(3) Combined ratio is equal 1o the sum of the loss ratio and the expense ratio.

(4) Medical stop-loss — loss matio represents medical stop-loss policyholder benefits and cluims incurred divided by medical stop-loss premiurns eamed.

(5) Total sales represents annualized first-year premiums net of first year policy lapses.

Three Months Ended September 30, 2013 Compared to the Three Months Ended September 30, 2012
Summary of Results

Benefits' pre-tax adjusied operating income decreased $1.5, driven by a higher loss ratio. The loss ratio increased to 67.3% for the three months ended
September 30, 2013, compared to 65.5% for the same period in 2012. Loss ratios can vary widely from period to period, and we expect the full-year 2013 loss
ratio will be a couple percentage points above the high end of our target range of 63%—65%. We have taken pricing action that we anticipate will reduce the loss

ratio to target levels in 2014, as we continue to manage our medical stop-loss business for profitability.

In addition to the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Premiums increased $2.5, the result of growth in our group life and D1 line of business.

Benefits and Expenses

Policyholder benefits and claims increased $4.3 driven by higher claims frequency in our medical stop-loss business and higher group life and DI

claims due to growth in the line of business.

The $1.0 increase in other underwriting and operating expenses was, as expected, driven by expenses from the expansion of our group life and D1

business.
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Sales

Sales for third quarter totaled $19.0; compared to sales of $31.3 for the same period in 2012. Medical stop-loss sales declined $12.1, reflecting a
competitive market and our focus on achieving adequate pricing on new and renewal medical stop-loss business.

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012
Summary of Results
Segment pre-tax adjusted operating income decreased $13.1, primarily the result of a higher loss ratio and increased operating expenses. The loss ratio
increased to 67.4% for the nine months ended September 30, 2013, compared to 64.2% for the same period in 2012,

In addition 10 the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Premiums increased $20.7 driven by growth of our group life and DI business and strong post-January medical stop-loss sales in 2012,

Benefits and Expenses
Policyholder benefits and claims increased $27.3 driven by growth in our medical stop loss business and higher claims frequency. Also contributing te
the increase were higher group life and DI claims due to the growth in this line of business and higher limited benefit medical claims.

The $7.8 increase in other underwriting and operating expenses was driven by expenses to support the expansion of our group life and DI business.

Sales

Sales for the nine months ended September 30, 2013 towaled $106.8, compared to sales of $133.6 for the same period in 2012, Medical stop-loss sales
declined $32.2, reflecting a competitive market. This was parially offset by an $11.4 increase in group life and DI sales as we focused on this market.

Deferred Annuities

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

For the Three Months Ended QTD For the Nine Months Ended YTD
September 30, Yariznce (%) September 30, Variance (%)
- 2013 2012 W013vs.2012 2013 2012 2013 vs. 2012
| Opemtingrevenues: e
Netinvestmenmincome =~ % 1450 8§ 3% 6S% 3 44 ¥ 4052 0 47%
| Policy fees, conwact charges, andother S8 - SE_ w7 168 153 105 |
Net ealized gaing losses) -Fla L LTL ISR ¢ 1. 20 L0 S L S
| Towloperatingrevenwes  __ _S17 1418 _ 0 a33 " ale 51 |
Beneﬁis and expenses: ) e e
[ _ Palicyholder benefis and laims 02— e 04 =
Interest credited 7 866 882 16 2503 2482 08
.. Olerunderwriogandoperating expenses 23 195 95 es 597 82 |
Amortization of deferred policy acquisition costs 17.7 13.1 31 48.0 01- 197
| Totalbenefits and expenses 1278 1178 85 3633 80 44
Segment pre-tax adjusted operating income 3 239 % 24.0 4% 3 800 3 73.6 8.7%

*  Represents perceniage veriances thet are not meaningful or are expleined trough the discussion of other variances.
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The following table sets forth selected historical operating metrics relating to our Deferred Annuities segment as of, or for the three and nine months
ended:

For the Three Moatbs Ended For the Nine Months Ended

September 30, September 30,
e o o 2013 2002 ~ 2013 2012
‘Fixed account values, excluding FLA - General account 3 10,7900 § 10,7229 B AA_J:
Fixedacoount values, FIA - General acoownt - M8 43
E\fariablc account values - Separate account ' - - ”:ﬁ)” . m/y 7343 B o T Vﬁ‘n
Interest spread (1) 205% 183 208w . 1B8%

Bosceamedyild T Y- N ¥ 7 65

R - a8
Basc credited yield 2.88 3.04 : 2.87 EX L)
Base interest spread (2) L : ) 1.72% 1.78% 1.78% 1.84%

Total sales (3) 5 7471 3 1665 3§ 1,5106 § 845.8

(1} Interest spread excludes FLA and is the difference between the net investment yicld and the credited rate 1o policyholders. The net investment yield is the approximate yield on
invested assets. The credited rale is the approximate rate credited on policyholder fixed account values. Interest credited is subject 1o contractual terms, incleding minimum
guarantees. .

(2} Base interest spread excludes FIA and is the interest spread adjusted to exclede items that can vary significantly from period to period due 10 a number of factors and,
therefore, may contribute to results that are not indicative of the underlying trends. This is primarily the impact of asset prepayments, such as bond make-whale premiums net of
related deferred sales inducement amortization, and the MBS prepayment specd adjustment.

(3) Toual sales represent deposits for new policics net of first year policy lapses and/or surrenders.

Three Months Ended September 30, 2013 Compared to the Three Months Ended September 30, 2012
Summary of Results

Segment pre-tax adjusted operating income decreased $0.1, essentially unchanged from third quarter 2012. Prepayment-related income was $7.4, net of
related amortization, in the third quarter of 2013, compared to $2.6 in the third quarter of 2012. This was offset by increased distnbution expenses driven by
significantly higher salcs, as well as the impact of annual unlocking. Annual untocking adjustments decreased pre-tax adjusted operating income by $3.5 in
the third quarter 2013 compared to $1.2 in the third quarter 2012.

In addition to the drivers discussed above, we consider the following information useful in undersianding our results.

Operating Revenues

Net investment income increased $9.4, driven by $12.6 of prepayment-related income received in the third quarter of 2013, compared to $2.6 received
in the third quarter of 2012. Investment income also benefited from an increasc in average invested assets due to higher account values, primarily related to
growth in our FIA business. This was offset by lower portfolio yields, which was the result of lower yields on recent fixed maturity purchases and commercial
montgage loan originations, and prepayments of higher yielding assets.

Benefits and Expenses

Interest credited increased $1.4 when compared to third quarter of 2012 as a result of higher interest from growth in our FIA account value and increased
DSI amortization. [ncreased DSI amortization was driven by annual unlocking and amortization due to third quarter 2013 prepayment-related investment
income. These were partially offset by lower interest credited on traditional deferred annuities, reflecting disciplined pricing on new business and management
of rencwal crediting rates on existing business in the low interest rate environment.

Unlocking related to prepayment-related investment income and annual unlocking also drove the increase in DAC amortization.
Other underwriting and operating expenses increased $3.8, primarily related to non-deferrable distribution expenses from higher sales.

Sales

Deferred Annuities' sales increased significantly, to $747.1 for the threc months ended September 30, 2013 compared to $166.5 for the same period in
2012. This was primanily the result of higher sales of our FIA product, which increased to $448.2
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in the third quarter of 2013 compared to $43.2 in the third quarter of 2012. Expanded bank distribution and more favorable interest rates drove the FIA sales
growth. More favorable interest rates also spurred higher sales of traditional fixed deferred annuities, which increased by $175.9. Sales are key 1o our efforts
to grow our business and an important component of net cash flows. Although sales do not significantly affect current period pre~tax adjusted income, they are
an important indicator of future profitability.

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012
Summary of Resuits

Segment pre-tax adjusted operating income increased $6.4, primarily driven by higher investment income from prepayment-related activity. Prepayment-
related income was $18.1, net of related amortization, for the nine months ended September 30, 2013, compared to $4.8 in the same period of 2012. This was
partially offset by lower base spreads on our traditional fixed deferred annuity business and higher non-deferrable distribution expenses related to increased
F1A sales.

In addition to the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Net investment income increased $19.2, driven by $31.9 of prepayment-related income received year-to-date in 2013, compared to $4.8 received in the
same period in 2012, and an increase in invested assets due to higher FIA account value. This was partially offset by lower portfolio yields as a result of lower
yields on fixed maturity purchases and commercial mortgage loan originations, and prepayments of higher yielding assets.

Benefits and Expenses

The $2.1 increase in interest credited was driven by higher interest from growth in our FIA account value and DSI amortization related to the unlocking
impact from higher prepayment-related investment income. These were partially offset by lower interest credited on traditional fixed annuities, reflecting
disciplined pricing on new business and management of renewal crediting rates on existing business.

Unlocking from prepayment-related investment income and the impact of annual unlocking also drove the increase in DAC amortization.

Other underwriting and operating expenses increased $4.9, primarily related to increased non-deferrable distribution éxpenses associated with higher Fla
sales and increased employee-related expenses.

Sales

Deferred Annuities' sales increased 78.6% to $1,510.6 for the nine months ended September 30, 2013 compared to $845.8 for the same period in 2012.
This was primarily the result of higher sales of our FIA product, which totaled $906.7 in 2013 compared to $176.8 in the same period in 2012. Expanded
banl distritution of our FIA product has helped to diversify our deferred annuity sales with more key partners.
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Income Annuities

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

For the Three Months Ended QID For the Nine Months Ended YTD
September 30, Variooce (%) September 30, Vartanee (%)
o o o + 2013 2012 2013 vs. 2012 2013 2012 2013 vs, 2012
i,QPE‘;@S revenues: S [ |
.. Neinvesmentincome 8§ 94 § = 1oy - (25H% 3 2950 S 309.5 Qs
L _._ Poicy fees, conract charges, and other 0.2 7 @#sy 23 I T
_ Toual cperating revenues 98.6 102.6 {3.9) 3013 314.4 4.2)
| Benefisandexpeasess o I
[nierest credited 85.7 87.7 - (2.3) 256.9 2551 0.7
... Other underwriting and opersting expenses 49 54 ON 151 w0 (8 |
Amortization of deferred policy acquisition costs 0.9 0.9 — 28 2.4 16.7
ol benchs nd expeeas T as T e T Tam T wse T mes T e
Segment pre-tax adjusted operating income 5 71 8 8.6 (174)% & 259 % 39.9 (35.1)%

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

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

e L 2013 2012 2013 ) 2012
Resewves() .8 686 s eser ]
Interest spread (2) i 061% 056% 062% 0.61%
Bucemedyield 68 804 603 &l0]

Base credited yield B L 5.49 5.52 551 5.56

Base inierest spread (3) L 0.53% 0.52% 0.52% 0.54%
Morality gains (fosses) (4) o $ 15 .2 % 66 § - 138
Tomlsles(s) o ) 95 sy T 2006 |

)
our in-force book of business.

@

i

Reserves represent the present value of futue income annuity benefits and assumed expenses, discounted by the assumed interest rate. This metric represents the amount of

Interest spread is the difference berween the net investment yield and the credited rate to policyholders, The net investment yield is the approximate yield on invested assets,

excluding equittes, in the general account artributed to the segment. The csedited rate is the approximate rate credited on policyholder reserves,

&)

Base interest spread is the interest spread adjusted to exclude items that can vary significantiy from period 1o period due 10 2 number of factors and, therefore, may contribute

to yields that are not indicative of the underlying rends. This is primarily the impact of assel prepayments, such as bond make-whole premiums and the MBS prepayment speed

adjusunent.
*
(&)}

Monality pains (losses) represent the difference between actual and cxpccle-d reserves released on aur life conlingent annuities.
Toual sales represent deposils for new palicies net of first year policy lapses and/or surrenders.

Three Months Ended September 30, 2013 Compared to the Three Months Ended September 30, 2012

Summary of Results

Segment pre-tax adjusted operating income decreased $1.5 primarily due to lower mortality gains. Martality gains were $1.1 far the three months ended
September 30, 2013, compared to gains of $2.0 for the same period in 2012,

In addition to the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Net investment income decreased $2.5, primarnily due to lower average invested assets, related to lower reserves, and lower investment yields.
Additionally, over the past year, we have modestly increased allocations Lo eguity securities in this segment, which reduces investment income. We believe that
prudent levels of investments in equity securities support asset and liability matching strategies for long-duration insurance products and provide enhanced

long-erm afier-tax total retumns.
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Policy fees, contract charges, and other decreased $1.5, as third quarter 2012 results include revenue from sales of third-party structured settlements.
The sales agreement with the third party was terminated effective January 1, 2013,

Benefits and Expenses

Interest credited decreased $2.0 driven by lower crediting rates on lower reserves and a higher impact from funding services activities, which was
partially offset by a decrease in mortality gains. Mortality pains decrease interest credited in the period incutred, and can fluctuate significantly from quarter to
quarter.

Sales

Sales decreased $310.6 largely due to the discontinuance of structured settlement sales in late 2012. Single-premium immediate annuitics sales were down
slightly, as sales continue to be challenged hy pricing competition in the low interest rate environment.

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012
Summary of Results

Segment pre-tax adjusted operating income decreased $14.0 primarily due to lower mortality gains. Mortality gains were $6.6 for the nine months ended
September 30, 2013, compared to gains of $13.8 for the same period in 2012. In addition, lower reserves resulied in & decline in our interest margin.

In additior. to the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Net investment income decreased $10.5, primarily due to lower yields and lower averape invested assets. The decline in yields was driven by lower
yields on recent fixed maturity purchases and commercial mortgage loan originations, and prepayments of higher yielding assets.

Policy fees, contract charges, and other decreased $2.6, driven by lower fee revenue from sales of third-party structured settlemenls The sales
agreement with the third party was terminated effective January 1, 2013,

Benefits and Expenses

Interest credited increased SI.S driven by lower mortality gains, which were partially offset by lower crediting rates on lower reserves.

Other underwriting and operating expenses decreased $1.3 driven by lower expenses due to the discontinuation of stuctured settlement sales.

Sales

Sales decreased $75.5 primarily due to lower structured settlement annuity sales, as we discontinued sales in December 2012,
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Individual Life

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

For the Three Months Ended QTD For the Nine Months Ended YTD
September 30, Variance (%) September ), Variance (%)
e o w1 2012 2013 vs. 2012 2013 22 2013 vs. 2012
Opcrahng revenges: _:._‘, e L o e )
Pemiums  § 86 § 9.2 (g S
} 7 Ncl_lgﬂmcome o . A,,,,j, i B ‘?l——l— T 2.1 T
Policy fees, contract charges, and other - 34..]- ) -------__-_;2—"_!—_—-"“" . .T.J__— L
r fo't;i'opmnug revepues 1183 ,__]13_.(3___;_ i_iip___
Benefits and expenses: o o
| policholder benefisandclaims_____ 1o3 162 179
; .I-n_l)c{e_st_crediled - B 634 . _“63;—__— _-_-‘--E)_.é_-m—— i
.. Otherunderwriing and operating expenses 1S4 162 . 4%
Ampnmng:lgfdefmed pohc'y acquisition costs 1.6 R 9 (5%.00
rTo-r._al benefits and expenses 99.5 99.2 ' ey
Segmen: pre-1ax adjusted operating income 5 158 § 13.8 145% §

The following table sets forth selected historical operating metrics relating to our Individual Life segment as of, or for the three and nine months ended:

For the Three Months Ended For the Nine Menths Ended
September 30, September 30,

X L o 2013 } 2012 2013 2012
Indivital inswance: L *

\Hr_ UL;:gomtthJi(Z) o
UL interest spread (3)

[_ 7 71;Fl:.7ba.sc inferest SPff_dﬁ(é,)l,“.u,. _
Sales 15 .

Insutunonal Markcls L

BOLI aceount vatue (2)

_BOL! ROA 6

BOLI base ROA (1)
| BOLIssles®)

COLI single prcmmrn sales (8)

| COLl recurring premium sales (9)

A e Y T O e T 0T

(1 Individual ¢laims represents incurred claims, net of reinsurance, on our term and universal life policies.

(2) UL account value and BOLI zccount value represent our liabilities to our policyholders.

(3) UL interest spread excludes SPL and is the difference berween the net investment yicld and the ¢redited rate to policyholders. The net investment yield is the approximate yield
an invesied assets in the genernl account attributed to UL palicies. The credited rate is the approximate rate credited on UL policyholder account values, [nterest credited is
subject 1o contracrual terms, including minimum guamantees.

(4) UL base interest spread excledes SPL and is UL imterest spread adjusted to exclude items that can vary significantly from period to period due to a number of factors and,
therefare, may eontribute to results that are not indicative of underlying trends. This is primarily the impact of asset prepayments, such as bond make-whole premiums net of
related bonus interest amortization, the MBS prepayment speed adjustment and reserve adjusiments,

(5) [ndividual sales represents annualized [irst year premiums for recurring premiom products and 0% of new single premium deposits, net of first year policy lapses and/or
surrenders.

(6) BOLIRQA is a measure ol the gross margin on our BOL! book of business. This metri¢ is caloulated as the difference between our BOLI revenue earmings rate and our BOLI
policy benefits rate. The revenue eamings reie is calculated as revenues divided by average invested assets. The policy benefits rate is celculated as toral policy benefits divided
by everage account valut. The policy benefils used in this metric do not include expenses.

{7) BOLI base ROA is BOLI ROA adjusted 1o exclude items thal can vary significanily from period to period due to & number of [actors and, therefore, may cantribute te yields
that are not indicative of the underlying wends. This is primarily the impact of ssset prepayments, such as bond make-whale premiums, the MBS prepayment speed adjustment
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(3) Represenu 10% of deposits.
(%) Represents deposits for new policies.
Three Months Ended September 30, 2013 Compared to the Three Monthks Ended September 30, 2012
Summary of Results
Segment pre-1ax adjusted operating income increased $2.0 primarily driven by higher prepayment-related investment income and a favorable impact
from annual unlocking. These were partially offset by a lower base BOLI ROA driven by an increase in BOLI claims and lower reinvestment rates.

1n addition to the drivers discussed above, we consider the following information useful in understanding our results.

Operating Revenues

Net investment income increased $1.5 driven by higher prepayment-related investment income, which totaled $3.6 in the third quarter 2013 compared
to $0.7 in third quarter 2012, and an increase in average invested assets, mainly due to growth in BOLI account value. This was partially offset by lower
yiclds on asset purchases over the past twelve months.

Policy fees, contract charges, and other increased $1.4 due to higher COI and administrative fees on our BOLI business,

Benefits and Expenses

Benefit-related expenses {policyholder benefits and claims, and interest credited) increased $3.4, primarily due to higher BOLI claims and growth in
account vatue, partially offset by lower crediting rates on our BOLI business.

Amortizarion of deferred acquisition costs decreased $2.3 primarily due 1o a $0.3 favorable impact of annual uniocking in the third quarter of 2013,
compared (o an unfavorable impact of $2.4 in the third quarter of 2012.

Sales

Sales of individual life products were 33.9 for the three months ended Sepiember 30, 2013, compared te 1.6 for the same period in 2012, due 1o
increased distribution of our Symetra Classic Universal Life (Classic UL} product through an expanded brokerage general agency (BGA) distribution
network. -

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012

Summary of Results

Segment pre-tax adjusted operating income remained flat, as higher prepayment-relared income and favarable impact of annual unlocking were offset by
a lower BOLI base ROA and lower eamings contributions from our decreasing block of term life business. The decline in the BOLI base ROA was driven by
an increase in BOLI claims.

In addition to the drivers discussed above, we consider the following information useful in understanding our results.
Operating Revenues
Premiums decreased $ 1.5, which was driven by a reduction in premiums from a smaller block of our term life business.

Net investmen! income decreased 33.0 due primarily to lower yields on asset purchases over the past twelve months. This was partially offset by an
increase in average invested assets, mainly due to growth in BOLI account value, and an increase in prepayment-relaied incorne. Prepayment-related income
totaled $6.3 year-to-date in 2013 compared to $2.8 in the same peried of 2012,

Policy fees, contract charges, and other increased $4.1 primarily due to bigher COI and administrative fees on our BOLI business.

Benefiss and Expenses

Benefit-related expenses increased $1.7, driven by higher BOLI claims and growth in account value. This was partially offset by lower claims on our
UL business and lower crediting rates an our BOLI business.

49,




Sales

Sales of individuat life products increased 1o $9.2 for the nine months ended September 30, 2013, compared to $7.8 for the same period in 2012, due io
higher sales of our Classic UL product. This was partially offset by lower sales of SPL policies.

Other
The following table sets forth the results of operations relating 10 our Qther segment:

For the Three Months Ended QTP For the Nine Months Ended YTD

September 30, Varionce (%) Seplember 30, Variance (%)

. 2013 2012 _ 2013 vs. 2012 2013 2012 2013 vs. 2012
| Opemtiogrevewes ] .

. Netinyestoent income $  s2 S @8  * § 83 S 66 o
(" Policy fecs, conmact cbarges, andother 47 81 (7% 160 166 B8]
Totl aperuing revemues 59 49t My w2 48
| Benefumdespenses: i I
Interest credited 0y ey - LS I .2 B L) B
| Other underuriting snd operating expenses 53 _ e w3 w08 @9 |

Inierest expense . 83 32 o 1.2 247 46 - 04
[ Youl benefits ad expenses T 132 e e 437 @0 (0N |
Segment pre-tax adjusted operating loss 3 33 § {10.00 61.00% § 941 % (20.8) (54.8%

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

Three Months Ended September 30, 2013 Compared to the Three Months Ended September 30, 2012
Summary of Results .

Qur Qther segment reported pre-tax adjusted operating losses of $3.3 for the three months ended September 30, 2013 compared with losses of $10.0 for
the same period in 2012. This improvement in results was due to higher net investment income, mainly related to tax credit and alternative investments and
prepayment related income. Amortization of 1ax credit investments, which is recorded 25 a reduction to net investment income, decreased compared to 2012. In
the third quarter of 2012, we had higher amortization of our tax credit investments based on the acceleration of tax deductions of certain parmerships. Tax
credit invesiments reduce investment incorne, but provide tax benefits that help decrease our effective tax rate. See “Investments - Investments in Limited
Parterships - Tax Credit Investments™ for further information.

Operating expenses decreased $1.8, as thind quarter 2012 included expenses related to exploration of acquisition opportunities. Additionally, expenses
related to our broker-dealer were lower in third guarter 2013 compared to third quarter 2012,

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012
Summary of Resuits

Our Other segment reported pre-tax adjusted operating losses of $9.4 for the nine months ended September 30, 2013 compared with losses of $20.8 for
the same period in 2012. This improvement in results was due to higher net investment income, primarily from higher average invested assets, as well as
returns on our investments in privaie equity funds.

Investments

Qur investment portfolio is structured with the objective of supporting the expected cash flows of our liabilities and producing stable retuns over the
long term. The composition of our portfolio reflects our asset management philosophy of protecting principal and receiving appropriate reward for risk. Our
investment portfolie mix as of Septernber 30, 2013 consisted in large part of high quality fixed maturities and commercial mortgage loans we originated, as well
as & smaller allocation of high yield fixed maturities, marketable equity securities, investments in limited partnerships (primarily tax credit investments and
private equity funds) and other investments. Qur equity and equity-like investments include common stock, REITs and convertible securities. These
investments mainly support investment strategies, including asset and fiability matching strategies,
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for certain long-duration insurance products in our [ncome Annuities segment. We believe that prudent levels of equity and equity-like investments offer

enhanced long-term, after-tax total remrmns.

The following table presents the composition of our investment portfolio:

As of September 30, 2013 As of December 31, 2012
o B o Amount %o of Total % of Total
Typesoflavestments _ N
Fixed maturities, available-for-sale: e ) . e o
Come S m6%0 Bl S I
POVElE e e 80324 30
" Marketable cquity securiies, available-for-sle (1) ML 03 L 02 ]
Marketable ecuiry securities, rading (2} 5094 ) 1.9 2.0
e T A ST T R TN
Paticy loens &2 02 . 02
[ Investments i limited parmerships (3): e e e
_ Pdweeqiofwds 38 0l ol
[ Taxoreditiovesmens T L aa 08 e8]
Other invesied mssels 44.0 ‘ 0.2 0.1
Tew 5 176411 100.0% $ 100.0% |

(1Y Primerily includes non-redeemable preferred wiock, and es of September 30, 2013, certain investiments in common sigck.
(2) Intludes investments io common stock, REITs and mutual funds.

(3} Investments in private equity funds are carried at fair value, and our tax credit investments are corried at amortized cost.

Invested assets increased $84.7 during the first nine months of 2013 primarily due 1o growth from sales of deferred a.r;nuities, partially offset by a
decline in the net unrealized gain position of our available-for-sale fixed maturities. As of September 30, 2013 and December 31, 2012, we had net unrealized
gains of $1.3 billion and $2.4 billion, respectively, on our fixed maturity portfolic. This decline in unrealized gains was driven by an increase in benchmark

10-year U.S, Treasury rates from 1.78% as of December 31, 2012 to 2.64% as of September 30, 2013.
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Investment Returns
Net [nvestment Income

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

Far the Three Mouths Ended For the Three Months Ended
September 30, 2013 September 30, 2012
Yield (1} Amaount Yield (1} Amount

[ o T |
Types of Inv 1]

Fixed m;ﬂties. nvaila‘b]c—fol-salc ) e 524% % 2834 i 777?.23 % 3 - 2769

B _l\iarket.a.ble equiry securities, availablc-for—sal; )

Marketable equiry securities, trading

L Mortgage loans, net

Pglicy loans
[ tovestments inlimited parmerships:
Private equity funds

LJ -7 - Tax credit investments (2) L ) ) o o

-0_&1;: income producing assets (3} ] - 214 . 1.5 2.79 o 1.8
[ Gross investmens income before investmentexpenses . S 14 507 3194 |

Investment expenses o . (012 77 (0.12) (7.5
Net iovesmment income 499% $ 3264 495% 3 3123 |

*  Represents yield that is not meaningful.

{1} Yields are determined based on monthly averages calculaled using beginping and end-of-period balances. Yields for fixed maturities are based on amortized cost. Yields for equity
securities, including investrnents in }imited parinerships, are based on cost. Yields for all other asset Types are based on carrying values.

(2) The negative impact from the lax credil investments is offset by U.S. federal income 1ax benefits. The lotal impact 1o nel income was $6.4 and 54.3 for the three months ended
September 30, 2013 and 2012, respectively. '

(3) (nher income producing assets includes other invested assets, short-term investments and cash and cash equivalents,

Three Months Ended September 30, 2013 Compared to the Three Monihs Ended September 30. 2012

For the threc months ended September 30, 2013, net investment income increased 4.5% compared to the same period in 2012, driven by an increase in
prepayment income and an increase in average invested assets. We conftinue to experience prepayment activity and related prepayment income as a result of the
low intcrest rate environment, which has mainly affected our fixed maturities. Prepayment-related activitics generated income of $18.6, or 28 basis points
(bps) of yield, in the three months ended September 30, 2013, compared to $4.2, or 6bps of yield, in the same period in 2012, These prepayment-related
activities, the majority of which affected our fixed maturities, were on securities with an amortized cost of $152.8 and $26.3 for the three months ended
September 30, 2013 and 2012, respectively. Prepayment-related income includes make-whole ptemiums and consent fees on early calls or tenders of fixed
maturities, prepayment speed adjustments on structured securities, and prepayment fees on our commercial mortgage loans. Prepayment activity usually
stems from higher-yielding investments, resulting in cash inflows whicb are then typically reinvested into lower-yielding new assets, placing downward
pressure on our future investment incorne and interest spreads. '

Although prepayment-related income increased overall yields in the periods received, this increase was partially offset by lower investment yield as a
result of the prolonged low interest rate envircnment. In an atlempt te mitigate the effects of the Jow interest rate environment, we continued te facus on our
‘undcrwriting of commercial mortgage loans, which generally provide higher yields than fixed maturities. In addition, we strategically increased our investment
in high-quality foreign corporate securities with a focus on investment grade securities which is discussed further in “— Exposure to European Fixed Maturity
Securities.”
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The following table sets forth the income yield and net investment income, excluding realized investment gains (losses), for each major investment

category:
Faor the Nine Months Ended For the Nine Months Ended
September 30, 2013 September 30, 2012
e - Yield (1) Amount Yield (1) Amount
Typesoffovestmeats e
Fixed maturities, available-for-sale _ 525% § 85 - 531% § 842.6
L Marketable equity securities, available-forsale 5% 23 s; 23]
Marketble equity secuities, trading ‘ N 96 I R X
| Morgage loans, net 579 - 140.7 614 1265 !
Palicy loans . = 566 2.7 561 N 29
'Lt :E:-'_csm:lenu in limited partmerships: o o e ;:::;;q
Povatccquiyand hedgefnds gl 5.0 291 0.5
o Tmewdtmwestmens) o *_ o (an (185
Oiber income producing assets (3) 2.65 57 2.62 57
irfiaruss investment income before investroent cxpenses o sa1y ) 9918 518 7- 7}12_9]
__Investment ¢xpenses e . (0.12) (23.1) 0.ty ] {209y
E!ggjg\gﬁ@egt_i'ncomc 501% 8 968.7 507% $ 9520 |

*  Represents yield that is not mesningful.

(1} Yields are determiced based on monthly averages calculated using beginning and end-of-period balances. Yields for fixed marurities are based on amortized cost Yields for equity
securiti¢s, including investrments in limited parinerships, are based on cosL Yields for all other nsset types are based on carrying values.
(2) The negative impact from the tax credit investments is offset by U.S. federal income tax benefits. The total impact to net incore was $18.1 and $13.0 for the nine maonths ended

September 30, 2013 and 2012, respectively.
{3) Other income producing assels includes other invested assets, shor-term investments and cash and cash equivalents.

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012

For the nine months ended September 30, 2013, net investment income increased 1.8% compared to the same period in 2012, driven by an increase in
prepayment income and an increase in average invested assets, partially offset by a decrease in yield. Prepayment-related activity generated income of $44.9, or
24bps of yield, in the nine months ended September 30, 2013, compared 1o $13.9, or Tbps of yield, in the same period in 2012, These prepayment-related
activities, the majority of which affected our fixed maturities, were on secutities with an amortized cost of 3434.7 and $129.7 for the nine months ended

September 30, 2013 and 2012, respectively.

Excluding the impacts from prepayments, yields on our entire investment portfolic decreased to 4.77% for the nine months ended September 30, 2013
from 5.00% for the same pericd in 2012, This reduction reflects the prolonged low interest rate environment. In an attempt to mitigate the effects of the low
itterest rate epvironment, we continued to focus on our underwriting of commercial morigage loans, which generally provide higher yields than fixed
maturities. We also modestly increased our investments in foreign securities, as we believe this asset class has quality investment opportunities that offer

attractive yields.

We focus on originating loans at a consistent spread to comparable U.S. Treasuries. For the nine months ended September 30, 2013, we originated loans
at a spread over U.S. Treasuries of approximately 270bps, compared with an approximate 345bps spread over U.S. Trcasuries for the year ended
December 31, 2012. Spreads to U.S. Treasuries are down during the current year compared to 2012, primarily due to a tightening of spreads among the
lenders that ar¢ competing for loans that meet our underwriting standards. Additionally, U.S. Treasury rates have been law throughout 2312 and 2013, which

has led 10 a decline in our overall mortgage loan portfolio yields.
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Net Realized Investment Gains (Losses)

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
e 2013 2012 2013 2012

E;&;;\i;d_;lns ;alcs ofﬁxed@iﬂ&ej B 7 ) .. % 214 _S a5 80 5§ 404 %
Gross realized losses on sales of fixed maturities sy ey 114y (143
mpsmens; e |

Tatal credlt-relatad {4.9) (8.0) 5. e (10.)
_Mmemtesel . = ] an (5.3 o3 (5.0}
Tuml impairments e (6.2) 13y (15.4) {25.2)
Netgaios (losses) op wading securites _ . 120 250 433 . 36
Omernetlnvesmlentgmns(losscs)(l) e
3 __ Net realized gains {losses) - FIA R 4 m; -7 ) ‘-_,L,,, w o _29__—_j ) nll_]

Other gross gains S 6.2 ) 53 L 26.3 20
{  Othergrosslosses (25 (.6 (362) 2.7
Net realized invesmment gains (luses) ) N $ 46y 3 155 § 106 § 35.0

— S |

(1)  This primarily consists of changes in fair value of derivatives instruments including embedded derivatives, changes in fair value of convertible bonds, gains (Imses) on calls and
redemptions, impairments of tax credit investments and the impact of net realized invesiment gains {losses) on DAC and DS1.

Three Months Ended September 30, 2013 Compared to the Three Montks Ended September 30, 2012

In the third quarter 2013, our portfolio produced net realized losses of $4.6, as compared to gains of $15.5 for the same period in 2012, The net
investment losses stemmed from lower marked-to-market gains on equities and net losses on sales of fixed maturides during the third quarter of 2013
compared to net gains on sales of fixed matunities during the third quarter of 2012, partially offset by lower impairments. For the three months ended
September 30, 2013, our equity portfolio produced net realized gains of $12.0, compared to gains of $25.0 for the same period in 2012, which is discussed
further in “~ Return on Equity Investments.”

Nine Months Ended September 30, 2013 Compared to the Nine Months Ended September 30, 2012

For the nine months ended September 30, 2013, our portfolie produced net realized gains of $10.6, as compared to gains of $35.0 for the same period in
2012. The decline in net realized gains was driven by net losses on sales of fixed maturities during the first nine months of 2013 compared to net gains on =~~~
sales of fixed maturities during the first nine months of 2012. During 2012 we realized net gains related to the strategic sale of RMBS. This was partially
offset by improved results on our equity investments and lower impairments. For the nine months ended Septemher 30, 2013, our equity portfolio produced
net realized gains of $43.3, compared te gains of $33.6 for the same peried in 2012, which is discussed further in “~ Retum on Equity Investments.”

Impairments

We monitor our investments fer indicators of impairment. When evaluating a security for possihle impairment, we consider several factors, which are
described in more detail in Note 4 to the accompanying unaudited interim condensed consolidated financial statements. Impairments for the three months ended
September 30, 2013 and 2012 were $6.2 and $13.3, respectively, primartly due to a decrease in credit-related impairments.

For the nine months ended September 30, 2013 and 2012, impairments were $15.4 and $235.2, respectively. The improvement in impairments was
driven by both a $4.7 decrease in write-downs of securities we intend to sell, and a $5.1 decrease in credit-related impairments. For those issuers for which we
recorded a eredit-related impairment during 2013, we had remaining holdings with an amortized cost of $40.5 and a fair value of $40.2 as of September 30,
2013. We believe the amortized cost of these securities is recoverable, based oo our estimated recovery values.
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Fixed Maturity Securities and Unrealized Gains and Losses by Security Sector

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

As of September 30, 2013
Cost or Gross Gross %% of
Amortized Unrealized Unrealized Total Fair OTT1
Cost Gains Losses Fair Value Value in AOCI
SeewritySeetor __‘
Corporate securities:
[ Consumerdiscretionary $ 20695 § 1078 § (196) §__ 21577 93% § —1
Consumer staples 2,495.9 1968 (22.4) 2,6703 ] s —
| Enemy o . nleay w0 (% w7 52—
Financials - 1,801.7 1137 (32.2) 1,883.2 8.0 —
| Mevewe 15525 a4 @on 16462 L a)
Industrials 2,990.4 254.L (2.5 3,223.6 13.8 (0.9}
" Information techology 360 04 (33) 3431 E —]
Materials i 1,320.5 $0.0 (17.8) 1,392.7 6.0 {11.1)
| Telecommunication services 719.7 Y (4.5) 7596 31208
Unilities 1,7283 153.7 (24.4) 1,857.6 8.0 —
~ Towlcoporatc sccurities 16,1388 1,1988 aney 17,1657 36 (144
U.S. government and agencics 508.9 5.6 (3.8) 510.7 2.2 —_—
|_ State and political subdivisions ey Tas 32—
Residential morigage-backed securities:
T Apeney - ‘ 237122 1359 (09 24872 107
Non-agency: . B . . -
b Rme a8l 76 O&% w4y 10 @1
Al-A .1 33 _ 744 03 ©3)
| Tomlresidentisl mongage backed socurities ___267L4 1468 @) 27%5 120 {(50)
Commerxial mortgage-backed securities 1,440.5 105.7 {10.1) 1,536,1 6.6 —
!__Ol.higi_emgﬂns_ S 500.7 __“— -_-—__—4:._4—"___—- (2.1) 543.0 __- h :.;4_‘ o ;}
Towal ] 220021 % 1,5253 § (2209 § 23,306.5 1000% § {194)
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As of December 31, 2012

Cost or Gross Gross % of
Amortzed Unrealized Unrealized Total Fair OTTI

Caost Goins Loises Fair Value _ Value in AQCL
SewritySector ]
Corporate securities: L L S
. Consumerdiscrefionary ___§ 1967 5 1992 § @n S 2137 8w S (1)
Consumerstaples 491 0 ¥ (% 27881  uws o —
|, Foey e L se ey @9 998 41—
Financials (L7294 1682 0 @4n o 1813 80 0N
o Hebewe 13620 1907 @4 ] .66 )]
Industrals 2,510.3 468 @y 14.1 (1.1}
[ Information technology 334, 50.9 ©3) 16 =
Materials =~ WA 1ds o G 14802 63 (125
| _ Tetecommunication services 08 B4 (03 _B04B 34 1 (08
 Uiifites 1,673.9 2592 (1.2 19219 82 0.9
_Totalcorporatesecurities 152804 _  19M6 (514 _ 172006 AL (18]
_US.govenmentand ageneies 3076 48 0.9 3118 13 Loy
| _State and politcal subdivisions ) 7379 395 ©9 7165 33 e
Residential morigage-backed securities: L o o o o
Lo ey 28090 298 (% 2683 n4_ —]
 Nopeagency: . o e e e e e e e
o Pnme w8 M08 08y B 10 as)
o 78.7 35 (0.4) 81.8 04 (2.6)
| Toulresidemiol mongage-backed securities ___ 2,7555 2541 (& 30078 128 (102)

Commercial mongage-backed securities 1’538:2;“* o I_'.v‘gdk o ((3._9]“_“ 1,7077 713 .
| Other debt obligations 4518 03 (08 5139 22 iy
Total $ 21,074 § 25023 5 (3670 § 23,5190 100.0% $ 30.)

Our fixed maturities holdings are diversified by industry and issuer, and the portfolio does not have significant exposure to any single issuer. As of
September 30, 2013 and December 31, 2012, the fair value of our ten largest issuers of corporate securities holdings was $1,359.7 and $1,555.0, or 7.9%
and 9.0% of total corporate securtties, respectively. The fair value of our largest exposure 10 a single issuer of corporate securitics was $153.5, or 0.9% of total
corporate securities, as of September 30, 2013, All of the securities related to this issuer have an NAIC rating of 2. As of December 31, 2012, the fair value of
our largest exposure to a single issuer of corporate securities was $240.6, or 1.4% of total corporate securities, all of which had an NAIC rating of 1.

As of September 30, 2013, therc was $220.9 of gross unrealized losses in our portfolio, compared to $56.7 as of December 31, 2012, Gross unrealized
gains decreased more significantly by $977.0 to $1,525.3 from $2,502.3 as of December 31, 2012. The decrease in gross unrealized gains and increase in
gross unrealized losses was primarily due to rising interest rates since December 31,2012, The benchmark 10-year U.5. Treasury rate increased from 1.78%
as of December 31, 2012 w 2.64% as of September 30, 2013. If interest rates continue to increase, we would expect continued reductions in our unrealized
gains.

As of September 30, 2013, our investments in U.S. government and agency Securities increased $199.2, to $510.7 from $311.5 as of December 31,
2012. The increase is due to higher holdings of U.S. treasury securities, which were purchased as part of our cash management strategy to reduce uninvested
cash 10 obtain higher yields until suitable investments are found. An increase in sales of our fixed indexed annuity product during the third quarter resulted in
an increase in cash flows.
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Exposure to European Fixed Maturity Securities

The following table summarizes our exposure to Furopean fixed maturity holdings and is separated between sovereign debt, financial industry and other
corporate debt exposures. The country designation is based on the issuer’s country of incorporation. The majority of these holdings are denominated in U.S.
dollars. As of September 30, 2013 and December 31, 2012, we held $430.1 and $156.1, respectively, of fixed maturities denominated in a foreign currency
and reported in U.S. dollars based on period-end excbange rates. Beginning in the fourth quarter of 2012, as part of our strategy to improve portfolio yields,
we are investing in high-quality foreign corporate securities with a focus on investment grade securities. We utilize foreign eurrency swaps and forwards to
hedge our exposure (o foreign currency.

As of September 30, 2013

Sovereign Financial Other Total Fair % of Amortized
e e Debt Industry ) Corporate - Value Exposure 7 Cost
Eqpcan Countries: o o o o o s }
United Kingdom $ —  § 848 § 6643 % 749.1 378% § 7135
| Netherlands — — 6l4a 614.2 N0 5938
France _ 18.1 2044 1225 112 217.5
" Luxembourg - — Y 914 96 it
Switzecland — 9 — 94.6 43 88.2
| Sweden o = — e ek 3583
Denmark — — : 6.2 16.2 0.8 16.%
oy = = e 04 05 98,
Germany — — 8.3 8.3 " 04 7.7
| Norway o = 8262 03 54
Austria — _— 39 9 02 39
[ spain - - — .28 28 o 28]
Belgium — _ 1.7 17 0.1 17
el T — T — Mo oed o]
Portugal 07 —_ — 0.7 — 0.7
Toul T s 07 3 1975 § 17861 § 19843 1000% $ 19023 |
As of December 31, 2012
Sovereign Finaneial Other Total Fair %o of Amortized
Debt Industry Corporate Value Exposure Cost
ggrnngounrﬁeg_ i i s D ]
" United Kingdom $ 591.6 359% § 5235
- Netherlands S s39  42 5180
 France 1360
i Luxemboug 1es
Switzerland = .o ms 88 o3
[ Sweden - e 2.7
Germany s
[ Deomac 172
lly 143
| MNoway _ SO
Austria B L 4?; o
Lospin 21 02
[reland le
" Portugd T ] 07
Tom 5 07 8 1911 § 14576 $ 1.649.4

As of September 30, 2013 and December 31, 2012, the fair value of our exposure to European fixed maturities was 8.5% and 7.0% of our total fixed
maturities portfolio, respectively. Our gross unrealized losses on these securities increased to $21.8 as of September 30, 2013, compared to $4.1 as of
December 31, 2012. The fair value of our ten largest European security
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holdings by issuer was $983.2, or 4.2% of the fixed maturities portfolio as of September 30, 2013, and $920.7, or 3.9% as of December 31, 2012. The fair
value of our largest single European issuer exposure was $151.1, or 0.6%, and $125.0, or 0.5%, of the portfolio as of September 30, 2013 and December 31,
2012, respectively. .

Fixed Maturity Securities by Contractual Maturity Date

As of September 30, 2013 and December 31, 2012, 18.6% and 20.0%, respectively, of the fair value of our fixed maturity portfolio was held in
mongage—backed securities. As of September 30, 2013 and December 31, 2012, 19.1% and 21.2%, respectively, was held in securities due afier ten years,
which we consider to be longer duration assets. As of Seplember 30, 2013 and December 31, 2012, 37.0% and 61.0%, respectively, of the gross unrealized
losses on our investment portfolio related to these longer duration assets, which fluctuate more significantly with changes in interest rates and credit spreads.

Refer 10 Note 4 to the accompanying unaudited interim condensed consolidated financial statements for a table summarizing the amortized cost and fair
value of fixed maturities by contractual years lo maturity as of September 30, 2013.

Mortgage-Backed Securities

As of September 30, 2013, our fixed maturity securities portfolio included $4.3 billion of residential and commercial mortgage-backed securities at fair
value. The residential and commercial real estate markets were significantly impacted by the financial cnsis and recession, but have since shown signs of
improvement. Non-agency mortgage-backed securities issued in the 2006 through 2008 vintage years were generatly the most affected by the financial crisis,
due to weaker underwriting standards and an issuance date closest o the market peak.

Qur mortgage-hacked securities are primarily agency securities, which account for 64.0%% of the portfolio. Additionally, 27.5% of our mortgage-backed
securities are AAA-rated non-agency securities in the most senior tranche of the structure type.

All of our RMBS and CMBS have prepayment options. Prepayments that vary from our estimates in amount or timing cause fluctuations in our yields
due to an acceleration or deceleration of unamortized premium or discount asseciated with the securities in our portfolio. These adjustments, which relate
primarily to RMBS, are recorded in net investment income in our results of operations and create volatility between periods.

Residential Mortgage-Backed Securities (RMBS)

We classify our investments in RMBS as agency, pnime, Alt-A, and subprime. Agency RMBS are guaranteed or otherwise supported by the Federal
National Mortgage Association, the Federal Home Loan Mortgage Corporation, or the Govemment National Mortgage Association. Prime RMBS have
underlying loans to customers with good quality credit profiles. Subpriine RMBS have underlying loans to customers with a greater risk of default. Ali-A
RMBS have overall credit quality between prime and subprime, based on a review of their underlying mortgage loans and factors such as credit scores and
financial ratios. The Company had no exposure to subprime loans as of September 30, 2013 or December 31, 2012.

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

As of September 30, 2013 As of December 31, 2012
% of Total % of Total
e Fair Volue lovested Assets i Fair Value luvested Assets
N R S Y 7 T 26883 9.8% ;
Non-agency: B o S o
Phme . D@08 2708 ]
_ AlA . o 744 03 §1.8 0.3

| Subtowlnon-agency B ] 3093 11 395 12 |
Total $ 2,796.5 10.1% § 3,007.8 11.0%
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The folowing table sets forth the total fair value, and arortized cost of our non-agency RMBS by year of onigination (vintage) and credit quality, based
on the highest rating by Moody's, S&P, or Fitch, There were two securities with a tolal amortized cost and fair value of $11.4 and $11.2, respectively, that
were rated below invcstment grade by either Moody's, S&P or Fitch, whilc at least one other agency rated them investment grade.

Viowsges
_am

L.oooos02

2007

(-

20Mandprior
Towl amottized cost |

[___ Netunrealized goins (losses)

Toual lair value

As of September 30, 2013
Highest Ratlng Agency Rating .
BB and Total a3 of

AAA AA A BBB Below Total December 31, 2012
e e J
229 % - 5§ =& =% — 5 229 § .=
159 — — - — 159 —
— _ — = 13.9 13.9 166
=T T — &8 @8 74
A= — B s 90
i 17 36 382 %2 a5 Iz 1243 |
405 § 250 § 382 § 262 ¥ 1693 § 299.2 % 306.5
02 1.1 10 L 67 10.1 130 |
407 §% 26.1 § 92 3 273§ 1760 % 33 3§ 319.5

As of September 30, 2013, our Alt-A portfolio was collateralized with 93.0% fixed rate mortgages and 7.0% hybrid adjustable rate mortgages (ARMs)
with no expesure to option ARMs. Generally, fixed rate mortgages have had better credit performance than ARMs, with lower delinquencies and defaults on the

underlying collateral.

As of September 30, 2013, our Alt-A, prime and t1otal non-agency RMBS had an estimated wceighted-average credit enhancernent of 12.8%, 7.6% and
8.8%, respectively. Credit enhancement refers to-the weighted-average percentage of the outstanding capital structure that is subordinate in the prionty of cash
flows and absorbs losses first. We believe that our credit enhancement will help mitigate losses on these securities.

As of September 30, 2013 and December 31, 2012, 60.9% and 63.4%, respeciively, of the fair value of our non-agency RMBS had super senior
subordination. The super senior class has priority over all principal and interest cash flows and will not experience any loss of principal until lower levels are
written down to zero. Therefore, the majority of our RMBS invesiments have less exposure to defaults and delinquencies in the underlying collateral than if we
held the more subordinated classes. .
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The following table provides additional information on our RMBS prepayment exposure, by type and vintage:

Prepayment Speed

As of September 3¢, 2013 Adjustment
Threce Months Nine Months
Unrealired Average Ended Ended
Amortzed Gaing/ Fair Gross Gross Mortgage September 30, September 3,
B Cost (Losses) Value Discount Premium Loan Rate 013 B 03
{agency: o 1]
CMO: o L i o o
(a3 5 380 S 07§ 387 W S — 8 —j|
2012____\__ e 1171 6.0y i = —
“ o ' MR 26 S o)
2010 4292 29.0 45 0.1 o1
e g 17.1 7 a9 a3 o3
2008 Lo el Ll 5.0 — —
T 00 — s 03 64 ==
006 R - 66 — —
Ca0s T w8 a0 32.8 e — 8 ==
2004 and prior 393.5 92 442.7 11.0 (3.4) 6.2 (0.3) .1
ToulAgeacyCMO_ § 15124 $ 974 5 16095 S 424 §  (184)  48% § (03 § 0.6y,
Passthrough: e . o L
T s 1318 §  @3m $ 181§ 15 s (18 33w s — § |
2012 73 @n_ 86 — 29 14 — —
T T . S X T £ T Y S =
2010 405 36 ) 0L (5.5 47 — 0.1
s S T BT N T S - B TR
2008 ) 203 16 ny 6.4 — -
[ 158 12167 64 = =]
2m6__ e 4-_8_ _ 05_ _ __5_-}___ = — 6.5 —
| 2005 ‘ 52 0.6 58 03— sa -
2004 and prior 36.6 34 40.0 0.5 [(1X))] 5.8 — —_
| Toul Agemcy Passthrough 8598 179 87177 2.5 29.4) 51 01 0.1
Tosl Agenicy RMBS 5 23722 5 1150 S 24872 § 499 § (418 49% § o1 3 (0.5)
NomAgeney: _ e
2013 $ 29 8 — 3 mns 3 0.7 § - 43% § 01 § 0.1
T By e el e e o
2007 139 1.4 153 19 — 5.8 B -
T S T S S TR
005 74 1.8 %3 32 — 5.6
 004andpior 1112 17 Las 24 @1 58
Towl Non-Agency RMBS 2992 19,1 3093 18.6 (0.4) 55 0.2 0.1
Totl RMBS $ 26714 § 1250 $ 2,795 $ 6.5 $  (482) 5.0% & 01 3§ 0.4) ]

As of September 30, 2013, our RMBS bad gross unamortized premiums and discounts of $48.2 and $63.5, respectively. Changes in prepayment
speeds, which are based on prepayment activity of the underlying mortgages, may create volatility in our net investtnent income because they accelerate or
decelerate our amortization of the unamortized premiums and discounts. The impact to net investment income is dependent on whether the securities are at a
discount or premium and whether the prepayment speeds increase or decrease.
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There are various U.S. government initiatives through the Making Home Affordable program that may result in higher than expected prepayments on
our RMBS ponfolio, such as the Home Affordablie Refinance Program that was extended to 2015. We continually monitor the underlying collateral in our
RMBS to manage our prepayment exposure.

Commercial Mortgage-Backed Securities (CMBS)
The following table sets forth the fair value of our investment in CMBS and the percentage of total invested assets they represent:

As of September 30, 2013 As of December 31, 2012
%e of Total % of Total
e Fair Value _ Invested Asscts Fair ¥alue [nvested Assets
(| Ageay $ 2874 1% $ BEEE a% |
Non-Ageney _ 1,248.7 4.5 1,330.4 43
ﬁ:ml $ 1,536.1 56u 8 1,707.7 62% |

The following table sets forth the total fair value, and amortized cost of our non-agency CMBS by credin quality and vintage. There were 13 secunties
having a fair value of $325.5 and an amontized cost of $290.4 that were rated AAA by either S&P, Moody’s or Fitch, that were given a lower rating by at
least one other agency. None of these securities were rated below investment grade by any of the three agencies.

As of September 30, 2013
Highest Rating Agency Rating

. BB and Total as of
e AAA AA A BHH ~ Below " Total December 31, 2012
.— % =5 Mo s =
= T S Y'Y

L3030

= 11.8 169.8

—_ 200.0
[ MOdandprior o4 05 0 — — 59
Total amortized cost $ 11,1333 § 194 3 05 — % 11.8 § 1,165.0 §
377_ Net un:eaﬁzig}i;s_anss_eéliﬁA o ::*7 - 80.7 3.0 _ —_— — —_ 837 _
Total fair value $ L2140 3 24 % 05 8 — % 11.8 § 11,2487 %

As of September 30, 2013, our CMBS ponfolio was highly concentrated in the most senior tranches, with 98.0% of our AAA-rated securities in the
most senior tranche, based on amortized cost. The sentor class has prionty over the mezzanine and junior classes to all principal and interest cash flows and
will not experience any loss of principal until both the entire mezzanine and junior tranches are written down 1w zero.
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The following tables set forth the amortized cost of our AAA non-agency CMBS by type and vintage:

As of Sepiember 30, 2013
Total AAA
Suoper Senior Other Structures Securities at
Super Other Other Amertized
Senior Mezzanine Junior Senior " Subordinate - Other Cast
o — e
— 5 25 q 3 = $ — % 111.0
= el =TT mal
118.5 —_ = IIS_S
— 1.0 == 0]
— — — — 367 |
e = = — 3503
e — = 1580]
— 54.5 — — 2000
5 — 250 —_ ;777“ i 7-;“7 d___ZS;J !
Total 3 8719 % 208 % — % 2386 % — ¥ 20 % 1,1333
AAAAA o As of December 31, 2012
.rmzl 3 84).7 % 236 % — 3 2722 % 66 3 20 1,146.1 \

The weighted-average credit enhancement of our CMBS, adjusted to remove defeased loans, was 31.6% as of September 30, 2013. We believe this
additional credit enhancement is significant, especially in the event of a deep real estate downturn during which losses would be expected 10 increase
substantiafly.
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The following table provides additional information on our CMBS prepayment exposure by type and vintage:

Prepayment Speed
As of September 30, 2013 Adjusument
Three Months Nine Months
Unrealized Average Ended Ended
Amortized Gains/ Falr Grass Gross Mortgage September 30, September 30,
. o Cost (Losses) Vaolye Discount Premium Loan Rate 2013 2013
Agency: e e ]
7ACMO: e __ B
T PP S S T S S N s S T TS SRR S—
2010 10.0 0.9 s — @l 5.4 — —
[ __2009 M3 04 M7 —. = &6 — -]
2008 10.8 ol 109 —_ ©» 65 .1
L 2007 %9 06 3§ o~ (% _ 5B @h (o)
,____@E___, 15.1 — 31 = ey 6.0 _ .y .1
[ 2005 154 — 154 — ey 58 wh__ @D
2004 and prior 638 5.4 69.2 — 1.4 2.0 - ©02)
| Total Agency CMO S 2077 § B2 § 2159 § — § (50)  61% S 04 $ 0.7)
Passthrough: v T
owes03 S — s — S —§ — 8§ — = — § _ — 8  —|
2004 and prior 67.8 37 75 02 (1.8) 75 - —
| Total Agency Passthrough 678 37 75 02 (18 75 — —
Total CMBS Agency $ 2755 § 19 § 2874 § 02 § (63 64% § (04) 3 7
NomAgency: . __ S e e
— 5 Qo 44% 3 — 3 —
= es o as ==
- A2 S 1= B - o
o a0 e o
s0 e07 o oeh el T — =
46.] 396.4 109 0.2) 57 — —
S ams s @6 se e o)
o 16.1 261 40 - 54 = .y
200 andprior 259 15 74 —  any_ 74 ) - =]
Taowal CMBS Non-Agency 1 ,1650 83.7 1 ,248.7 203 (BZ) 5.5 0.1 0.1
TolCMBS __§ 14405 S 956 S 15361 § 205 § (150 5.7%  § ©3 s ©8)]

Return on Equity Investments

Our equity and equity-like investments consist primarily of publicly traded common stock. We believe that these investments are suilable for funding
certain long duration liabilities in our Income Annuities segment and, on a limited basis, in our surplus portfolio. The majority of these securities are recorded
at fair valee, with changes in fair value recorded in net realized investment gains (losses). Most common stock securities were included in trading marketable
equity securities on our consolidated balance sheets. During the third quarter 2013, new purchases of certain common stock securities were included in our
available-for-sale marketable equity securities, which are recorded at fair value, with changes in fair value recorded in other comprehensive income.

We also invest in rea] estate-related investments to enhance the funding of the long duration liabilities in our [ncome Annuities segment. These
investrments primarily consist of investments in REITs, which are included in trading marketable equity securities on our consolidated balance sheets.
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The following table compares our total gross return on our commen stock and real estate-related investments to the relevant benchmarks. The gross
rerurn includes both the impact of changes in fair value included in net realized gains or losses and dividend income included in net investrnent income.

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

o 7 o 1013 012 B 2013 2012
Commonstock . S51% 0 98%  168%  84%
S&P 500 Total Retum Index 5.2 _ 6.3 198 164
r !
REITs L e B 4.4)% o 0.3% o {2.00% 9.4%
ESE:}IAREIT All Equities RETTS Index . . 4.n — e 0.9 e 100 |

Mortgage Loans

Our morigage loan department originates commercial mortgages and manages our existing commercial mongage loan portfolio. We specialize in
originating loans of $1.0 to $5.0, which are secured by first-mortgage liens on income-producing commercial real estatc. All loans are underwrittcn consistently
to our standards based on loan-te-value (LTV) ratios and debt service coverage ratios (DSCR). LTV ratios and DSCRs are based on income and detailed
market, property and borrower analyses using our long-lerm experience in commercial mortgage lending. A large majority of our loans have personal guarantees
and all loans are inspected and evaluated annually. We diversify our mortgage loans by geographic region, loan size and scheduled marurity.

The following table presents sefected information about the composition of our morigage loan portfolio:

As of September 30, 2013 As of December 31, 2012
O U N —
'Average loan balance S o L .y 25 F .25
Largest loan balance 16.0 129
il . _ R — e S oo
Weighted average LTV ralip - e 882% 558w,
Weighted average DSCR 1.81 1.78

As of September 30, 2013 and December 31, 2012, 71.9% and 70.5%, respectively, of our morigage loans had an outstanding balance under $5.0.

We continuc to increase our investments in morigage loans, as this srategy has resuhted in increased net investment yields when compared 1o fixed
maturity invesiments. We believe a disciplined increase in commercial mortgage loan investments will help maintain the overall quality of our investment
portfolio and oblain appropriate yields to match our policyholder liabilities. We originated $146.8 and $473.6 of mortgage loans during the three and nine
months ended September 30, 2013, and expect to continuc strong originations for the remainder of 2013,

The following table presents selected information about our morigage loan originations:

For (ke Nine Months Ended For the Year Ended December 31,
[ 3 B . September 30, 2013 2012
Weighted average LTV rado of oansoriginated__ T 53.9% e 5a2%]
Maximum LTV ratio of loans originated : T 693 s
lW;g.h:d average DSCR of loans griginated ] __7 _77_7 Vi- i\ 77 182 e J"BTQ-_J!
Minimum DSCR of loans originated 097 1.04
{Egﬂgg_a_g;_ra_gc_spread over [1.S. Treasuries of Joans originated o a ii 7 o o ___ %:}E{ m ___ 45%, |

We have maintained our disciplined underwritng approach as we incrc;lsod our morigage loan portfolio. For loans originated in the nine months ended
September 30, 2013, 35.3% had an LTV ratio of 50% or less, compared to 31.1% for the year ended December 31, 2012, For loans originated in the nine
-months ended September 30, 2013, 63.1% had a DSCR of 1.60 or more, compared to 71.6% for the year ended December 31, 2012,
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The following sections provide more information on the compasition of our morigage loan portfolio. Cn our consolidated balance sheets, mortgage Joans
are reported net of an allowance for losses, deferred Joan origination costs, and unearned mortgage loan fees; however, the following tables exclude these items.

Credit Qualiry

We use the LTV ratio and DSCR as our primary metrics to assess mortgage loan quality. These factors are also considered in evaluation of our
allowance for mortgage loan losses. For more information and further discussion of the allowance for mortgage loan losses, see Note 5 to our unaudited intedm
condensed consolidated financial statements, As of September 30, 2013, no loans were considered nonperforming.

The LTV ratio compares the outstanding principal of the loan to the estimated fair value of the underlying property collateralizing the loan. In the year of
funding, LTV ratios are calculated using independent appraisals performed by Member of the Appraisal Institute (MAI) designated appraisers. Subsequent to
the year of funding, LTV ratios are updated annually using ternal valuations based on property income and estimated market capitalization rates. Property
income estimates are typically updated during the third quarter of each year. Market capitalization rates are updated during the first quarter based on
geographic region, property type and economic climate. LTV ratios greater than 100% indicate that the loan amount is greater than the collateral value, A
smaller LTV ratio gencrally indicates a higher quality loan.

The following table sets forth the LTV ratios for our mortgage loan pertfolio:

As of September 30, 2013 As of December 31, 2012
Carrying Carrying
- o o Yalue i %% af Total ¥alue i % of Total
Losn-to-ValueRatio: P ]
<or=50% ) $ R 1,119.5 3% _$ 10070 3}.5%
s1%-6m% N o \bexg st " o082 293
61%-70% - 8686 257 I a2
mw-mw ... M8 30 es 54
76%-80% o ] 27 68 2.1
B0 ... ‘us 33 w7 25
> 100% - 26.5 0.8 309 Lo
Towt 3 33829 100.0% $ 3,101.2 100.0% |
The following table sets forth the carrying value and weighted-average LTV ratios for our mortgage loan portfolio by vear of origination:
As of Septeraber 30, 2013 As of December 31,2012
Welghted Welghted
Carrying %o of Total Average Carrying % of Total Average
Value Value LTY Value Value LTV
Q_ingin_;zaﬁon Year: e ____,‘
2013 3 014 0 14B%  53%%
(e o 8w3  »7 80 S 813 TM%___ S42%
R 8972 265 584 9367 03 59.3

{ aop4andprior 1143 34 33 1536 50T aea ]

Total ' s 33829 100.0% 55.2% § 3.1012 100.0% 55.8%
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The DSCR compares the amount of rental income a property is generating to the amount of the morigage payments due on the property. DSCRs are
calculated using the most current annual eperating history for the collateral. The foliowing table sets forth the DSCRs for our mortgage loan portfolio:

As of September 30, 2013 As of December 31, 2012
Carrying . Carrying
U Value _ % of Total Value % of Total
Debt Service Coverage Ratio; e 3
Cdor=160 e 19830 57w § 1763 seow
Lo bao-lse 6713 194 608% 196 |
120-139 e 12.] 054 131
R 2129 ey a0 69 ]
0.85-0.99 S 572 17 122 Y
[ <o8s A T T e T
Total 5 33829 100.0% 3§ 3,1012 100.0%

As of September 30, 2013, loans with an aggregare camrying value of $117.6 had a DSCR of less than 1.00. The average outstanding principal balance
of these loans was 51.8.

Composition of Morigage Loans

The following table sets forth our investments in mortgage loans by geographic region:

As of September 30, 2013 As of December 31, 2012
Carryiog Carrying % of
o o I L ~ Value | % of Total ) Value Total

Regon: ) . . B

Califoria . S o84 B S
| Tews o _d1s IS 9B

Washington S U L. S 23 o0
Mss . ' tsie L as - ;
" Florida . 1314 T 4
. Oher o o a6 a1 12794 412
Tow S 3,829 100.0% § 100.0%

The following table sets forth our investments in morigage toans by property type:
As of September 30, 2013 As of December 31, 2012
Carrying Carrying
L Value i %% of Total Valoe % of Total
Property Type: e —
_ Shopping centers and retail 502% %

| Office buildings

[ndusirial _ A _
" Multi-family

Other B
Tow 1000% § 31012 100.0% |
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Maturity Date of Mortgage Loans
The following table sets forth our investments in morgage loans by contractual maturity date:

As of Scptember 30, 2013 As of December 31, 2012
Carrying Carrying
Value % of Tatal Value % of Total

Due in one yea; or lcss h ‘ ) 1.3 03% $

_Dueafleroneyear troughfiveyears 33 98 me5
Due afler five years through ten years o 1542 451
Due afler 1en years T T 7 1,517.1 4.8

Total 1) 3,3829 1000% 3

Prior to their contractual maturity, the majority of our mortgage loans have ane or more specified rate resetting windows during which the loan typically
can be prepaid without a fee. During these windows, we expect that 2 substantial portion of these loans will either be reset or refinanced at market terms, given
the current low interest rate environment. These loan features are considered in our asset-liability management, and we align our expected mortgage loan cash
inflows and duration with the amount and timing of liability cash outftows. Additionally, our lean terms usually allow borrowers to prepay their mortgage loan
prior to the stated maturity or outside specified rate resetting windows. Prepayments are driven by factors specific to the activities of our borrowers as well as
the interest rate environment. However, the vast majority of our morigage loans contain yield maintenance prepayment provisions that we believe mitigate
prepayments in a low interest rate environment.

Investments in Limited Partnerships — Tax Credit Investments

We invest in limited parmership interests related to tax credit investments. We amortize these investments over the peried during which parmership
losses are expected to be recognized. The amortization schedule for each investment is updaied periodically as new information relaied to the amount and timing
of losses is received.

Although these invesrments decrease our net invesmment income over time on a pre-lax basis, they provide us with significant 1ax benefts, which
decrease our effective tax rate. The following table sets forth the impact of these investments on net income:

For the Three Months.l:ndcd For the Nine Months Epded
September 30, September 30,
013 2012 1013 2012
| Amonization related 1o 1ax eredit investments, net of taxes S 33 5 (0 S (o6 S (108,
.._Realized losses related 1o tax credit investments, netofwees - @b 02 (3. ©8
L Taxcreds 18 9.5 308 246 |
Umpact to net income £ 64 . § 43 § 181 § 13.0

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

Impact te Net

Inrome
Remainder of 2013 3 7.1
Coams o T T T
2015 19.5
S - . 184
2017 and beyond - e - o T 62
:Estimatediﬂpact io net income .. 78.5

The tax credits from our investments in affordable housing partnerships are generally delivered in the first 10 years of the investment, with the largest
portions provided in the middle years, while other tax credit investments provide benefits during the first year of the investment. We continue to evaluate
opportunities for these investments.
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Liquidity and Capital Resources

Symetra conducts its operations through its operating subsidiaries, and our liquidity requirements primarily have been and will continue to ﬁe met hy
funds from such subsidiaries. Dividends from its subsidiaries are Symetra’s principal source of cash to pay dividends, fund the stock repurchase program
and meet its cbligations, including payments of principal and interest on notes payable and tax obligations.

Historically, we have paid quarterly cash dividends on our common stock and warrants. We intend to continue to pay quarterly cash dividends o our
stockholders, During the three months ended September 30, 2013, we declared and paid a cash dividend of $0.09 per common share. The declaration and
payment of future dividends to holders of our common stock will be at the discretion of our board of directors. See “— Dividends” below for further
discussion.

In February 2013, we began a stock repurchase program, authorized for up to 10.0 shares of Symetra’s outstanding common stock. In May 2013, the
authorization was increased to 16.0 shares. As of September 30, 2013, we had repurchased 7.0 shares for $93.4. Symetra has funded and plans to continue to
fund this program mainly through dividends from its subsidiaries. Refer to Part IL Item 2 — “Unregistered Sales of Equity Securities and Use of Proceeds™ for
further information about the repurchase program.

We actively manage our liquidity in light of changing market, economic and business conditions, and we beligve thar our liquidity levels are more than
adequate to cover our exposures, a5 evidenced by the following:

*  As of September 30, 2013 we had $23.4 billion of liquid assets, which includes cash, cash equivalents, short-term investments, publicly traded
fixed maturities and equity securities. :

*  While certain policy lapses and surrenders occur in the nommal course of business, the low interest rate environment generally has resulted in lower
than expected lapses of our fixed annuities, as policyholders have limited altematives to seek a higher return on their funds.

«  As of September 30, 2013, we had the ability to borrow, on an unsecured basis, up to a maximum principal amount of $300.0 under a revolving line
of credit arrangement.

+  We continued to generate strong cash flows from operations, which grew by $60.6 to $806.5 for the nine months ended September 30, 2013, from
$745.9 for the nine months ended September 30, 2012.

+  As of September 30, 2013 our primary life insurance company, Symetra Life Insurance Company, had an estimated risk-based capital ratio of
approximately 474%. This provides adequate capital levels for growth of our business.

Liguidity Requirements and Sources of Liguidity

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

In managing the liquidity of our insurance operations, we consider the risk of policyholder and contract holder withdrawals of funds earlier than
assumed when selecting assets to support these contractual obligations. We use surrender charges and other contract provisions to mitigate the extent, timing
and profitability impact of such withdrawals. The following table sets forth liquidity characteristics of our general account policyhelder liabilities, composed
of annuity reserves, deposit liabilities and policy and contract claim liabilities, net of reinsurance recoverables:
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As of Seplember 30, 2013 As of December 31, 2012

S Amount ) o of Total Amount %a of Total
Mliiquid Liabltites - . I - ]
Svucngg{sa:ﬂemems & other SPLAs(1) b3 65,4998 266% % 6,585.8 28.2%
[ ettt i e ey povon VA T es sy g e ]
Traditional insurance (net of reinsurance)(3) 170.7 0.7 175.0 0.7
| Grouphbealth & life (et of reinsurance)y 142 0§ 1227 05 |
Tatal illiquid liabilides 82516 338% 7.537.6 322
Somewhat Liquid Lisbiliies o . . e
BOLKS) - 4,357.8 199 T a3 Tas
L__De_fﬁf_l_"-fgrﬂf{lliﬁﬂ with surrender chnrg_es_of_s% or higher o 7i:_5-§9‘5,9_,_j__ T 225_ _:j‘v 6,0?6.(5“7AM“ ZG.Oﬁ]
Universal life MEhsurrEn_dcr charges of 5% or higher ) 2859 1.2 2853 1.2
| Total sormewhat liguid libilties ] ) )
Fully Liquid Liabilities o
L Deferred annuities with su;rénde; chwgcs;fA)___j )
3% uptaS%
[ Leswam T
No surrender charges(6) L
;¥Universnl life with surrender charges less than 5% e . a86 18 a3y 1%
Oher(7) e 26.8 0.2 32.7 0.1
. Total fully liquid lisbilities - 5,504.3 22.6% 4,742.1 203 |
Total(8} $ 24,4036 1000% 8 23,389.9 100.0%

(1) These cantracts cannot be surrendered. The benefits are specified in the contracts a5 fixed amounts, primarily to be paid over the next several decades.

(2) This category includes annuity contracts with market value adjustment (MV A) features including cenzin FIA products. The MV A adjusts the value of the contract at
surrender based on current interest rates, subject 10 a guaranteed minimum account value specified in the contract In a liquidity crisis situation, we could tnvake the five-year

. payout provision on certain anmuity contracts Without MV A features 5o that the contract value with interest is paid out ratahly over five years.

(3) Represents mraditional life insurance policyholder liabilities, net of reinsurance recoverables. There is no surrender value related to these contracts.

(4) Represents incurred but nat reported claim liabilities, mainly related to our medical stop-less business. The surrender value on these contracts is gencrally zero but these
liabilitics are cansidered illiquid as the claims have not been reported 10 us and the precise timing and amount of the payraent 18 unknown.

(5) The biggest deterrent to surrender is the taxation on the gain within these conwracts, which includes o 10% non-deductible penalty tex. Banks can exchanpe cenain of these
contracts with other carriers, tax-free. However, a significant portion of this business does not qualify for this tax-free wreatrnent due to the employmen! starus of the original
covered employees and charges may be applicable.

(6) Approximatcly half of the account vaiue has been with us for many years, due to guamntesd minimum interest rates of 4.0 — 4.5% that ere significantly higher than those
cumently offered on new business. Given the current low interest rate environment, we do not expect significant changes in the persistency of this business.

(7) Represents reponed claim liabilities for BOLI, mrditonal insurance, medical swp-loss and group life.

(8) Represents the sum of funds beld under deposit contracts, future palicy benefits and policy and contract elaims on the consolidated balance sheets, excluding other policyholder
related liabilities and reinsurance recoverables of $231_F and $231 .4 as of September 30, 2613 and December 31, 2012, respectively.

We are seeing a decline in our somewhat liguid liabilities and an increase in our fully liquid liabilities. This is primarily related to account values
associated with our high level of fixed deferred annuity sales in 2009, as surrender charges on these policies are declining below 5%. Our fixed deferred
annuity contracts impose surrender charges, which are typically highest in the year of contract issue and decrease 10 zern over a five- to seven-year period. We
consider these contractual surrender charge provisions and the impact on expected policy lapses and surrenders in our asset and liability matching and rate
crediting strategics. Generally, the current low interest rate environment has resulted in lower than expected lapses of our fixed annuities.

Liquid Assets

Symetra’s insurance subsidiaries maintain invesunent strategies intended to provide adequate funds to pay henefits without forced sales of investments.
Products having liabilities with longer durations, such as centain life insurance policies and structured settlement annuities, are matched with investments
having similar estimated lives such as long-term fixed mawrities, mortgage loans and marketable equity securities. Shorter-term liabilities are matched with
fixed maturities that have short- and medium-terms. [n addition, our insurance subsidiaries hold highly liquid, high quality, shorter-term investment securitics
and
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PART II — Other Information
Item 1. Legal Proceedings

Disclosure concerning material legal proceedings can be found in Note 10 to the accompanying unaudited interim condensed conselidated financial
statements under the caption “Lingation,” which is incorporated here by this reference.
Item 1A. Risk Factors

In addition to the other information set forth in this report, consideration should be given to the factors discussed in Part [, [tem 1A — “Rusk Factors” in
our 2012 10-K. If any of those factors were to occur, they could materially adversely affect our business, financial condition or future resulis and could cause
actual resulls to differ materially from those expressed in forward-looking statements in this report. There have been no material changes to the risk factors set
forth in our 2012 10-K as of September 20, 2013.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Purchases of equity securities by the issuer and affiliated purchasers

Purchases of common stock made by or on behalf of the Company during the quarter ended September 30, 2013 are set forth in whole shares below:

Maximum Number (or

Total Number of Shares Approximate Dollar Volue)
Total Number Average Purchased as part of of Shares That may Yet
of Shares Price Paid Publicly Anoounced Be Purchased Under the
Purchased (1) Per Share Plans or Programs Ptans or Programs
(o e s e e v
Period: ;
~July 1, 2013 — July 31, 2013 U 17.98 — 9.047,734
! August 1, 2013 — August 31, 2013 — — - 9,047,734 |
Sepiember 1, 2013 — September 30, 2013 116 17.74 —_ 9,047,734
iTotal . 287 3 17.88 — 9,047,734 |

(1) This includes restricted shares withheld to offset lax withholding obligations related to the vesting of restricted shares, and shares repurchased by the Company pursuant to the
stock repurchase program.

On February 1, 2013, the board of directors authorized the Company to repurchase up to a towal of 10.0 million shares of Symewa’s outstanding
common stock. On May 21, 2013, the board of directors authorized the Company to repurchase an additional 6.0 million shares, for a total authorization of
16.0 million shares of ouistanding common stock. Under the stock repurchase program, purchases may be made from time to time in the open market, in

accelerated stock buyback arrangements, in privately nggotiated transactions or otherwise. The program may be modified, extended or terminated by the board
of directors at any time.

During the three months ended September 30, 2012, the Company had no repurchase activity. The timing and amount of any stock repurchases will be
determined by management based upon market conditions, regulatory considerations and other factors. Numerous factors could affect the timing and amount
of any future repurchases under the stock repurchase program, including capital levels, our share price, potential opportunities for growth and acquisitions or
other priorities for capital use.
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Item 6. Exhibits

Exhiblt

Nomber

10.1
10.2
19.3
311

312
121

322

101

1

Filed herewith.

Deseription

Amendment dated September 30, 2013 to the Agency Agreement dated as of September 26, 2006 among Symetra Life Insurance
Company and Chase Insurance Agency, Inc.*

Amendment dated September 23, 2013 to the Agency Agreement dated as of September 26, 2006 among Symeira Life Insurance
Company and Chase Insurance Agency, Inc.” 1

Amendment No. 2 dated September 30, 2013 to Investment Management Agreement between White Mountains Advisors LLC and
Symetra Financial Corporation together with Symetra Life [nsurance Company and certain other Affiliated Companies, dated as of
June 1, 2011. *

Certification of Chief Executive Officer pursuant to Rule l3a-f4{a) and Rule 15d-14(a) of the Securities Exchange Act, as amended*
Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14{a) of the Securites Exchange Act, as amended*
Certification of Chief Executive Officer Pursuant to 18 U.5.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002*

Certification of Chief Financial Officer Pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

The following materials from Symetra Financial Corporation’s Quarterly Repart on Form 10-Q for the quarter ended September 30,
2013, formatted in XBRL (Extensible Business Reporting Language): (i} the Consolidated Balance Sheets, (ii} the Consolidated
Statement of Incomne, (i) the Consolidated Statements of Comprehensive Income (Loss), (iv) the Consolidated Statements of Changes

in Stockholders’ Equity, (v) the Consolidated Statement of Cash Flows and (vi) the Condensed Notes o the Consolidated Financial
Stuatements. :

Confidential treatment has been requested for portions of this exhibit.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duty caused this report to be signed on its

behalf by the undersigned, thereunto duly authorized.

Date: November 6, 2013

Date: November 6, 2013

SYMETRA FINANCIAL CORPORATION

By: /s/ Thomas M. Marra

Name: Thomas M. Mama
Title: President and Chief Executive Officer

By: faf Margaret A. Meister

Name: Margaret A. Meister
Title: Executive Vice President and Chief Financial Officer
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Exhibit 10.1

Amended Exhibit A — SLA Supplement
Effective as of September 30, 2013
Chase Insurance Agency / Chase Investment Services Corp
ANNUITY CARRIER Service Level Requirements

Business Model Requirements:

Participation with the NSCC

0 Send daily COM files

0 Gtoss commission NSCC money settlement

D  Send daily PVF (position and value files) and FAR {financial activity report} feeds

0  Agent of Record change via ACAT/AFT

0 Agent Terminations via LNA
Must record, store and make available BIN number as a unique cantract identifier in ail NSCC feeds
Must accept agent license information from the National Producer Database in lieu of paper license copy
Establish and maintain FTP file connectivity using Chase encryption standards.
Establish and maintain corporate deposit account(s) for accepting premium. Multiple accounts may be required to support multiple deposit account
platforms.
Suppont EZ Forms sales process and release schedule

Provide unlocked pdf versions of all forms

0  Advanced notification of all product / form changes

0  Provide experienced testing resources to validate EZ Forms output within the timeframes provided

0 Support and maintain intenal and extemnal wholesaling demonstration efforts
Serve as an accountable project participant in all stratcgic initiatives (this will include M&A activity, system conversions, autornation and efficicncy
initiatives, etc.)
Create and conduct training sessions in m\;lti ple locations, examples include but are not limited to the training of PRD, Operations, Product, eic.
Report monthly performance results for defined Chase service level standards
Adoption of compliance with any Regulation cteations or changes

Chase Representative contact requirements:

Adhere 10 wholesaling rules of engagement
Do not send any communications to the Reps. via US Postal mail, email, fax, etc. (copies of statements, confinns, etc.)
Provide customized website access (all pages must be compliance approved and reflect our current product suite). This website must adhere to Chase
authentication standards.
Refer any hold barmless letters, rate negotiations, unapproved product selicitation, or other exception case approvals to the [ssue Resolution Team, do
not work directly with the reps. .
Refer any producer or finrm compensation questions to the Area Managers
Do not accept new business directly
Do not contact the Rep. to resolve any NIGQ issues. Any new business NIGO issues will be reported to the Chase middle office via the NIGO
spreadsheet; Chase will contact the rep for resolution. ]
Accept inbound servicing calls from any active, licensed Rep. of CLA / CISC, do no limit access of service information 1o the Agent of Record on the
accounl Active status is verified by using the ActiveAgent xls file or cammier system of record minus TermAgent.xls file. Must authenticate rep via
acceptable standards.
When responding to an inbound call from a Rep, you must be able to:
+  Articulate Chase specific product requirements

0  Owner and annuitant must be the same (except for non-natural owners)

0 k. Owners must be spousal

[ Fixed annuity new business and addition age maximum = 85 {Carriers can eccept additions directly from the clients in accordance with the

contract)
0 Variable annuity new business and addition age maximum = 80 (Carriers can accept additions directly from the clients in accordance with
the prospectus)

0  Specific rider restrictions as communicated.
High level understanding on Chase sales process

0 Do not facilitate paper kit ordering, direct rep. to utilize EZ Forms system
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*  For beneficiary changes, direct rep. 10 wtilize EZ Forms system or assist client directly with modifying their beneficiary information.
(eflective 2/1/07} .
Custotner contact requirements: '

0 Al issued contracts are delivered directly to the client and will include a copy of the prospectus (where applicabic)

0  Any service ransaction NIGO will be resclved by cootacting the client directly

D  When corresponding to customers related to system or operations jssue, Chase must be contacted prior te customer communication (where
more than 25 clients are impacted)

D  Onan annual basis, communicate the current beneficiary designations (either incorporated on annual statements or an individual client
communication)

Chase notification requirements:
*  Product filing status
+  Product medifications
*  Form modifications
*  Customer market timing activity (warnings and restrictions)
*  Customer complaints related to sales practice / rep activity
» NASD, SEC, DOI inquiries related to sales practice / rep activity
+  Proactive notification of system or operations issues prior to customer notification. The following information will be provided:
Scope of issue
List of affected clients and reps
Draft of outgoing client communication piece with targeted mail date
Root cause analysis along with comrective action plan
Conservation plan
Defined process to ensure the firm will not receive a chargeback for any cancellations that arise due to this issue
*  Rate Information
0 Minimum of 3 business days prior to mate increase or decrease
D Must maintain and communicate rate and renewal rate history in the Chase format for any product in the Chase block,
*  Wholesaling activity reports
»  Sales reports

ooDoooo

Operations requirements:
+  Accept and issue all funded and unfunded business from FTP of faxed documents. The original 1035 Exchange / Trustee Transfer form will be sent
via overnight mail to supplement the FTP file for unfunded business.
+  Accept retirement services and brokerage transfers as funded sales
+ Do not accept or issue any new business that is not sent through the FTP feeds (directly from the rep)
+  Process transaction requests within Chase service level standards
+  Daily exchange and processing of the following reports:
0 Ouistanding Deposit Repart (QDR)
D New Business NIGO
{0 Funding {for multiple source exchanges only on single premium contracts})
+  Work with Chase to facilitate customer accommodations/exceptions that are within the boundaries of compliance and legal guidelines. Accept hold
harnless Jetters as the letter of authorization to transect such instructions.
+  Accept inbound servicing calls from and provide information on any contract in the Chase book of business to Chase middle office Operations team
{processing) and Broker Services (call center). Authenticate middle office personnel using an apreed upon password or other acceptable standard.
*  Provide website access for home office employees 1o view the entire book of business
Titling information
Account type information
Status
Rate and balance
Transaction history
1035 Exchange status
Commission statements (secured by login for accounting resources only)

DDooooon
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Exhibit 10.2
Portions marked [***] have been omitted pursuant to a Confidential Treatment Request by Symetra Financial Corporation, this information has been
filed separately with the Securities and Exchange Commission.

AMENDMENT TO SALES AGREEMENT
ANNUITY BASE COMMISSION SCHEDULE

T O D SVt MWL (1R g PRI LN S S A S Y LN WL B I o T -ﬂww{pmﬁow-ﬂ
. . . . - - . ) ¥,

S s L isaw R
,4 " {internal . Commission

Payout .
Product N : ‘ | A 0 fions ; Purchase Payment . Base Cormfnissi di Bt Dates Cui
froductName. o Jssue Age QRO i s poYENt - ¢ Base Commission, coding) .- Effective Date. J

FIXED INCOME ANNUITIES
Advantage Income Jg_ss IAII [AII I['“] ]BOGn Imuor
FIXED DEFERRED ANNUITIES*
Selet 54 0-50 All 10,000 tn $40,999.99 1 18 10472010
080 550,000 to $99,999.9% |
0-50 $100,000 and over I
8186 Al $10,000 to $49,999.99 [} 3018 10/42010
81-86 £50,000 to $99,999.99 [}
81-86 $100,000 and aver "
L
87.90 Al $10,000 to $48,999.99 " 3018 104472010
5790 550,000 to $98,999.99 rm
87-90 $100,000 and aver o
Select 7 0-80 All $10,000 to $49,999.99 [~ 7442 912372013
0-80 $50,000 to $95,999.99 ]
0-80 $400,000 and over
[
81-86 Al 510,000 to $49,999.99 (] 1442 97232013
8188 $50,000 t0 $99,999.99 ]
B1-86 $100,000 and over -
87:00 Al 510,000 1o $49,999.99 (] 7342 972372013
B7-90 550,000 to $99,999.99 |
87.90 $100,000 and over "
]
Edge 7 0-80 Al 510,000 10 $49,999.99 L] 769%¢ 20252013
0-80 $50,000 10 §99,999.99 ™
0-80 $100,000 and over -

Refer to the Chargeback provisions of the Annuity Terms and Condilons.
*Base commissicn applies to initial and subsequent deposits.

+ If the Contract owner replaces a Selact 5 Contract to a new five year term at any Llime after the fifth contract year, Company will pay Agency the same rates as the
Base Commission accarding to new Issue Age. Upon replacement, Company will issue a new Caontract to the Contract owner.

THIS SCHEDULE SUPERSEDES ANY PREVIOUS VERSION OF THE FIXED ANNUITY GRID. THIS SCHEDULE MAY BE MODIFIED OR CANCELED BY
COMPANY AT ANY TIME BY PROVIDING WRITTEN NOTICE.

Chase nonNY Grid — Version 2 Symetra Life Insurance Company



Exhibit 103

AMENDMENT NUMBER TWO TO INVESTMENT MANAGEMENT AGREEMENT

This AMENDMENT Number TWO, dated as of September 30, 2013 10 the Investment Management Agreement (“Agreement”) dated as of June
1, 2011 originally made by and among WHITE MOUNTAINS ADVISORS LLC, a Delaware limited liability company (the “Advisor™), and
SYMETRA FINANCIAL CORPORATION, a Delaware corporation (the “‘Client”). Capitalized terms used but not defined herein have the
meaning set forth in the Agreement.

wi SSETH

WHEREAS, SYMETRA INVESTMENT SERVICES, INC is an Affiliated Company as defined in the Agreement; and

“

WHEREAS, effective Septémber 30,2013, SYMETRA INVESTMENT SERVICES,
INC. was sold to John Hancock Financial Network and shall no longer be treated as a party to the [nvestment Management Agreement; and

WHEREAS, pursuant to Section 18 of the [nvestment Management Agreement, the Advisor desires to update Schedule B to the
Investment Management Agreement to reflect the severance of SYMETRA INVESTMENT SERVICES, INC.

NOW, THEREFORE, in consideration of the mutual ¢ovenants contained herein and other good and valuable consideration , the
Investment Management Agreement is hereby amended as follows:

Schedute B to the Investment Management Agreement is hereby updated te read in its entirety as set forth in Schedule B of the Agreement.







AFFILIATED COMPANIES:

SYMETRA LIFE INSURANCE COMPANY
SYMETRA NATIONAL LIFE INSURANCE COMPANY

By /s/ Margaret Meister

Print; Margaret A. Meister
Title;: Executive Vice President.
Chief Financial Officer

FIRST SYMETRA NATIONAL LIFE INSURANCE COMPANY OF NEW YORK

By: /s/ Margaret Meister

Print: Margaret A_Meister
Title: Executive Vice President

Chief Finangial Officer

TIF INVESTIII, LLC

By: /s/ Margaret Meister

Print: Margaret A, Meister
Title: President




SCHEDULE B AFFILIATED COMPANIES

Symetra Life Insurance Company
Symetra National Life Insurance Company
First Symetra National Life Insurance Company of New York

TIF Invest ILL, LLC



, Exhibit 31.1
CERTIFICATION

1, Thomas M. Marra, certify that:

1.

I have reviewed this quarterly report on Form 10-Q of Symetra Financial Corporation (the “registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(¢)} and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. designed such intemal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controts and procedures, as of the end of the period covered by this report based on such evaluation; and

d.  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The regiswant’s other certifying officer and I have disclosed, based on our mest recent evaluation of intemal control over financial reporting, 1o the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. Al significant deficiencies and material weaknesses in the design ar operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees wbo have a significant role in the registrant’s intemnal control
over financial reporting.

Date; November 6, 2013 By: fs/ Thomas M. Marra

Thomas M. Marra
President and Chief Executive Officer



Exhibit 31.2
CERTIFICATION
1, Margaret A. Meister, certify that:

1. [have reviewed this quarterly report on Form 10-Q of Symetra Financial Carporation (the “registrant™);

2. Based on my knowledge, this report does not conlain any untrue statement of a material fact or omit 1o state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financia) condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4, The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange |
Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the
registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures 1o be designed under our supervision, to
ensure that material information relating 1o the registrant, including ii consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. designed such internal control over financial reporting, or caused such internal control aver financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial staterments for
external purposes in accordance with generally accepted accounting principles;

¢.  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions ebout the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. disclosed in this report any cbange in the registrant’s internai control over financial reporting that occurred during the registrant’s most recent
fiscal quarter {the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to

materially affect, the regisirant’s internal contro! over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of'internal control over financial reporting, 1o the
registrant’s auditors and the audit committee of the registrant’s board of directors {or persons performing the equivalent functions):

a. All significant deficiencics and matcrial weaknesscs in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s intermal control
over financial reporting.

Date: November 6, 2013 By: fs/ Margaret A, Meister

Margaret A. Melster
Executive Vice President and Chief Financial Officer



Exhibit 32.1

Certification Pursuant to Section 1350 of Chapter 63
of Title 18 of the United States Code

1, Thomas M. Marra, Chief Executive Officer of Symetra Financial Corporation, certify that {i) the Form 10-Q for the quarter ended September 30, 2013
fully complies with the requirements of Section 13{a} or 15(d) of the Securities Exchange Act of 1934; and (ii) the information contained in the Form 10-Q for
the quarter ended September 30, 2013 fairly presents, in all matenial respects, the financial condition and results of operations of Symetra Financial
Corporation. ’

Date: November 6, 2013 ‘ By: /s/ Thomas M. Marra

Thomas M. Marra
President apd Chief Executdve Oflicer



Exhibit 32.2

Certification Pursuant to Section 1350 of Chapter 63
of Title 18 of the United States Code

1, Margaret A. Meister, Chief Financial Officer of Symetra Financial Corporation, certify that (i) the Form 10-Q for the quarter ended  September 30,
2013 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and (ii) the information contained in the Form 10-

Q for the quarter ended September 30, 2013 fairly presents, in all material respects, the financial condition and results of operations of Symetra Financial
Corporation. .

Date: November 6, 2013 By: /s/ Margaret A. Meister

Margaret A Melster
Execative Yice President and Chief Financial Officer




Custody Agreements
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Applicant Name: Symetra Life Insurance Company NAIC No. 68608
FEIN:  91-0742147

Item 11 — Custody Agreements

Excluding items shown in the Schedules of Special and Other Deposits in the applicant's Annual Statement, real
estate, mortgage loans and investments held physically in the Applicant’s offices, vaults or safety deposit boxes, all
stocks, bonds and other securities, are held pursuant to a custodial agreement with JP Morgan Chase. The written
agreement includes appropriate safeguards for the handling of the securities, in accordance with those specified in
the NAIC Financial Examiners' Handbook.

Prior to effectuating the redomestication, the applicant will engage with JP Morgan Chase to amend its in-force
custody agreements to comply with-lowa Code § 511.8 and implementing regulations.

Copies of the applicant’s in-force custody agreements are included with Item 11:

Exhibit 1 1-A Domestic Custody Agreement between Symetra Life Insurance Company and JPMorgan Chase
Bank, N.A., dated . .
December 22, 2011

Exhibit 11-B Global Custody Rider between Symetra Life Insurance Company and JPMorgan Chase Bank,
N.A., dated .
December 22, 2011
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