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PART1

Unless the context otherwise indicates or requires, the terms “we”, “our”, “us”, “FGL”, and the “Company”, as used in this For
10-K filing, refer to Fidelity & Guaranty Life (formerly, Harbinger F&G, LLC) and its subsidiaries and the term

“FGLH” refers to Fidelity & Guaranty Life’s direct subsidiary Fidelity & Guaranty Life Holdings, Inc. FGL primarily
operates through FGLH’s subsidiary, Fidelity & Guaranty Life Insurance Company (“FGLIC”), which is domiciled in

Iowa. Our fiscal year ends on September 30 of each year.

Dollar amounts in the accompanying sections are presented in millions, unless otherwise noted.

Special Note Regarding Forward-Looking Statements

This annual report includes forward-looking statements. Some of the forward-looking statements can be identified by
the use of terms such as “believes”, “expects”, “may”, “will”, “should”, “could”, “seeks”, “intends”, “plans”, “estimates”, “ant
other comparable terms. However, not all forward-looking statements contain these identifying words. These
forward-looking statements include all matters that are not related to present facts or current conditions or that are not
historical facts. They appear in a number of places throughout this report and include statements regarding our
intentions, beliefs or current expectations concerning, among other things, our consolidated results of operations,
financial condition, liquidity, prospects and growth strategies and the industries in which we operate and including,
without limitation, statements relating to our future performance.

Forward-looking statements are subject to known and unknown risks and uncertainties, many of which are beyond our
control. We caution you that forward-looking statements are not guarantees of future performance and that our actual
consolidated results of operations, financial condition and liquidity, and industry development may differ materially
from those made in or suggested by the forward-looking statements contained in this report. In addition, even if our
consolidated results of operations, financial condition and liquidity, and industry development are consistent with the
forward-looking statements contained in this report, those results or developments may not be indicative of results or
developments in subsequent periods. A number of important factors could cause actual results to differ materially
from those contained in or implied by the forward-looking statements, including the risks and uncertainties discussed
in “Risk Factors” (Part I, Item 1A of this Form 10-K). Factors that could cause actual results to differ from those
reflected in forward-looking statements relating to our operations and business include:

the accuracy of management’s assumptions and estimates;

the accuracy of our assumptions regarding the fair value and future performance of our investments;

our and our insurance subsidiaries’ ability to maintain or improve financial strength ratings;

the continued availability of capital required for our insurance subsidiaries to grow;

our and our insurance subsidiaries’ potential need for additional capital to maintain our and their financial strength and
credit ratings and meet other requirements and obligations;

our ability to defend ourselves against or respond to, potential litigation, enforcement investigations or increased
regulatory scrutiny;

our ability to manage our business in a highly regulated industry, which is subject to numerous legal restrictions and
regulations;

regulatory changes or actions, including those relating to regulation of financial services affecting (among other
things) underwriting of insurance products and regulation of the sale, underwriting and pricing of products and
minimum capitalization and statutory reserve requirements for insurance companies, or the ability of our insurance
subsidiaries to make cash distributions to us (including dividends or payments on surplus notes those subsidiaries
issue to us);

the impact of potential litigation, including class action litigation;

the impact of our reinsurers failing to meet or timely meet their assumed obligations, increasing their rates, or
becoming subject to adverse developments that could materially adversely impact their ability to provide reinsurance
to us at consistent and economical terms;
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restrictions on our ability to use captive reinsurers;
the impact of interest rate fluctuations and withdrawal demands in excess of our assumptions;
the impact of market and credit risks;
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equity market volatility;

eredit market volatility or disruption;

changes in the federal income tax laws and regulations which may affect the relative income tax advantages of our
products;

increases in our valuation allowance against our deferred tax assets, and restrictions on our ability to fully utilize such
assets;

the performance of third parties including independent distributors, underwriters, actuarial consultants and other
service providers;

difficulties arising from outsourcing relationships;

the loss of key personnel;

interruption or other operational failures in telecommunication, information technology and other operational systems,
or a failure to maintain the security, integrity, confidentiality or privacy of sensitive data residing on such systems;
the impact on our business of new accounting rules or changes to existing accounting rules;

our exposure to unidentified or unanticipated risk not adequately addressed by our risk management policies and
procedures;

general economic conditions and other factors, including prevailing interest and unemployment rate levels and stock
and credit market performance;

our ability to protect our intellectual property;

the impact on our business of natural and man-made catastrophes, pandemics, and malicious and terrorist acts;

our ability to compete in a highly competitive industry;

our ability to maintain competitive policy expense costs;

adverse consequences if the independent contractor status of our insurance marketing organizations ("IMOs") is
successfully challenged;

our ability to attract and retain national marketing organizations and independent agents;

potential adverse tax consequences if we generate passive income in excess of operating expenses;

significant operating and financial restrictions contained in our debt agreements, which may prevent us from
capitalizing on business opportunities;

the inability of our subsidiaries and affiliates to generate sufficient cash to service all of their obligations;

conflicts of interest between HRG Group Inc. (formerly, Harbinger Group Inc. (“HRG”)) or its affiliates, including
Front Street Re (Cayman) Ltd. (“FSRCI”);

the impact of non-performance of loans originated by Salus Capital Partners, LLC ("Salus");

our subsidiaries’ ability to pay dividends to us;

the ability to maintain or obtain approval of Iowa Insurance Division ("IID") and other regulatory authorities as
required for our operations and those of our insurance subsidiaries; and

the other factors discussed in “Risk Factors”, of (Part I, Item 1A of this Form 10-K).

You should read this report completely and with the understanding that actual future results may be materially
different from expectations. All forward-looking statements made in this report are qualified by these cautionary
statements. These forward-looking statements are made only as of the date of this report and we do not undertake any
obligation, other than as may be required by law, to update or revise any forward-looking statements to reflect future
events or developments. Comparisons of results for current and any prior periods are not intended to express any
future trends, or indications of future performance, unless expressed as such, and should only be viewed as historical
data.
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Item 1. Business
Overview
Our Company

On November 8, 2015, FGL entered into an Agreement and Plan of Merger (the “Merger Agreement”), by and among
FGL, Anbang Insurance Group Co., Ltd., a joint-stock insurance company established in the People’s Republic of
China (“Anbang”), AB Infinity Holding, Inc., a Delaware corporation and a wholly-owned subsidiary of Anbang (“AB
Infinity”), and AB Merger Sub, Inc., a Delaware corporation and a newly formed, wholly-owned subsidiary of AB
Infinity (“Merger Sub”). Pursuant to the Merger Agreement and subject to the terms and conditions set forth therein,
Merger Sub will merge with and into FGL (the “Merger”), with FGL continuing as the surviving entity, which will
become a direct, wholly-owned subsidiary of AB Infinity and an indirect, wholly-owned subsidiary of Anbang.

Pursuant to the Merger Agreement, at the effective time of the Merger, each issued and outstanding share of FGL
common stock will be canceled and converted automatically into the right to receive $26.80 in cash, without interest
(the “Merger Consideration”), other than any shares of common stock owned by FGL as treasury stock or otherwise or
owned by Anbang, AB Infinity or Merger Sub (which will be canceled and no payment will be made with respect
thereto), shares of common stock granted pursuant to FGL’s Equity Plan (as defined in the Merger Agreement) and
those shares of common stock with respect to which appraisal rights under Delaware law are properly exercised and
not withdrawn. The Merger Agreement permits FGL to pay out a regular quarterly cash dividend on its Common
Stock prior to the closing of the transaction in an amount not in excess of $0.065 per share, per quarter (the per share
amount of FGL’s most recently declared quarterly dividend).

At the effective time of the Merger, each (i) option to purchase shares of common stock (a “Company Stock Option™),
(ii) restricted share of common stock and (iii) performance-based restricted stock unit relating to shares of common
stock (an “RSU”), in each case whether vested or unvested, will become fully vested and automatically converted into
the right to receive a cash payment equal to the product of (1) the number of shares subject to the award (for RSUs,
determined at the target performance level) multiplied by (2) the Merger Consideration (less the exercise price per
share in the case of Company Stock Options). In addition, at the effective time of the Merger, each stock option
(“FGLH Stock Option”) and restricted stock unit relating to shares of Fidelity & Guaranty Life Holdings, Inc., a
subsidiary of FGL (“FGLH”), whether vested or unvested, will become fully vested and automatically converted into the
right to receive a cash payment equal to the product of (A) the number of shares of FGLH stock subject to the award
multiplied by (B)$152.44 (less the exercise price in the case of such FGLH Stock Options), and each dividend
equivalent held in respect of a share of FGLH stock (a “DER”), whether vested or unvested, will become fully vested
and automatically converted into the right to receive a cash payment equal to the amount accrued with respect to such
DER.

Following execution of the Merger Agreement, FS Holdco II Ltd. (“FS Holdco”), which is a wholly-owned subsidiary
of HRG Group, Inc., holding a majority of the issued and outstanding shares of FGL’s common stock, executed and
delivered to FGL a written consent (the “Consent”), approving and adopting the Merger Agreement and the transactions
contemplated thereby, including the Merger. As a result of the execution and delivery of the Consent, the holders of at
least a majority of the outstanding shares of FGL’s common stock have adopted and approved the Merger Agreement.

Pursuant to the Merger Agreement, the consummation of the Merger is subject to satisfaction or waiver of certain
closing conditions, including, among others: (i) the information statement to be filed by FGL with the SEC in
connection with the Merger shall have been cleared by the SEC and shall have been sent to stockholders of FGL (in
accordance with Regulation 14C under the Securities Exchange Act of 1934, as amended (the “Exchange Act™)) at least
twenty (20) days prior to the closing; (ii) the absence of any law or order enacted, issued or enforced that is in effect
and that makes the consummation of the Merger illegal, prevents, prohibits, restrains or enjoins the consummation of
the Merger; and (iii) obtaining the requisite approvals from the lowa Insurance Division, New York Department of
Financial Services, Vermont Department of Financial Regulation, China Insurance Regulatory Commission and the
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Committee on Foreign Investment in the United States. The Merger Agreement does not contain any financing
condition or contingency.
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The Merger Agreement includes customary representations, warranties and covenants of FGL, Anbang, AB Infinity
and Merger Sub. Among other things, FGL and its subsidiaries are required to conduct their respective businesses and
operations in the ordinary course of business until the Merger is consummated. Pursuant to the Merger Agreement,
Anbang has agreed to cause the full and complete performance by AB Infinity of all of its obligations pursuant to the
terms of the Merger Agreement and in the event AB Infinity does not fulfill all of its obligations pursuant to the terms
of the Merger Agreement, Anbang will unconditionally and irrevocably perform such unperformed obligations of AB
Infinity pursuant to the terms of the Merger Agreement.

The Merger Agreement contains certain provisions giving each of AB Infinity and FGL rights to terminate the Merger
Agreement under certain circumstances. Upon termination of the Merger Agreement, under specified circumstances,
FGL may be required to pay a termination fee to AB Infinity of $51.

The foregoing description of the Merger Agreement and the transactions contemplated thereby does not purport to be
complete and should be read concurrently with the other related disclosure in this report, and is subject to and
qualified by in its entirety by reference to the text of the Merger Agreement filed with the SEC. FGL plans to file with
the SEC and mail to our stockholders an information statement in connection with the Merger. Additionally, FGL
intends to file other relevant materials with the SEC in connection with the Merger. The information statement and
other relevant materials will contain important information about FGL, Anbang, the Merger and related matters. These
documents will be available at no charge on the SEC’s website at www.sec.gov. In addition, documents will also be
available for free from FGL by contacting FGL’s investor relations department at Investor.Relations @fglife.com.

For over 50 years, our Company has been helping middle-income Americans prepare for retirement and unexpected
loss of life. Our focus on the middle-income market gives us access to significant, underserved market niches and
drives our product development. As of September 30, 2015, we had approximately 700,000 policyholders counting on
the safety and protection features of our fixed annuity and life insurance products, and we constantly seek to innovate
our products to meet their evolving needs. We offer our products through a network of approximately 200
independent IMOs that in turn represent an estimated 30,000 independent agents.

Through the efforts of our approximately 220 employees, who are primarily located in Baltimore, MD and Des
Moines, IA, we offer various types of fixed annuities and life insurance products. Fixed annuities represent a
retirement and savings tool which our customers rely on for principal protection and predictable income streams. In
addition, our life insurance products provide our customers with a complementary product that allows them to build
on their savings and assign payment of a death benefit to a designated beneficiary upon the policyholder’s death.
Currently, our most popular products are fixed indexed annuities (“FIAs”) that tie contractual returns to specific market
indices, such as the Standard & Poor's Ratings Services ("S&P") 500 Index. The benefit of FIAs to our customers is to
provide a portion of the gains of an underlying market index, while providing principal protection. We believe this
mix of “some upside but limited downside” fills the need for middle-income Americans who must save for retirement
but who want to limit the risk of decline in their savings. In addition to FIAs, we also sell indexed universal life
policies (“IULs”) and other fixed annuities.

In Fiscal 2015, FIAs generated approximately 86% of our total sales and the remaining 14% of sales was primarily
generated from fixed annuity sales during the year. We invest the annuity premiums in fixed income securities and
options that hedge our risk, predominantly using call options on the S&P 500 Index, and pass through the market
index returns to our policyholders. The majority of our products contain provisions that permit us to annually adjust
the formula by which index credits are provided in response to changing market conditions. In addition, our annuity
contracts generally either cannot be surrendered or include surrender charges that discourage early redemptions.

Our Strategy

We will seek to grow our business by pursuing a set of strategies efforts aimed at delivering sustainable and profitable
growth for shareholders; including:

Increase Sales in Our Existing Market. We believe that increasing demand for retirement and principal protection
products combined with an evolving competitive landscape present us with significant opportunities to grow sales
with the market. We will continue to pursue opportunities to increase shelf space in the IMO market.

10
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Diversify Our Distribution Channels. We will leverage our strong capital position and target higher ratings to develop
broader relationships with broker-dealers, banks and financial planning professionals, thereby increasing the ways in
which we reach our customers and eventually reaching our customers directly. Effective implementation will require
phased investment over a number of years in institutional relationships, systems, marketing, wholesaling, and product
development.

Bottom-line, Profit-oriented Objectives. We focus on initiatives that we expect will deliver target profits and avoid
markets and products when industry pricing makes it difficult to achieve targeted profit margins.

Competition

Our ability to compete is dependent upon many factors which include, among other things, our ability to develop
competitive and profitable products, our ability to maintain stable relationships with our contracted IMOs, our ability
to maintain low unit costs and our maintenance of adequate financial strength ratings from rating agencies. Principal
competitive factors for FIAs are initial crediting rates, reputation for renewal crediting action, product features, brand
recognition, customer service, cost, distribution capabilities and financial strength ratings of the provider. Competition
may affect, among other matters, both business growth and the pricing of our products and services. Principal
competitive factors for IULs are based on service and distribution channel relationships, price, brand recognition,
financial strength ratings of our insurance subsidiaries and financial stability.

For detailed information about revenues, operating income and total assets of our Company, see Part II, Item 7.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the financial statements
beginning on page F-1 in this report.

Products

Our experience designing and developing annuities and life insurance products will allow us to continue to introduce
innovative products and solutions designed to meet customers’ changing needs. We work hand-in-hand with our
distributors to devise the most suitable product solutions for the ever-changing market. We believe that, on a practical
basis, we have a unique understanding of the safety, accumulation, protection, and income needs of middle-income
Americans.

Our current most popular product line is FIAs. Most FIAs have two phases-accumulation and payout. During
accumulation, a policyholder’s money is credited with interest linked to specific market indices, while providing
principal protection. High surrender charges apply for early withdrawal, typically for seven to fourteen years after
purchase. During the payout or distribution phase, the policyholder will receive periodic payments from the annuity.
The policyholders are guaranteed minimum values based on state regulation.

Annuity Products

Through our insurance subsidiaries, we issue a broad portfolio of deferred annuities (fixed indexed and fixed rate
annuities) and immediate annuities. A deferred annuity is a type of contract that accumulates value on a tax deferred
basis and typically begins making specified periodic or lump sum payments a certain number of years after the
contract has been issued. An immediate annuity is a type of contract that begins making specified payments within
one annuity period (e.g., one month or one year) and typically pays principal and earnings in equal payments over
some period of time.

Deferred Annuities

FIAs. Our FIAs allow contract owners the possibility of earning interest based on the performance of a specified
market index, predominantly the S&P 500 Index, without risk to principal. The contracts include a provision for a
minimum guaranteed surrender value calculated in accordance with applicable law. A market index tracks the
performance of a specific group of stocks representing a particular segment of the market, or in some cases an entire
market. For example, the S&P 500 Composite Stock Price Index is an index of 500 stocks intended to be
representative of a broad segment of the market. All FIA products allow policyholders to allocate funds once a year
among several different crediting strategies, including one or more index-based strategies and a traditional fixed rate
strategy.

8
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The value to the contractholder of an FIA contract is equal to the sum of deposits paid, premium bonuses (described
below), index credits, up to a cap and a participation rate based on the annual appreciation (based in certain situations
on annual point-to-point, monthly point-to-point or monthly average calculations) in a recognized market index less
any fees for riders. Caps generally range from 3% to 6% when measured annually and 1% to 3% when measured
monthly, and participation rates generally range from 30% to 100% of the performance of the applicable market
index. The cap can be reset annually. Certain riders allow for a contractholder to increase their cap for a set fee. As
this fee is fixed, the contractholder may lose principal if the index credits received do not exceed the amount of such
fee.

Approximately 88% of the FIA sales for Fiscal 2015 involved “premium bonuses” or vesting bonuses. For premium
bonuses, we increased the initial annuity deposit by a specified premium bonus of 2% to 3% and a vesting bonus of
1% to 10%. The vesting bonuses are earned over time, which increases the account value when the bonus is settled.
We made compensating adjustments in the commission paid to the agent or the surrender charges on the policy to
offset the premium bonus.

As of September 30, 2015, 39% of our FIA contracts were issued with a guaranteed minimum withdrawal benefit
(“GMWB?”) rider. With this rider, a contract owner can elect to receive guaranteed payments for life from the FIA
contract without requiring the owner to annuitize the FIA contract value. The amount of the living income benefit
available is determined by the growth in the policy's benefit base value as defined in the FIA contract rider. Typically
this accumulates for 10 years based on a guaranteed rate of 4% to 10%. Guaranteed withdrawal payments may be
stopped and restarted at the election of the contract owner. Some of the FIA contract riders that we offer include an
additional death benefit or an increase in benefit amounts under chronic health conditions. Rider fees range from 0.1%
to 1%.

As of September 30, 2015, the distribution of the FIA account values by cap rate and by strategy was as follows:

Cap rate 0%to2% 2%t03% 3%t04% 4%1to5% 5% to22% Total

1 year gain trigger $1 $181 $157 $79 $20 $438
1-2 year monthly average — 216 323 497 342 1,378
1-3 year monthly point-to-point 2,905 806 278 13 — 4,002
1-3 year annual point-to-point — 605 689 1,257 511 3,062
3 year step forward — — — 18 135 153
Total $2,906 $1,808 $1,447 $1,864 $1,008 $9,033

Fixed Rate Annuities. Fixed rate annuities include annual reset and multi-year rate guaranteed policies. Fixed rate
annual reset annuities issued by us have an annual interest rate (the “crediting rate”) that is guaranteed for the first policy
year. After the first policy year, we have the discretionary ability to change the crediting rate once annually to any rate
at or above a guaranteed minimum rate. Fixed rate multi-year guaranteed annuities are similar to fixed rate annual

reset annuities except that the initial crediting rate is guaranteed for a specified number of years before it may be
changed at our discretion. For Fiscal 2015, we sold $26 in fixed rate annual reset annuities and $259 of fixed rate
multi-year guaranteed annuities. As of September 30, 2015, crediting rates on outstanding (i) single-year guaranteed
annuities generally ranged from 2% to 6% and (ii) multi-year guaranteed annuities ranged from 1% to 6%. The

average crediting rate on all outstanding fixed rate annuities at September 30, 2015, was 3%.

As of September 30, 2015, the distribution of the fixed rate annuity account values by crediting rate was as follows:

Crediting rate 1%t02% 2%t03% 3%t04% 4% to5% 5% to 6%
Account value $44 $210 $2,364 $471 $75
9
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As of September 30, 2015, the multi-year guaranteed annuities expiring guaranty account values, net of reinsurance by

year were as follows:
Multi-Year Rate

Guaranteed
Annuities
Duration by Year: Account Value
2016 $134
2017 677
2018 285
2019 760
2020 215
Thereafter 77
Total $2,148

Withdrawal Options for Deferred Annuities. After the first year following the issuance of a deferred annuity policy,
holders of deferred annuities are typically permitted penalty-free withdrawals up to 10% of the prior year’s value,
subject to certain limitations. Withdrawals in excess of allowable penalty-free amounts are assessed a surrender charge
if such withdrawals are made during the penalty period of the deferred annuity policy. The penalty period typically
ranges from seven to fourteen years for FIAs and three to ten years for fixed rate annuities. This surrender charge
initially ranges from 0% to 15% of the contract value for FIAs and 0% to 14% of the contract value for fixed rate
annuities and generally decreases by approximately one to two percentage points per year during the penalty period.
The average surrender charge is 9% for our FIAs and 5% for our fixed rate annuities as of September 30, 2015.

The following table summarizes our deferred annuity account values and surrender charge protection as of

September 30, 2015:

Fixed and Fixed Weighted

Index Annuities Percent of Total Average

Account Value Surrender Charge
SURRENDER CHARGE EXPIRATION BY YEAR
Out of surrender charge $1,980 14 % — %
2015 268 2 % 3 %
2016-2017 2,116 15 % 5 %
2018-2019 2,518 18 % 7 %
2020-2021 1,430 10 % 9 %
Thereafter 5,842 41 % 11 %
Total $14,154 100 %

The policyholder may elect to take the proceeds of the surrender either in a single payment or in a series of payments
over the life of the policyholder or for a fixed number of years (or a combination of these payment options). In
addition to the foregoing withdrawal rights, policyholders may also elect to have additional withdrawal rights by
purchasing a GMWB. These riders provide a GMWB, regardless of index performance, for the life of the contract.
However, the benefit may vary based on performance.

Immediate Annuities

We also sell single premium immediate annuities (or “SPIAs”), which provide a series of periodic payments for a fixed
period of time or for the life of the policyholder, according to the policyholder’s choice at the time of issue. The
amounts, frequency and length of time of the payments are fixed at the outset of the annuity contract. SPIAs are often
purchased by persons at or near retirement age who desire a steady stream of payments over a future period of years.

10
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The following table presents the deposits (also known as “sales”) on annuity policies issued by us for the fiscal years
ended September 30, 2015, 2014, and 2013 as well as reserves required by accounting principles generally accepted in
the United States of America (“U.S. GAAP Reserves”) as of September 30, 2015, 2014 and 2013:
September 30, 2015 September 30, 2014 September 30, 2013
Deposits Deposits Deposits

on U.S. on U.S. on U.S.
Annuity GAAP Annuity GAAP Annuity GAAP
. . Reserves .. Reserves . . Reserves
Policies Policies Policies
Products
Fixed indexed annuities $2,185 $12,094 $1,451 $10,767 $983 $9,986
Fixed rate annuities 211 3,249 708 3,192 38 2,708
Single premium immediate annuities 16 2,956 10 3,202 7 3,492
Total $2,412 $18,299 $2,169 $17,161 $1,028 $16,186

Life Insurance

We currently offer IUL insurance policies and have previously sold term and whole life insurance products. Holders

of universal life insurance policies earn returns on their policies which are credited to the policyholder’s cash value
account. The insurer periodically deducts its expenses and the cost of life insurance protection from the cash value
account. The balance of the cash value account is credited interest at a fixed rate or returns based on the performance

of a market index, or both, at the option of the policyholder, using a method similar to that described above for FIAs.
Almost all of the life insurance policies in force, except for the return of premium benefits on term life insurance
products, are subject to an arrangement with Wilton Reassurance Company (“Wilton Re”). See “Reinsurance-Wilton Re
Transaction” on page 17.

As of September 30, 2015, the distribution of the IUL account values by cap rate and by strategy was as follows:

Cap rate 25%-5% 5-1.5% 1.5%-10% 10-12.5% 12.5%+ Total
1 year annual point-to-point, Gold Index $— $— $— $— $18 $18
1 year monthly point-to-point, S&P Index 30 — — — — 30

1 year annual point-to-point with 100% par rate,

S&P Index 15 6 16 97 38 172
1 year annual point-to-point with 140% par rate,

S&P Index 3 2 13 - - 18
Total $48 $8 $29 $97 $56 $238
Distribution

The sale of our products typically occurs as part of a four-party, three stage sales process between FGLIC, an IMO,
the agent and the customer. FGLIC designs, manufactures, issues, and services the product. The IMO, with whom
FGLIC contracts, recruits large numbers of agents to its firm and provides training in return for exclusive sales
agreements, in most cases, with FGLIC. The IMOs will usually sign contracts with multiple insurance carriers to
provide their agents with a broad and competitive product portfolio. The IMO will discuss product options over the
phone with agents about to meet with clients. The IMO staff will also provide assistance to the agent during the selling
and application process. The agent may get customer leads from the IMOs. The agent will conduct a fact find and
present suitable product choices to the customers. We monitor each distribution partner for pricing metrics, mortality,
persistency, as well as market conduct and suitability.

Within this business model, we offer our products through a network of approximately 200 IMOs, representing
approximately 30,000 agents, and identify our most important IMOs - those who are able to meet certain production
targets and qualify for extra-contractual production bonuses - as “Power Partners”. We currently have 31 Power
Partners, comprised of 18 annuity IMOs and 13 life insurance IMOs. During Fiscal 2015, these Power Partners
accounted for approximately 91% of our annual sales volume. We believe that our relationships with these IMOs are
strong. The average tenure of the top ten Power Partners is approximately 14 years.
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Our Power Partners play an important role in the development of our products. Over the last ten years, the majority of
our best-selling products have been developed with our Power Partners. We intend to continue to have the Power
Partners play an important role in the development of our products in the future, which we believe provides us with
integral feedback throughout the development process and assists us with competing for “shelf space” of new design
launches.

The top five states for the distribution of FGLIC’s products in 2015 were California, Texas, Florida, New Jersey and
Michigan, which together accounted for nearly 50% of FGLIC’s premiums.

Investments

We embrace a long-term conservative investment philosophy, investing nearly all the insurance premiums we receive
in a wide range of fixed income interest-bearing securities.

Our internal asset management team manages the bulk of the investment portfolio, and with respect to certain asset
classes, we utilize experienced third party companies, including our affiliates. As of September 30, 2015, 67% of our
$18 billion fixed maturity investment portfolio was managed by our employees, with the 33% balance managed by
third parties. Our investment strategy is designed to (i) achieve strong absolute returns, (ii) provide consistent yield
and investment income, and (iii) preserve capital. We base all of our decisions on fundamental, bottom-up research,
coupled with a top-down view that respects the cyclicality of certain asset classes.

In addition to active management of assets, our Investments department is also responsible for defining portfolio
strategy, managing our asset/liability profile and hedging our product guarantees.

The types of assets in which we may invest are influenced by various state laws, which prescribe qualified investment
assets applicable to insurance companies. Additionally, we define risk tolerance across a wide range of factors,
including credit risk, liquidity risk, concentration (issuer and sector) risk, and caps on specific asset classes, which in
turn establish conservative risk thresholds.

Our investment portfolio consists of high quality fixed maturities, including publicly issued and privately issued
corporate bonds, municipal and other government bonds, asset-backed securities ("ABS"), residential
mortgage-backed securities ("RMBS"), commercial mortgage-backed securities ("CMBS") and commercial mortgage
loans ("CMLs"). We also maintain holdings in floating rate, and less rate-sensitive investments, including senior
tranches of collateralized loan obligations (“CLOs”), non-agency RMBS, and various types of ABS. It is our expectation
that our investment portfolio will broaden in scope and diversity to include other asset classes held by life and annuity
insurance writers. We also have a small amount of equity holdings through our funding arrangement with the Federal
Home Loan Bank of Atlanta.

Portfolio Activity

Over the last year, we continued to work with our internal asset management team and third party asset managers to
broaden the portfolio’s exposure to include United States dollar ("USD") denominated emerging market bonds, highly
rated preferred stocks and hybrids, and structured securities including ABS.

As a result of these portfolio repositionings, we currently maintain:

a well matched asset/liability profile (asset duration, including cash and cash equivalents, of 6.40 years vs. liability
duration of 5.98 years); and

a large exposure to less rate-sensitive assets (22% of invested assets).

For further discussion of portfolio activity, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations-Investment Portfolio™.

Derivatives

Our FIA contracts permit the holder to elect to receive a return based on an interest rate or the performance of a
market index, most typically based on the S&P 500 Index. We purchase derivatives consisting predominantly of call
options and, to a lesser degree, futures contracts on the equity indices underlying the applicable policy. These
derivatives are used to fund the index credits due to policyholders under the FIA contracts based upon policyholders'
contract elections. The majority of all such call options are one-year options purchased to match the funding
requirements underlying the FIA contracts. On the respective anniversary dates of the applicable FIA
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contracts, the market index used to compute the annual index credit under the applicable FIA contract is reset. At such
time, we purchase new one-, two-, three-, or five-year call options to fund the next index credit. We manage the cost
of these purchases through the terms of our FIA contracts, which permit us to change caps or participation rates,
subject to certain guaranteed minimums that must be maintained. The change in the fair value of the call options and
futures contracts is generally designed to offset the equity market related change in the fair value of the FIA contract’s
related reserve liability. The call options and futures contracts are marked to fair value with the change in fair value
included as a component of Net investment gains (losses). The change in fair value of the call options and futures
contracts includes the gains and losses recognized at the expiration of the instruments’ terms or upon early termination
and the changes in fair value of open positions.

Outsourcing

We outsource the following functions to third-party service providers:

fnew business administration;

service of existing policies;

underwriting administration of life insurance applications;

call centers;

tnformation technology development and maintenance;

tnvestment accounting and custody; and

hosting of financial systems.

We closely manage our outsourcing partners and integrate their services into our operations. We believe that
outsourcing such functions allows us to focus capital and FGL employees on our core business operations and perform
differentiating functions, such as investment, actuarial, product development and risk management functions. In
addition, we believe an outsourcing model provides predictable pricing, service levels and volume capabilities and
allows us to benefit from technological developments that enhance our customer self-service and sales processes.

We outsource our new business and existing policy administration for annuity and life products to Transaction
Applications Group, Inc. Under this arrangement, Transaction Applications Group, Inc. manages all of our call center
and processing requirements. Our current agreement expires in June 2016.

We have partnered with Hooper Holmes, Inc. (“Hooper Holmes”) to implement our life insurance underwriting policies.
Under the terms of the arrangement, Hooper Holmes has assigned FGL a dedicated team of underwriters with Fellow
Life Management Institute designations. Underwriting guidelines for each product are established by our Chief
Underwriting Officer in collaboration with our actuarial department. Our Chief Underwriting Officer and actuarial
department work closely with the applicable reinsurance company to establish or change guidelines. Adherence to
underwriting guidelines is managed at a case level through daily underwriting audits conducted by our Chief
Underwriting Officer as well as the Hooper Holmes lead underwriter. Every three years, underwriting audits are
conducted by our reinsurers. Our current agreement with Hooper Holmes expires in December 2016. We believe that
we have a good relationship with our principal outsource service providers.

Ratings

Our access to funding and our related cost of borrowing, the attractiveness of certain of our products to customers and
requirements for derivatives collateral posting are affected by our credit ratings and insurance financial strength
ratings, which are periodically reviewed by the rating agencies. Financial strength ratings and credit ratings are
important factors affecting public confidence in an insurer and its competitive position in marketing products.

As of September 30, 2015, A.M. Best Company, Fitch, Moody’s and S&P issued financial strength credit and/or
ratings and outlook statements regarding FGLH and its wholly owned insurance subsidiaries, FGLIC and Fidelity &
Guaranty Life Insurance Company of New York (“FGL NY Insurance”), as listed below. Credit ratings represent the
opinions of rating agencies regarding an entity’s ability to repay its indebtedness. Financial strength ratings represent
the opinions of rating agencies regarding the ability of an insurance company to meet its financial obligations under an
insurance policy and generally involve quantitative and qualitative evaluations by rating agencies of a company’s
financial condition and operating performance. Generally, rating agencies base their
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financial strength ratings upon information furnished to them by the insurer and upon their own investigations, studies
and assumptions. Financial strength ratings are based upon factors of concern to policyholders, agents and
intermediaries and are not directed toward the protection of investors. Credit and financial strength ratings are not
recommendations to buy, sell or hold securities and they may be revised or revoked at any time at the sole discretion
of the rating organization.

Following the announcement of the proposed Merger, the rating organizations have undertaken a review of our debt
ratings and our insurance company subsidiaries’ financial strength ratings. The rating organizations may take various
actions, positive or negative, and their actions may not be known until the Merger closes.

S&P A.M. Best Moody's Fitch
Company
Fidelity & Guaranty Life Insurance
Company
Financial Strength Rating BBB- (100f22) B++(50f16) Baa3 (10 of 21) BBB (9 of 21)
Under Review
CreditWatch With . Rating Watch
Outlook . . Positive .
Developing Developing Evolving
Implications
Fidelity & Guaranty Life Insurance
Company of New York
Financial Strength Rating BBB- (100f22) B++(50f16) Not Rated BBB (9 of 21)
Under Review
Outlook CreditW?tch With . Not Rated Rating Watch
Developing Developing Evolving
Implications

Fidelity & Guaranty Life Holdings, Inc.

(Senior Unsecured Notes) BB- (13 of 22) bb+ (11 of 22) Ba3 (13 of 21) BB- (13 of 21)

Under Review

CreditWatch With . Rating Watch
Outlook . . Positive .
Developing Developing Evolving
Implications

In addition to the financial strength ratings, rating agencies use an “outlook statement” to indicate a medium or long
term trend which, if continued, may lead to a rating change. A positive outlook indicates a rating may be raised and a
negative outlook indicates a rating may be lowered. A stable outlook is assigned when ratings are not likely to be
changed. A developing outlook is assigned when a rating may be raised, lowered, or affirmed. Outlooks should not be
confused with expected stability of the issuer’s financial or economic performance. A rating may have a “stable” outlook
to indicate that the rating is not expected to change, but a “stable” outlook does not preclude a rating agency from
changing a rating at any time without notice.

A.M. Best, Fitch, Moody’s and S&P review their ratings of insurance companies from time to time. There can be no
assurance that any particular rating will continue for any given period of time or that it will not be changed or
withdrawn entirely if, in their judgment, circumstances so warrant. While the degree to which ratings adjustments will
affect sales and persistency is unknown, we believe if our ratings were to be negatively adjusted for any reason, we
could experience a material decline in the sales of our products and the persistency of our existing business. See “Item
1A. Risk Factors”.

Potential Impact of a Ratings Downgrade

Under some International Swaps and Derivatives Association, Inc. ("ISDA") agreements, we have agreed to maintain
certain financial strength ratings. A downgrade below these levels provides the counterparty under the agreement the
right to terminate the open derivative contracts between the parties, at which time any amounts payable by us or the
counterparty would be dependent on the market value of the underlying derivative contracts. Our current rating allows
multiple counterparties the right to terminate ISDA agreements, at which time the counterparty would unwind existing
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positions for fair market value. No ISDA agreements have been terminated, although the counterparties have reserved
the right to terminate the ISDA agreements at any time. As of September 30, 2015, the amount at risk for ISDA
agreements which could be terminated based upon our current ratings was $81, which equals the fair value to us of the
open over-the-counter call option positions. The fair value of the call options can never decrease below zero. See
"Item 7A. Quantitative and Qualitative Disclosures about Market Risk-Credit Risk and Counterparty Risk”.
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In certain transactions, we and the counterparty have entered into a collateral support agreement requiring either party
to post collateral when the net exposures exceed predetermined thresholds. These thresholds vary by counterparty and
credit rating. As of September 30, 2015 and 2014, $7 and $188, respectively, of collateral was posted by our
counterparties. Accordingly, the maximum amount of loss due to credit risk that we would incur if parties to the call
options failed completely to perform according to the terms of the contracts was $74 and $108 at September 30, 2015
and 2014, respectively.

If the insurance subsidiaries held net short positions against a counterparty, and the subsidiaries’ financial strength
ratings were below the levels required in the ISDA agreement with the counterparty, the counterparty would demand
immediate further collateralization which could negatively impact overall liquidity. Based on the market value of our
derivatives as of September 30, 2015 and 2014, we hold no net short positions against a counterparty; therefore, there
is currently no potential exposure for us to post collateral.

Risk Management

Risk management is a critical part of our business. We seek to assess risk to our business through a formalized process
involving (i) identifying short-term and long-term strategic and operational objectives, (ii) development of risk
appetite statements that establish what the company is willing to accept in terms of risks to achieving its goals and
objectives, (iii) identifying the levers that control the risk appetite of the company, (iv) establishing the overall limits
of risk acceptable for a given risk driver, (v) establishing operational risk limits that are aligned with the tolerances,
(vi) assigning risk limit quantification and mitigation responsibilities to individual team members within functional
groups, (vii) analyzing the potential qualitative and quantitative impact of individual risks, including but not limited to
stress and scenario testing covering over 8 economic and insurance related risks, (viii) mitigating risks by appropriate
actions and (ix) identifying, documenting and communicating key business risks in a timely fashion.

The responsibility for monitoring, evaluating and responding to risk is assigned first to our management and
employees, second to those occupying specialist functions, such as legal compliance and risk teams, and third to those
occupying supervisory functions, such as internal audit and the board of directors.

Reinsurance

FGL both cedes reinsurance and assumes reinsurance from other insurance companies. We use reinsurance both to
diversify risks and manage loss exposures. For instance, we have sought reinsurance coverage in order to limit our
exposure to mortality losses and enhance our capital position. The portion of risks exceeding our retention limit is
reinsured with other insurers. The use of reinsurance permits us to write policies in excess of amounts we would
typically seek to retain, and also to write a larger volume of new business.

In instances where we are the ceding company, we pay a premium to a reinsurer in exchange for the reinsurer
assuming a portion of our liabilities under the policies we issued. Use of reinsurance does not discharge our liability as
the ceding company because we remain directly liable to our policyholders and are required to pay the full amount of
our policy obligations in the event that our reinsurers fail to satisfy their obligations. We collect reimbursement from
our reinsurers when we pay claims on policies that are reinsured. In instances where we assume reinsurance from
another insurance company, we accept, in exchange for a reinsurance premium, a portion of the liabilities of the other
insurance company under the policies that the ceding company has issued to its policyholders.

We monitor the credit risk related to the ability of our reinsurers to honor their obligations under various agreements.
To minimize the risk of credit loss on such contracts, we generally diversify our exposures among many reinsurers
and limit the amount of exposure to each based on financial strength ratings, which are reviewed at least quarterly.
See “Item 1A. Risk Factors” for further discussion of reinsurance credit risk.

Wilton Re Transaction

On January 26, 2011, FGL entered into an agreement (the “Commitment Agreement”’) with Wilton Re U.S. Holdings,
Inc. (“Wilton”), pursuant to which Wilton agreed to cause Wilton Re, its wholly owned subsidiary, to enter into certain
coinsurance arrangements with FGLIC following the closing of the FGLH Acquisition. Pursuant to the Commitment
Agreement, Wilton Re has reinsured a 100% quota share of certain of FGLIC’s policies that
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are subject to redundant reserves under Regulation XXX and Guideline AXXX, as well as another block of FGLIC’s
in-force traditional, and IUL insurance policies.

Wilton Re’s reinsurance of such FGLIC policies has not extinguished FGLIC’s liability with respect to such business
because FGLIC remains directly liable to policyholders and is required to pay the full amount of its policy obligations
in the event that Wilton Re fails to satisfy its obligations with respect to the reinsured business.

The Front Street Reinsurance Transactions

On December 31, 2012, following regulatory approval, FGLIC entered into a coinsurance agreement (the “Cayman
Reinsurance Agreement”) with FSRCI, at the time, an indirectly wholly owned subsidiary of FGL. Pursuant to the
Cayman Reinsurance Agreement, FSRCI reinsured a 10% quota share percentage of certain FGLIC annuity liabilities
of approximately $1 billion. As of September 30, 2015, ceded reserves are $1 billion. Under the terms of the
agreement, FSRCI paid an initial ceding allowance of $15 which was determined to be fair and reasonable according
to an independent third-party actuarial firm. The coinsurance agreement is on a funds withheld basis, meaning that
funds are withheld by FGLIC from the coinsurance premium owed to FSRCI as collateral for FSRCI’s payment
obligations. Accordingly, the collateral assets remain under the ultimate ownership of FGLIC. The effects of this
transaction were eliminated in our consolidated financial statements for the period January 1, 2013 through August 9,
2013. See "Note 13. Reinsurance" to our audited Consolidated Financial Statements.

Effective September 17, 2014, FGLIC entered into a second reinsurance treaty with FSRCI whereby FGLIC ceded
30% of any new business of its multi-year guaranteed annuity ("MYGA") block of business on a funds withheld basis.
This treaty was subsequently terminated as to new business effective April 30, 2015, but will remain in effect for
policies ceded to FSRCI with an effective date between September 17, 2014 and April 30, 2015. Accordingly, policies
issued with an effective date of May 1, 2015 and later will not be ceded to FSRCI.

Reserve Facilities

Life insurance companies operating in the United States must calculate required reserves for life and annuity policies
based on statutory principles. These methodologies are governed by “Regulation XXX (applicable to term life
insurance policies), “Guideline AXXX” (applicable to universal life insurance policies with secondary guarantees) and
the Commissioners Annuity Reserve Valuation Method, known as “CARVM?” (applicable to annuities). Under
Regulation XXX, Guideline AXXX and CARVM, insurers are required to establish statutory reserves for such
policies that exceed economic reserves. The industry has reduced or eliminated redundancies thereby increasing
capital using a variety of techniques including reserve facilities.

The CARVM Facility. On October 5, 2012, FGLIC entered into a yearly renewable term indemnity reinsurance
agreement with Raven Reinsurance Company ("Raven Re"), a wholly owned subsidiary of FGLIC (the “Raven
Reinsurance Agreement”), pursuant to which FGLIC ceded a 100% quota share of its CARVM liability for annuity
benefits where surrender charges are waived. To collateralize its obligations under the Raven Reinsurance Agreement,
Raven Re entered into a reimbursement agreement with Nomura Bank International plc (“NBI”), an affiliate of Nomura
Securities International, Inc., and FGL (the “Reimbursement Agreement”) whereby a subsidiary of NBI issued trust
notes and NBI issued a $295 letter of credit that, in each case, were deposited into a reinsurance trust as collateral for
Raven Re’s obligations under the Raven Reinsurance Agreement (the “NBI Facility”). Pursuant to the NBI Facility,
FGLIC takes full credit on its statutory financial statements for the CARVM reserve ceded to Raven Re. The letter of
credit facility automatically reduces each calendar quarter by $6. As of September 30, 2015, there was $226 available
under the letter of credit facility. The NBI Facility will terminate on September 30, 2017, although the facility may
terminate earlier, in accordance with the terms of the Reimbursement Agreement. Under the terms of the
Reimbursement Agreement, in the event the letter of credit is drawn upon, Raven Re is required to repay the amounts
utilized, and FGLH is obligated to repay the amounts utilized if Raven Re fails to make the required reimbursement.
FGLH also is required to make capital contributions to Raven Re in the event that Raven Re’s statutory capital and
surplus falls below certain defined levels. As of December 31, 2014, Raven Re’s statutory capital and surplus was $22
in excess of the minimum level required under the Reimbursement Agreement.

See “Item 7A. Quantitative and Qualitative Disclosures About Market Risk-Credit Risk and Counterparty Risk”.
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Other Agreements

The F&G Stock Purchase Agreement included a Guarantee and Pledge Agreement, which created a security interest in
the equity of FGLH and FGLH’s equity interest in FGL Insurance for the benefit of OM Group (UK) Limited
(“OMGUK?”) in the event that FGL failed to perform certain obligations under the F&G Stock Purchase Agreement. In
the third quarter of 2015, in connection with the settlement of the litigation amongst the Company, HRG and
OMGUK, the Guarantee and Pledge Agreement was terminated, and the Company was released from its obligations
thereunder.

Regulation

Overview

FGLIC, FGL NY Insurance and Raven Re are subject to comprehensive regulation and supervision in their domiciles,
Iowa, New York and Vermont, respectively, and in each state in which they do business. FGLIC does business
throughout the United States, except for New York. FGL NY Insurance only does business in New York. Raven Re is
a special purpose captive reinsurance company that only provides reinsurance to FGLIC under the CARVM Treaty.
Following its redomestication to lowa, FGLIC’s principal insurance regulatory authority is the IID. State insurance
departments throughout the United States also monitor FGLIC’s insurance operations as a licensed insurer. The New
York State Department of Financial Services (“NYDFS”) regulates the operations of FGL NY Insurance, which is
domiciled and licensed in New York. The purpose of these regulations is primarily to protect policyholders and
beneficiaries and not general creditors and shareholders of those insurers. Many of the laws and regulations to which
FGLIC and FGL NY Insurance are subject are regularly re-examined and existing or future laws and regulations may
become more restrictive or otherwise adversely affect their operations.

Generally, insurance products underwritten by and rates used by FGLIC and FGL NY Insurance must be approved by
the insurance regulators in each state in which they are sold. Those products are also substantially affected by federal
and state tax laws. For example, changes in tax law could reduce or eliminate the tax-deferred accumulation of
earnings on the deposits paid by the holders of annuities and life insurance products, which could make such products
less attractive to potential purchasers. A shift away from life insurance and annuity products could reduce FGLIC’s and
FGL NY Insurance’s income from the sale of such products, as well as the assets upon which FGLIC and FGL NY
Insurance earn investment income. In addition, insurance products may also be subject to the Employee Retirement
Income Security Act of 1974 ("ERISA").

State insurance authorities have broad administrative powers over FGLIC and FGL NY Insurance with respect to all
aspects of the insurance business including:

ticensing to transact business;

ficensing agents;

prescribing which assets and liabilities are to be considered in determining statutory surplus;

regulating premium rates for certain insurance products;

approving policy forms and certain related materials;

determining whether a reasonable basis exists as to the suitability of the annuity purchase recommendations producers
make;

regulating unfair trade and claims practices;

establishing reserve requirements and solvency standards;

regulating the amount of dividends that may be paid in any year;

regulating the availability of reinsurance or other substitute financing solutions, the terms thereof and the ability of an
tnsurer to take credit on its financial statements for insurance ceded to reinsurers or other substitute financing
solutions;

o

fixing maximum interest rates on life insurance policy loans and minimum accumulation or surrender values; and
regulating the type, amounts, and valuations of investments permitted, transactions with affiliates, and other matters.
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Financial Regulation

State insurance laws and regulations require FGLIC, FGL NY Insurance and Raven Re to file reports, including
financial statements, with state insurance departments in each state in which they do business, and their operations and
accounts are subject to examination by those departments at any time. FGLIC, FGL NY Insurance and Raven Re
prepare statutory financial statements in accordance with accounting practices and procedures prescribed or permitted
by these departments.

The National Association of Insurance Commissioners ("NAIC") has approved a series of statutory accounting
principles and various model regulations that have been adopted, in some cases with certain modifications, by all state
insurance departments. These statutory principles are subject to ongoing change and modification. For instance, the
NAIC adopted, effective with the annual reporting period ending December 31, 2010, revisions to the Annual
Financial Reporting Model Regulation (or the Model Audit Rule) related to auditor independence, corporate
governance and internal control over financial reporting. These revisions require that insurance companies, such as
FGLIC and FGL NY Insurance, file reports with state insurance departments regarding their assessments of internal
control over financial reporting. Moreover, compliance with any particular regulator’s interpretation of a legal or
accounting issue may not result in compliance with another regulator’s interpretation of the same issue, particularly
when compliance is judged in hindsight. Any particular regulator’s interpretation of a legal or accounting issue may
change over time to FGLIC’s or FGL NY Insurance’s detriment, or changes to the overall legal or market environment,
even absent any change of interpretation by a particular regulator, may cause FGLIC and FGL NY Insurance to
change their views regarding the actions they need to take from a legal risk management perspective, which could
necessitate changes to FGLIC’s or FGL NY Insurance’s practices that may, in some cases, limit their ability to grow
and improve profitability.

State insurance departments conduct periodic examinations of the books and records, financial reporting, policy and
rate filings, market conduct and business practices of insurance companies domiciled in their states, generally once
every three to five years. Examinations are generally carried out in cooperation with the insurance departments of
other states under guidelines promulgated by the NAIC. State insurance departments also have the authority to
conduct examinations of non-domiciliary insurers that are licensed in their states. The Maryland Insurance
Administration (“MIA”) completed a routine financial examination of FGLIC for the three-year period ended
December 31, 2012, and found no material deficiencies and proposed no adjustments to the financial statements as
filed. The NYDFS completed a routine financial examination of FGL NY for the three-year period ended December
31, 2009, and found no material deficiencies and proposed no adjustments to the financial statements as filed. The
NYDEFS is in the process of completing a routine financial examination of FGL NY Insurance for the three-year
periods ended December 31, 2012.

Additionally, the Vermont Department of Financial Regulation has completed a routine financial examination of
Raven Re for the period from April 7, 2011 (commencement of business) through December 31, 2012. It found no
material deficiencies and proposed no adjustments to the financial statements as filed.

Going forward, FGLIC will be subject to financial and market conduct examinations by the IID, the primary
regulatory authority for lowa domestic life insurance companies.

Dividend and Other Distribution Payment Limitations

The Iowa insurance law and the New York insurance law regulate the amount of dividends that may be paid in any
year by FGLIC and FGL NY Insurance, respectively. Each year, FGLIC and FGL NY Insurance may pay a certain
limited amount of ordinary dividends or other distributions without being required to obtain the prior consent of the
Iowa Insurance Commissioner (“lowa Commissioner”) or the NYDEFS, respectively. However, to pay any dividends or
distributions (including the payment of any dividends or distributions for which prior consent is not required), FGLIC
and FGL NY Insurance must provide advance written notice to the lowa Commissioner or the NYDFS, respectively.
Pursuant to Iowa insurance law, ordinary dividends are payments, together with all other such payments within the
preceding twelve months, that do not exceed the greater of (i) 10% of FGLIC’s statutory surplus as regards
policyholders as of December 31 of the preceding year; or (ii) the net gain from operations of FGLIC (excluding
realized capital gains) for the 12-month period ending December 31 of the preceding year.

Dividends in excess of FGLIC’s ordinary dividend capacity are referred to as extraordinary and require prior approval
of the lowa Commissioner. In deciding whether to approve a request to pay an extraordinary dividend, lowa insurance
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law requires the lowa Commissioner to consider the effect of the dividend payment on FGLIC’s
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surplus and financial condition generally and whether the payment of the dividend will cause FGLIC to fail to meet its
required RBC ratio. Dividends may only be paid out of statutory earned surplus.
In recent calendar years, FGLIC has had the dividend capacity and paid dividends to us as set forth in this table:

2015 2014 2013 2012 2011
FGLIC Ordinary Dividend Capacity $121 $124 $106 $85 $90
FGLIC Ordinary Dividends Paid — — 40 40 40
Any payment of dividends by FGLIC is subject to the regulatory restrictions described above and the approval of such
payment by the board of directors of FGLIC, which must consider various factors, including general economic and
business conditions, tax considerations, FGLIC’s strategic plans, financial results and condition, FGLIC’s expansion
plans, any contractual, legal or regulatory restrictions on the payment of dividends and its effect on RBC and such
other factors the board of directors of FGLIC considers relevant. For example, payments of dividends could reduce
FGLIC’s RBC and financial condition and lead to a reduction in FGLIC’s financial strength rating. See “Item 1A. Risk
Factors-Risks Relating to Our Business-A financial strength ratings downgrade, potential downgrade, or any other
negative action by a rating agency could make our products less attractive and increase our cost of capital, and thereby
adversely affect our financial condition and results of operations”.
FGL NY Insurance has historically not paid dividends. In 2012, FGL NY Insurance paid a $4 dividend to FGLIC after
a determination that, as a result of capital contributions by FGLIC, FGL NY Insurance was overcapitalized.
Surplus and Capital
FGLIC and FGL NY Insurance are subject to the supervision of the regulators in states where they are licensed to
transact business. Regulators have discretionary authority in connection with the continuing licensing of these entities
to limit or prohibit sales to policyholders if, in their judgment, the regulators determine that such entities have not
maintained the minimum surplus or capital or that the further transaction of business will be hazardous to
policyholders.
Risk-Based Capital
In order to enhance the regulation of insurers’ solvency, the NAIC adopted a model law to implement RBC
requirements for life, health and property and casualty insurance companies. All states have adopted the NAIC’s model
law or a substantially similar law. RBC is used to evaluate the adequacy of capital and surplus maintained by an
insurance company in relation to risks associated with: (i) asset risk, (ii) insurance risk, (iii) interest rate risk, and
(iv) business risk. In general, RBC is calculated by applying factors to various asset, premium and reserve items,
taking into account the risk characteristics of the insurer. Within a given risk category, these factors are higher for
those items with greater underlying risk and lower for items with lower underlying risk. The RBC formula is used as
an early warning regulatory tool to identify possible inadequately capitalized insurers for purposes of initiating
regulatory action, and not as a means to rank insurers generally. Insurers that have less statutory capital than the RBC
calculation requires are considered to have inadequate capital and are subject to varying degrees of regulatory action
depending upon the level of capital inadequacy. As of the most recent annual statutory financial statements filed with
insurance regulators, the RBC ratios for FGLIC and FGL NY Insurance each exceeded the minimum RBC
requirements.

19

27



Edgar Filing: Fidelity & Guaranty Life - Form 10-K

Nevertheless, it may be desirable to maintain an RBC ratio in excess of the minimum requirements in order to
maintain or improve our financial strength ratings. Our historical RBC ratios are presented in the table below. See
“Item 1A. Risk Factors-Risks Relating to Our Business-A financial strength ratings downgrade, potential downgrade,
or any other negative action by a rating agency could make our product offerings less attractive and increase our cost
of capital, and thereby adversely affect our financial condition and results of operations”.

RBC Ratio
As of:
December 31, 2014 388 %
December 31, 2013 423 %
December 31, 2012 406 %
December 31, 2011 371 %

Insurance Regulatory Information System Tests

The NAIC has developed a set of financial relationships or tests known as the Insurance Regulatory Information
System ("IRIS") to assist state regulators in monitoring the financial condition of U.S. insurance companies and
identifying companies that require special attention or action by insurance regulatory authorities. A ratio falling
outside the prescribed “usual range” is not considered a failing result. Rather, unusual values are viewed as part of the
regulatory early monitoring system. In many cases, it is not unusual for financially sound companies to have one or
more ratios that fall outside the usual range. Insurance companies generally submit data annually to the NAIC, which
in turn analyzes the data using prescribed financial data ratios, each with defined “usual ranges”. Generally, regulators
will begin to investigate or monitor an insurance company if its ratios fall outside the usual ranges for four or more of
the ratios. IRIS consists of a statistical phase and an analytical phase whereby financial examiners review insurers’
annual statements and financial ratios. The statistical phase consists of 12 key financial ratios based on year-end data
that are generated from the NAIC database annually; each ratio has a “usual range” of results. As of December 31, 2014,
FGLIC, FGL NY Insurance and Raven Re each had two ratios outside the usual range. FGLIC and Raven Re's IRIS
ratio for change in premiums was outside the usual range. FGLIC and FGL NY Insurance's IRIS ratio for change in
reserving was outside the usual range. In addition, FGL NY Insurance and Raven Re’s adequacy of investment income
also fell outside of the usual range.

In all instances in prior years, regulators have been satisfied upon follow-up that no regulatory action was required.
FGLIC, FGL NY Insurance and Raven Re are not currently subject to regulatory restrictions based on these ratios.
Insurance Reserves

State insurance laws require insurers to analyze the adequacy of reserves. The respective appointed actuaries for
FGLIC, FGL NY Insurance and Raven Re must each submit an opinion on an annual basis that their respective
reserves, when considered in light of the respective assets FGLIC, FGL NY Insurance and Raven Re hold with respect
to those reserves, make adequate provision for the contractual obligations and related expenses of FGLIC, FGL NY
Insurance and Raven Re. FGLIC, FGL NY Insurance and Raven Re have filed all of the required opinions with the
insurance departments in the states in which they do business.

Credit for Reinsurance Regulation

States regulate the extent to which insurers are permitted to take credit on their financial statements for the financial
obligations that the insurers cede to reinsurers. Where an insurer cedes obligations to a reinsurer which is neither
licensed nor accredited by the state insurance department, the ceding insurer is not permitted to take such financial
statement credit unless the unlicensed or unaccredited reinsurer secures the liabilities it will owe under the reinsurance
contract. Under the laws regulating credit for reinsurance issued by such unlicensed or unaccredited reinsurers, the
permissible means of securing such liabilities are (i) the establishment of a trust account by the reinsurer to hold
certain qualifying assets in a qualified U.S. financial institution, such as a member of the Federal Reserve, with the
ceding insurer as the exclusive beneficiary of such trust account with the unconditional right to demand, without
notice to the reinsurer, that the trustee pay over to it the assets in the trust account equal to the liabilities owed by the
reinsurer; (ii) the posting of an unconditional and irrevocable letter of credit by a qualified U.S. financial institution in
favor of the ceding company allowing the ceding company to draw upon the letter of credit up to the amount of the
unpaid liabilities of the reinsurer and (iii) a “funds withheld” arrangement by which
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the ceding company withholds transfer to the reinsurer of the reserves which support the liabilities to be owed by the
reinsurer, with the ceding insurer retaining title to and exclusive control over such reserves. In addition, on January 1,
2014, the NAIC Model Credit for Reinsurance Act became effective in lowa, which adds the concept of “certified
reinsurer”’, whereby a ceding insurer may take financial statement credit for reinsurance provided by an unaccredited
and unlicensed reinsurer which has been certified by the lowa Commissioner. The lowa Commissioner certifies
reinsurers based on several factors, including their financial strength ratings, and imposes collateral requirements
based on such factors. FGLIC and FGL NY Insurance are subject to such credit for reinsurance rules in lowa and New
York, respectively, insofar as they enter into any reinsurance contracts with reinsurers which are neither licensed nor
accredited in lowa and New York, respectively.

Insurance Holding Company Regulation

As the parent company of FGLIC and the indirect parent company of FGL NY Insurance, we and entities affiliated for
purposes of insurance regulation are subject to the insurance holding company laws in Iowa and New York. These
laws generally require each insurance company directly or indirectly owned by the holding company to register with
the insurance department in the insurance company’s state of domicile and to furnish annually financial and other
information about the operations of companies within the holding company system. Generally, all transactions
between insurers and affiliates within the holding company system are subject to regulation and must be fair and
reasonable, and may require prior notice and approval or non-disapproval by its domiciliary insurance regulator.

Most states, including Iowa and New York, have insurance laws that require regulatory approval of a direct or indirect
change of control of an insurer or an insurer’s holding company. Such laws prevent any person from acquiring control,
directly or indirectly, of HRG, FGL, FGLH, FGLIC or FGL NY Insurance unless that person has filed a statement
with specified information with the insurance regulators and has obtained their prior approval. In addition, investors
deemed to have a direct or indirect controlling interest are required to make regulatory filings and respond to
regulatory inquiries. Under most states’ statutes, including those of Iowa and New York, acquiring 10% or more of the
voting stock of an insurance company or its parent company is presumptively considered a change of control,
although such presumption may be rebutted. Accordingly, any person who acquires 10% or more of our voting
securities or that of HRG, FGL, FGLH, FGLIC or FGL NY Insurance without the prior approval of the insurance
regulators of Iowa and New York will be in violation of those states’ laws and may be subject to injunctive action
requiring the disposition or seizure of those securities by the relevant insurance regulator or prohibiting the voting of
those securities and to other actions determined by the relevant insurance regulator.

Insurance Guaranty Association Assessments

Each state has insurance guaranty association laws under which insurers doing business in the state may be assessed
by state insurance guaranty associations for certain obligations of insolvent insurance companies to policyholders and
claimants. Typically, states assess each member insurer in an amount related to the member insurer’s proportionate
share of the business written by all member insurers in the state. Although no prediction can be made as to the amount
and timing of any future assessments under these laws, FGLIC and FGL NY Insurance have established reserves that
they believe are adequate for assessments relating to insurance companies that are currently subject to insolvency
proceedings.

Market Conduct Regulation

State insurance laws and regulations include numerous provisions governing the marketplace activities of insurers,
including provisions governing the form and content of disclosure to consumers, illustrations, advertising, sales and
complaint process practices. State regulatory authorities generally enforce these provisions through periodic market
conduct examinations. In addition, FGLIC and FGL NY Insurance must file, and in many jurisdictions and for some
lines of business obtain regulatory approval for, rates and forms relating to the insurance written in the jurisdictions in
which they operate. FGLIC is currently the subject of ten ongoing market conduct examinations in various states.
Market conduct examinations can result in monetary fines or remediation and generally require FGLIC to devote
significant resources to the management of such examinations. FGLIC does not believe that any of the current market
conduct examinations it is subject to will result in any fines or remediation orders that will be material to its business.
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Regulation of Investments

FGLIC and FGL NY Insurance are subject to state laws and regulations that require diversification of their investment
portfolios and limit the amount of investments in certain asset categories, such as below investment grade fixed
income securities, equity, real estate, other equity investments and derivatives. Failure to comply with these laws and
regulations would cause investments exceeding regulatory limitations to be treated as either non-admitted assets for
purposes of measuring surplus or as not qualified as an asset held for reserve purposes and, in some instances, would
require divestiture or replacement of such non-qualifying investments. We believe that the investment portfolios of
FGLIC and FGL NY Insurance as of September 30, 2015 complied in all material respects with such regulations.
Privacy Regulation

Our operations are subject to certain federal and state laws and regulations that require financial institutions and other
businesses to protect the security and confidentiality of personal information, including health-related and customer
information, and to notify customers and other individuals about their policies and practices relating to their collection
and disclosure of health-related and customer information and their practices relating to protecting the security and
confidentiality of such information. These laws and regulations require notice to affected individuals, law enforcement
agencies, regulators and others if there is a breach of the security of certain personal information, including social
security numbers, and require holders of certain personal information to protect the security of the data. Our
operations are also subject to certain federal regulations that require financial institutions and creditors to implement
effective programs to detect, prevent, and mitigate identity theft. In addition, our ability to make telemarketing calls
and to send unsolicited e-mail or fax messages to consumers and customers and our uses of certain personal
information, including consumer report information, are regulated. Federal and state governments and regulatory
bodies may be expected to consider additional or more detailed regulation regarding these subjects and the privacy
and security of personal information.

FIAs

In recent years, the U.S. Securities and Exchange Commission ("SEC") and state securities regulators have questioned
whether FIAs, such as those sold by us, should be treated as securities under the federal and state securities laws rather
than as insurance products exempted from such laws. Treatment of these products as securities would require
additional registration and licensing of these products and the agents selling them, as well as cause us to seek
additional marketing relationships for these products, any of which may impose significant restrictions on our ability
to conduct operations as currently operated. Under the Dodd-Frank Act, annuities that meet specific requirements,
including requirements relating to certain state suitability rules, are specifically exempted from being treated as
securities by the SEC. We expect that the types of FIAs FGLIC and FGL NY Insurance sell will meet these
requirements and therefore are exempt from being treated as securities by the SEC and state securities regulators.
However, there can be no assurance that federal or state securities laws or state insurance laws and regulations will not
be amended or interpreted to impose further requirements on FIAs.

The Dodd-Frank Act

The Dodd-Frank Act makes sweeping changes to the regulation of financial services entities, products and markets.
Certain provisions of the Dodd-Frank Act are or may become applicable to us, our competitors or those entities with
which we do business, including, but not limited to:

the establishment of federal regulatory authority over derivatives;

the establishment of consolidated federal regulation and resolution authority over systemically important financial
services firms;

the establishment of the Federal Insurance Office;

changes to the regulation of broker dealers and investment advisors;

changes to the regulation of reinsurance;

changes to regulations affecting the rights of shareholders;

the imposition of additional regulation over credit rating agencies;

o

the imposition of concentration limits on financial institutions that restrict the amount of credit that may be extended
to a single person or entity; and

the clearing of derivative contracts.
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Numerous provisions of the Dodd-Frank Act require the adoption of implementing rules or regulations. In addition,
the Dodd-Frank Act mandates multiple studies, which could result in additional legislation or regulation applicable to
the insurance industry, us, our competitors or those entities with which we do business. Legislative or regulatory
requirements imposed by or promulgated in connection with the Dodd-Frank Act may impact us in many ways,
including, but not limited to:

placing us at a competitive disadvantage relative to our competition or other financial services entities;

changing the competitive landscape of the financial services sector or the insurance industry;

making it more expensive for us to conduct our business;

requiring the reallocation of significant company resources to government affairs;

tncreasing our legal and compliance related activities and the costs associated therewith; or

otherwise having a material adverse effect on the overall business climate as well as our financial condition and
results of operations.

Until various studies are completed and final regulations are promulgated pursuant to the Dodd-Frank Act, the full
impact of the Dodd-Frank Act on investments, investment activities and insurance and annuity products of FGLIC and
FGL NY Insurance remains unclear.

ERISA

We may offer certain insurance and annuity products to employee benefit plans governed by ERISA and/or the Code,
including group annuity contracts designated to fund tax-qualified retirement plans. ERISA and the Code provide
(among other requirements) standards of conduct for employee benefit plan fiduciaries, including investment
managers and investment advisers with respect to the assets of such plans, and holds fiduciaries liable if they fail to
satisfy fiduciary standards of conduct. Generally, we maintain policies and procedures that are intended to limit the
circumstances under which FGL or any insurance subsidiary could be deemed a fiduciary with respect to plans
covered by ERISA and/or the Code, or to the extent that they may be deemed to have such fiduciary status, to ensure
compliance with applicable requirements of ERISA and/or the Code.

In 1993, the U.S. Supreme Court issued an opinion in John Hancock Mutual Life Insurance Co. v. Harris Trust and
Savings Bank, holding that certain contractholder funds held by John Hancock Mutual Life Insurance Company in its
general account under a participating group annuity contract were “plan assets”, and therefore, subject to ERISA’s
fiduciary provisions. However, under Section 401(b)(2) of ERISA, if an insurance company issues a guaranteed
benefit policy to a plan, the assets of the plan are deemed to include the policy, but do not, solely by reason of the
issuance of the policy, include any assets of the insurance company. Section 401(b)(2)(B) of ERISA defines the term
“guaranteed benefit policy” to mean an insurance policy or contract to the extent such policy or contract provides for
benefits the amount of which is guaranteed by the insurer. FGL and its insurance subsidiaries intend that their annuity
contracts and life insurance policies qualify as guaranteed benefit policies as defined by Section 401(b)(2)(B) as
further interpreted by court decisions and the U.S. Department of Labor ("DOL").

Employees

As of September 30, 2015, we had approximately 220 employees. We believe that we have a good relationship with
our employees. In addition, our voluntary attrition has been below 9% for the past four years, which is also an
indicator of an engaged and motivated workforce.

FGL Available Information

FGL’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
amendments to reports filed pursuant to Sections 13(a) and 15(d) of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”) are made available, free of charge, on or through the “Investor Relations” portion of our Internet
website https://home.fglife.com. The public may read and copy any materials that the Company has filed with the
SEC at the SEC's Public Reference Room located at 100 F Street, NE, Washington, D.C. 20549. The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 800-SEC-0330. Reports filed
with or furnished to the SEC will also be available as soon as reasonably practicable after they are filed with or
furnished to the SEC and are available over the Internet at the SEC's website at http://www.sec.gov.
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Item 1A. Risk Factors

In addition to the other information set forth in this Annual Report on Form 10-K, you should carefully consider the
following factors which could have a material adverse effect on our business, financial condition, results of operations
or stock price. The risks below are not the only risks we face. Additional risks and uncertainties not currently known
to us or that we currently deem to be immaterial may also adversely affect our business, financial condition.

Risk factors related to the proposed merger with Anbang are as follows:

The Merger is subject to various closing conditions, including regulatory approvals

On November 8, 2015, FGL entered into an Agreement and Plan of Merger (the “Merger Agreement”), by and among
FGL, Anbang Insurance Group Co., Ltd., a joint-stock insurance company established in the People’s Republic of
China (“Anbang”), AB Infinity Holding, Inc., a Delaware corporation and a wholly-owned subsidiary of Anbang
(“Parent”), and AB Merger Sub, Inc., a Delaware corporation and a newly formed, wholly-owned subsidiary of Parent
(“Merger Sub”). Completion of the Merger is subject to various closing conditions, including, but not limited to, (1) the
information statement to be filed by FGL with the SEC in connection with the Merger shall have been cleared by the
SEC and shall have been sent to stockholders of FGL (in accordance with Regulation 14C under the Exchange Act at
least 20 days prior to the closing, (2) the absence of any law or order enacted, issued or enforced that is in effect and
that makes the consummation of the Merger illegal, prevents, prohibits, restrains or enjoins the consummation of the
Merger and (3) obtaining the requisite approvals from the Iowa Insurance Division, New York Department of
Financial Services, Vermont Department of Financial Regulation, China Insurance Regulatory Commission and the
Committee on Foreign Investment in the United States. A number of the closing conditions are outside of our control
and we cannot predict with certainty whether all of the required closing conditions will be satisfied or waived or if
other uncertainties may arise. In addition, regulators could impose additional requirements or obligations as conditions
for their approvals, which may be burdensome. Despite our best efforts, we may not be able to satisfy the various
closing conditions or obtain the necessary waivers or approvals in a timely fashion or at all, in which case the Merger
would be prevented or delayed.

Failure to timely complete the Merger could adversely impact our stock price, business, financial condition and results
of operations

A failure to complete the Merger on a timely basis or at all could result in negative publicity and cause the price of our
common stock to decline, in particular because our current stock price reflects a market assumption that the Merger
will occur. In addition, as a result of the announcement of the Merger Agreement, trading in our stock has increased
substantially. If the Merger is not consummated, the investment goals of our stockholders may be materially different
than those of our stockholders on a pre-Merger announcement basis. In addition, we will remain liable for significant
transaction costs that will be payable even if the Merger is not completed and could also be required to pay a
termination fee to Anbang in specific circumstances.

The pending Merger and operating restrictions contained in the Merger Agreement could adversely affect our business
and operations

The proposed Merger and certain interim operating covenants that govern the conduct of our business during the
pendency of the Merger could cause disruptions to the Company’s business and business relationships, which could
have an adverse impact on the Company’s results of operations, liquidity and financial condition. For example, the
attention of the Company’s management may be directed to Merger-related considerations, the Company’s current and
prospective employees may experience uncertainty about their future roles with the Company, which may adversely
affect our ability to retain and hire key personnel, and parties with which the Company has business relationships,
including customers, potential customers and distributors, may experience uncertainty as to the future of such
relationships and seek alternative relationships or seek to alter their present business relationships with us in a manner
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that negatively impacts the Company.

Shareholder litigation against the Company, our directors and/or Anbang could delay or prevent the Merger and cause
us to incur significant costs and expenses

Transactions such as the Merger are often subject to lawsuits by shareholders. Conditions to the closing of the Merger
require that no law or order must have been enacted, issued or enforced and in effect, that would make
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the consummation of the Merger illegal, prevent, prohibit, restrain or enjoin the consummation of the Merger. We
cannot provide assurance as to the outcome of any potential lawsuits, including the costs associated with defending
the claims or any other liabilities that may be incurred in connection with the litigation or settlement of lawsuits.

Risks Relating to Our Business

Our results of operations and financial condition depend on the accuracy of a broad range of assumptions and
estimates made by our management.

We make certain assumptions and estimates regarding mortality, persistency, expenses, interest rates, tax liability,
business mix, frequency of claims, contingent liabilities, investment performance and other factors related to our
business and anticipated results. We rely on these assumptions and estimates to determine the amounts of deferred
acquisition cost (“DAC”) and value of business acquired (“VOBA”), policy liabilities and accruals, future earnings and
various components of our consolidated balance sheet. These assumptions are also used in making decisions crucial to
the operation of our business, including the pricing of products and expense structures related to products. The
calculations we use to estimate various components of our balance sheet and consolidated statement of operations are
necessarily complex and involve analyzing and interpreting large quantities of data. The assumptions and estimates
required for these calculations involve judgment and by their nature are imprecise and subject to changes and
revisions over time. These assumptions and estimates incorporate many factors, none of which can be predicted with
certainty. To the extent our actual experience and changes in estimates differ from original estimates and assumptions,
our business, Consolidated Statement of Operations and financial condition may be materially adversely affected.
Accordingly, our results may be adversely affected by changes resulting from implementing more sophisticated
administrative systems and procedures that facilitate the calculation of more precise estimates.

We have minimal experience to date on policyholder behavior for our GMWB products which we began issuing in
2008; as a result, future experience could lead to significant changes in our assumptions. If emerging experience
deviates from our assumptions on GMWB utilization, it could have a significant effect on our reserve levels and
related results of operations. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations-Critical Accounting Policies and Estimates”.

Our financial condition and results of operations could be adversely impacted if our assumptions regarding the fair
value and future performance of our investments differ from actual experience.

We make assumptions regarding the fair value and expected future performance of our investments. It is possible that
actual values will differ from our assumptions. Such events could result in a material change in the value of our
investments, business, operations and financial condition.

For example, expectations that our investments in RMBS and CMBS will continue to perform in accordance with
their contractual terms are based on assumptions a market participant would use in determining the current fair value
and considering the performance of the underlying assets. We have non-agency RMBS holdings of $2 billion as of
September 30, 2015. It is possible that the collateral underlying these investments will not meet performance
expectations and the lower performance levels may lead to adverse changes in the cash flows on our holdings of these
types of securities. This could lead to potential future other-than-temporary impairments ("OTTI") within our portfolio
of these securities. In addition, expectations that our investments in corporate securities or debt obligations will
continue to perform in accordance with their contractual terms are based on evidence gathered through our normal
credit surveillance process. It is possible that issuers of corporate securities in which we have invested will perform
worse than current expectations. Such events may lead us to recognize potential future OTTI within our portfolio of
corporate securities. We recorded OTTI charges of approximately $82 and $1 for the fiscal years ended September 30,
2015 and 2014, respectively. It is also possible that unanticipated events would lead us to dispose of certain of those
holdings and recognize the effects of any market movements in our financial statements.

A financial strength ratings downgrade, potential downgrade, or any other negative action by a rating agency, could
make our product offerings less attractive and increase our cost of capital, and thereby adversely affect our financial
condition and results of operations.

Various nationally recognized rating agencies review the financial performance and condition of insurers, including
our insurance subsidiaries, and publish their financial strength ratings as indicators of an insurer’s ability to meet
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in our products, our ability to market our products and our competitive position. Any downgrade or other negative
action by a rating agency with respect to the financial strength ratings of our insurance subsidiaries could have a
materially adverse effect on us in many ways, including the following:

adversely affecting relationships with distributors, IMOs and sales agents, which could result in reduction of sales;
tncreasing the number or amount of policy lapses or surrenders and withdrawals of funds;

requiring a reduction in prices for our insurance products and services in order to remain competitive;

adversely affecting our ability to obtain reinsurance at a reasonable price, on reasonable terms or at all; and

requiring us to collateralize reserves, balances or obligations under reinsurance and derivatives agreements.

Rating agencies assign ratings based upon several factors. While most of these factors relate to the rated company,
some factors relate to the views of the rating agency, general economic conditions and circumstances outside the rated
company’s control. In addition, rating agencies use various models and formulas to assess the strength of a rated
company, and from time to time rating agencies have, in their discretion, altered the models and may do so in the
future in ways that negatively impact the financial strength ratings of our insurance subsidiaries and make it more
difficult to maintain or obtain comparable ratings going forward. As rating agencies continue to evaluate the financial
services industry, it is possible that rating agencies will heighten the level of scrutiny that they apply to financial
institutions, increase the frequency and scope of their credit reviews, request additional information from the
companies that they rate and potentially adjust upward the capital and other requirements employed in the rating
agency models for maintenance of certain ratings levels. It is possible that the outcome of any such review of us
would have additional adverse ratings consequences, which could have a material adverse effect on our results of
operations, financial condition and liquidity. We may need to take actions in response to changing standards or capital
requirements set by any of the rating agencies which could cause our business and operations to suffer. If the financial
strength ratings of our insurance subsidiaries are downgraded, we anticipate that our sales of new policies will be
adversely impacted and that we could experience substantial surrenders of existing policies. In order to improve or
maintain their financial strength ratings, our insurance subsidiaries may limit the amount of dividends that they would
otherwise pay to us. In that regard, we may, among other things, implement business strategies to improve the RBC
ratio of our insurance subsidiaries to a level anticipated by the rating agencies to maintain or improve our current
rating. If we are unable to achieve this level, we may limit dividend payments from FGLIC to the extent necessary.
We cannot guarantee these measures will be successful, and if FGLIC fails to maintain such a target RBC ratio, its
financial strength rating could suffer. We cannot predict what actions rating agencies may take in the future, and
failure to improve or maintain current financial strength ratings could adversely affect our financial condition and
results of operations.

Following the announcement of the proposed Merger, the rating organizations have undertaken a review of our debt
ratings and our insurance company subsidiaries’ financial strength ratings. The rating organizations may take various
actions, positive or negative, and their actions may not be known until the Merger closes.

We are required to maintain minimum ratings as a matter of routine practice under our over-the-counter derivative
agreements on forms promulgated by the ISDA. Under some ISDA agreements, we have agreed to maintain certain
financial strength ratings. A downgrade below these levels provides the counterparty under the agreement the right to
terminate the open derivative contracts between the parties, at which time any amounts payable by us or the
counterparty would be dependent on the market value of the underlying derivative contracts. Our current rating allows
multiple counterparties the right to terminate ISDA agreements. As of September 30, 2015, the amount at risk for
ISDA agreements which could be terminated based upon our current ratings was $81, which equals the fair value to us
of the open over-the-counter call option positions. The fair value of the call options can never decrease below zero. No
ISDA agreements have been terminated, although the counterparties have reserved the right to terminate the ISDA
agreements at any time. In certain transactions, we and the counterparty have entered into a collateral support
agreement requiring either party to post collateral when the net exposures exceed predetermined thresholds. These
thresholds vary by counterparty and credit rating. As of September 30, 2015 and 2014, $7 and $188, respectively, of
collateral was posted by our counterparties. Accordingly, the maximum amount of loss due to credit risk that we
would incur if parties to the call options failed completely to perform according to the terms of the contracts was $74
and $108 at September 30, 2015 and 2014, respectively.
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Additionally, under certain insurance reserve financing arrangements, if FGLH were to take certain actions without
the counterparties consent, and such actions resulted in a specified financial strength ratings downgrade, FGLH would
be in default.
See “Quantitative and Qualitative Disclosures about Market Risk-Credit Risk and Counterparty Risk”.
The amount of statutory capital that our insurance subsidiaries have and the amount of statutory capital that they must
hold to maintain their financial strength ratings and meet other requirements can vary significantly from time to time
due to a number of factors outside of our control.
Our insurance subsidiaries are subject to regulations that provide minimum capitalization requirements based on RBC
formulas for life insurance companies that establish capital requirements relating to insurance, business, asset, interest
rate, and certain other risks.
In any particular year, statutory surplus amounts and RBC ratios may increase or decrease depending on a variety of
factors, most of which are outside of our control, including, but not limited to, the following:
the amount of statutory income or losses generated by our insurance subsidiaries (which itself is sensitive to equity
market and credit market conditions);

the amount of additional capital our insurance subsidiaries must hold to support business

growth;
changes in reserve requirements applicable to our insurance subsidiaries;
our ability to access capital markets to provide reserve relief;
changes in equity market levels;
the value of certain fixed-income and equity securities in our investment portfolio;
changes in the credit ratings of investments held in our portfolio;
the value of certain derivative instruments;
changes in interest rates;
o
eredit market volatility;
changes in consumer behavior; and
changes to the RBC formulas and interpretation of the NAIC instructions with respect to RBC calculation
methodologies.
The financial strength ratings of our insurance subsidiaries are significantly influenced by their statutory surplus
amounts and capital adequacy ratios. Rating agencies may also implement changes to their internal models, which
differ from the RBC capital model, that have the effect of increasing or decreasing the amount of statutory capital our
insurance subsidiaries must hold in order to maintain their current ratings. In addition, rating agencies may downgrade
the investments held in our portfolio, which could result in a reduction of our capital and surplus and our RBC ratio.
In extreme equity market declines, the amount of additional statutory reserves our insurance subsidiaries are required
to hold for fixed indexed products may decrease at a rate less than the rate of change of the market value of the
invested assets. This mismatch could result in a reduction of the capital, surplus or RBC ratio of our insurance
subsidiaries. To the extent that an insurance subsidiary’s RBC ratios are deemed to be insufficient, we may seek to take
actions either to increase the capitalization of the insurer or to reduce the capitalization requirements. If we are unable
to accomplish such actions, the rating agencies may view this as a reason for a ratings downgrade.
While the amount of statutory reserves is not directly affected by changes in interest rates, additional statutory
reserves may be required as the result of an asset adequacy analysis, and this analysis of cash flow testing is altered by
rising or falling interest rates and widening credit spreads.
The failure of any of our insurance subsidiaries to meet its applicable RBC requirements or minimum capital and
surplus requirements could subject it to further examination or corrective action imposed by insurance regulators,
including limitations on its ability to write additional business, supervision by regulators or seizure or liquidation. Any
corrective action imposed could have a material adverse effect on our business, results of operations and financial
condition. A decline in RBC ratios also limits the ability of an insurance subsidiary to make dividends

27

41



Edgar Filing: Fidelity & Guaranty Life - Form 10-K

42



Edgar Filing: Fidelity & Guaranty Life - Form 10-K

Table of Contents

or distributions to us and could be a factor in causing rating agencies to downgrade the insurer’s financial strength
ratings, which could have a material adverse effect on our business, results of operations and financial condition.

We and HRG may be the target of future litigation, law enforcement investigations or increased regulatory scrutiny.
The financial services industry, including the insurance sector, is sometimes the target of law enforcement and
regulatory investigations or other actions resulting from such investigations. Resulting publicity about any such
investigation or action may generate inquiries or investigations into or litigation against other financial services
companies, even those who do not engage in the business lines or practices at issue in the original action. Responding
to these inquiries, investigations and lawsuits, regardless of the ultimate outcome of the proceeding, is
time-consuming and expensive and can divert the time and effort of our management from its business.

On August 19, 2013, the SEC announced that Philip A. Falcone, then the Chairman and Chief Executive Officer of
HRG, Harbinger Capital Partners LLC (“HCP”) and certain of its affiliated entities (together with HCP, the “HCP
Parties”) agreed to a settlement with the SEC (the "SEC Settlement") to resolve all matters related to two pending civil
actions filed by the SEC against the HCP Parties. Neither FGL nor any of our directors, officers or subsidiaries were
involved in the SEC Settlement or any of the implicated activities. Neither Mr. Falcone nor any employee of HCP is a
director or officer of us or any of our subsidiaries. Nevertheless, in connection with the SEC Settlement, on October 7,
2013, the NYDFS announced an agreement with Mr. Falcone, HRG, FGLH and FGL NY Insurance that Mr. Falcone
will not exercise control, within the meaning of New York insurance law, over FGL NY Insurance or any other New
York-licensed insurer for seven years (the “NYDFS commitment”). Pursuant to the NYDFS commitment, neither Mr.
Falcone nor any employee of HCP shall serve as one of our officers or directors, or of any of our subsidiaries, nor may
they be involved in any investment decisions made by us or our subsidiaries. Mr. Falcone resigned as Chairman and
Chief Executive Officer of HRG effective December 1, 2014. Under the NYDFS commitment, FGLH also agreed to
maintain FGL NY Insurance’s RBC level at no less than 225% company action level RBC ratio, and to establish a trust
account funded with $19 of cash or eligible securities to support that agreement. FGL NY Insurance agreed to file
quarterly estimated RBC reports in addition to the annual reports required by law.

We do not expect the SEC settlement, the NYDFS commitment or the agreement described below with the lowa
Commissioner to have any direct material impact on our business and operations. However, we cannot be certain that
our business will not suffer indirect consequences in dealing with third parties as a result of the publicity and the facts
surrounding the SEC settlement and the fines imposed by the SEC on the HCP Parties, including potential
counterparties and regulators who may be concerned about the implications of the SEC settlement. We also cannot be
certain of what impact on our license or operations we could experience if the parties to the NYDFS commitment do
not perform to NYDFS’ satisfaction.

In addition, in connection with its re-domestication to lowa, FGLIC agreed to the conditions set by the lowa
Commissioner that neither Mr. Falcone nor any employees of HCP may serve as an officer or director of FGLIC or
FGL (but FGLIC may request that the IID lift this restriction after five years); neither Mr. Falcone nor HCP shall be
involved in making investment decisions for FGLIC or any funds withheld account that supports credit for reinsurance
for FGLIC for five years; and FGL is required to have an audit committee that complies with lowa regulation
191-98.13(8) which requires that 75% of the audit committee’s members be independent. As of the date of this filing
FGL has a fully independent audit committee and is in compliance with lowa regulation 191-98.13(8).

Future legislation or regulation or governmental views on business practices in the financial services industry may
result in our altering our practices in ways that could adversely affect our business and results of operations. It is
impossible to predict the outcome of such investigations or actions, whether they will expand into other areas not yet
contemplated, whether they will result in changes in regulation, whether activities currently thought to be lawful will
be characterized as unlawful, or the impact, if any, of such scrutiny on the financial services and insurance industry or
on us. Adverse publicity, governmental scrutiny, pending or future investigations by regulators or law enforcement
agencies and/or legal proceedings involving us or our affiliates can also have a negative impact on our reputation and
on the morale and performance of employees, and on business retention and new sales, which could adversely affect
our business and results of operations.
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Our business is highly regulated and subject to numerous legal restrictions and regulations.

State Regulation

Our business is subject to government regulation in each of the states in which we conduct business. Such regulation
is vested in state agencies having broad administrative and discretionary, authority with respect to many aspects of our
business, which may include, among other things, premium rates and increases thereto, underwriting practices, reserve
requirements, marketing practices, advertising, privacy, policy forms, reinsurance reserve requirements, acquisitions,
mergers and capital adequacy, and is concerned primarily with the protection of policyholders and other customers
rather than shareholders. At any given time, we and our insurance subsidiaries may be the subject of a number of
ongoing financial or market conduct, audits or inquiries. From time to time, regulators raise issues during such
examinations or audits that could, if determined adversely, have a material impact on our business.

We have received inquiries from a number of state regulatory authorities regarding our use of the U.S. Social Security
Administration’s Death Master File (“Death Master File”’) and compliance with state claims practices regulations and
unclaimed property or escheatment laws. The NYDEFS issued a letter and subsequent regulation requiring life insurers
doing business in New York to use the Death Master File or similar databases to determine if benefits were payable
under life insurance policies, annuities and retained asset accounts. Other states have enacted laws which will impose
requirements on insurers to periodically compare their in-force life insurance policies and annuities against the Death
Master File or similar databases, investigate any identified potential matches to confirm the death of the insured and
determine whether benefits are due and attempt to locate the beneficiaries of any benefits that are due or, if no
beneficiary can be located, escheat the benefit to the state as unclaimed property. We have received notice of
escheatment audits from several states. We have filed suit in federal and state court to challenge the audit policies of
the California controller and the applicability of California’s unclaimed property laws to FGL generally. It is possible
that these requirements will result in additional payments to beneficiaries, additional escheatment of funds deemed
abandoned under state laws or administrative penalties and expenses. While we believe that we have established
sufficient reserves with respect to these matters, it is possible that third parties could dispute these amounts and
additional payments or additional unreported claims or liabilities could be required or identified given the ongoing
regulatory developments, the effects of which could be significant and could have a material adverse effect on our
results of operations in any one period.

State insurance departments conduct periodic examinations of the books and records, financial reporting, policy and
rate filings, market conduct and business practices of insurance companies domiciled in their states, generally once
every three to five years. The regulator in FGLIC’s previous state of domicile, the MIA, completed a routine financial
examination of FGLIC for the three-year period ended December 31, 2012. The NYDFS completed a routine financial
examination of FGL NY Insurance for the three-year periods ended December 31, 2009 and is completing

December 31, 2012, and the Vermont Department of Financial Regulation completed a routine financial examination
of Raven Re for the period from April 7, 2011 (commencement of business) through December 31, 2012. FGLIC is
currently the subject of ten ongoing market conduct examinations or inquiries in various states. While FGLIC does not
believe that any of the current market conduct examinations it is subject to will result in any fines or remediation
orders that will be material to its business, market conduct examinations can result in monetary fines or remediation
and generally require FGLIC to devote significant resources to the management of such examinations. As a result of
its re-domestication to lowa, FGLIC will become subject to financial and market conduct examinations by the IID, the
primary regulatory authority for [owa domestic life insurance companies.

NAIC

Although our business is subject to regulation in each state in which we conduct business, in many instances the state
regulatory models emanate from the NAIC. State insurance regulators and the NAIC regularly re-examine existing
laws and regulations applicable to insurance companies and their products. Changes in these laws and regulations, or
interpretations thereof, are often made for the benefit of the consumer and at the expense of the insurer and, thus,
could have a material adverse effect on our business, operations and financial condition. We are also subject to the
risk that compliance with any particular regulator’s interpretation of a legal or accounting issue may not result in
compliance with another regulator’s interpretation of the same issue, particularly when compliance is judged in
hindsight. Under insurance guaranty fund laws in most states, insurance companies doing business therein can be
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amount or timing of any such future assessments. There is an additional risk that any particular regulator’s
interpretation of a legal or accounting issue may change over time to our detriment, or that changes to the overall legal
or market environment, even absent any change of interpretation by a particular regulator, may cause us to
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change our views regarding the actions we need to take from a legal risk management perspective, which could
necessitate changes to our practices that may, in some cases, limit our ability to grow and improve profitability.
Some of the NAIC pronouncements, particularly as they affect accounting issues, take effect automatically in the
various states without affirmative action by the states. Statutes, regulations and interpretations may be applied with
retroactive impact, particularly in areas such as accounting and reserve requirements. Also, regulatory actions with
prospective impact can potentially have a significant impact on currently sold products. The NAIC continues to work
to reform state regulation in various areas, including comprehensive reforms relating to life insurance reserves with
respect to which it may take action as early as late 2015. Additionally, various statutory accounting guidance is being
evaluated, including investment value of insurance subsidiaries.

Both the NAIC and certain state insurance regulators have in recent months announced intentions to review the trend
of hedge fund and private equity acquisitions of life insurance and annuity companies. Such reviews are ongoing and
preliminary and they may result in stricter regulatory scrutiny or additional regulatory restrictions that could be
adverse to our ability to grow through acquisitions or to our business generally.

Federal Regulation

We may also be subject to regulation by the DOL when providing a variety of products and services to employee
benefit plans governed by ERISA. In April 2015, the DOL released a notice of proposed rulemaking to revamp the
ERISA conflict of interest rules. The proposed rule would impose fiduciary duties on anyone getting paid for advice
related to a retirement investment decision, which would include insurance agents. In addition, we have become aware
that in April 2015, U.S. Senator Elizabeth Warren sent letters to fifteen annuity providers, which inquired about
perquisites and other incentives they give to third-party brokers, dealers and agents who sell their products. We did
not receive such a letter, however, we cannot predict the outcome of Ms. Warren’s inquiry. Severe penalties are
imposed for breaches of duty under ERISA, and we cannot predict whether the proposed DOL rule will ultimately be
adopted, what changes may be made to it prior to adoption, or how the rule would impact our business if it were
adopted.

Other Regulation

Other types of regulation that could affect us include insurance company investment laws and regulations, state
adopted statutory accounting principles, antitrust laws, minimum solvency requirements, federal privacy laws,
insurable interest laws and federal anti-money laundering and anti-terrorism laws.

Compliance with applicable laws and regulations is time-consuming and personnel-intensive, and changes in laws and
regulations may materially increase the cost of compliance and other expenses of doing business. There are a number
of risks that may arise where applicable regulations may be unclear, subject to multiple interpretations or under
development or where regulations may conflict with one another, where regulators revise their previous guidance or
courts overturn previous rulings, which could result in our failure to meet applicable standards. Regulators and other
authorities have the power to bring administrative or judicial proceedings against us, which could result, among other
things, in suspension or revocation of our licenses, cease and desist orders, fines, civil penalties, criminal penalties or
other disciplinary action, which could materially harm our results of operations and financial condition. If we fail to
address, or appear to fail to address, appropriately any of these matters, our reputation could be harmed and we could
be subject to additional legal risk, which could increase the size and number of claims and damages asserted against
us or subject us to enforcement actions, fines and penalties. See ‘“Business-Regulation” for further discussion of the
impact of regulations on our business.

We cannot predict what form any future changes in these or other areas of regulation affecting the insurance industry
might take or what effect, if any, such proposals might have on us if enacted into law. In addition, because our
activities are relatively concentrated in a small number of lines of business, any change in law or regulation affecting
one of those lines of business could have a disproportionate impact on us as compared to other more diversified
insurance companies.

Financial services companies are frequently the targets of litigation, including class action litigation, which could
result in substantial judgments.

We, like other financial services companies, are involved in litigation and arbitration in the ordinary course of
business. Although we do not believe that the outcome of any such litigation or arbitration will have a material
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affected by an unfavorable outcome. More generally, we operate in an industry in which various practices are subject
to scrutiny and potential litigation, including class actions. In addition, we sell our products through IMOs, whose
activities may be difficult to monitor. Civil jury verdicts have been returned against insurers and other financial
services companies involving sales, underwriting practices, product design, product disclosure, administration, denial
or delay of benefits, charging excessive or impermissible fees, recommending unsuitable products to customers,
breaching fiduciary or other duties to customers, refund or claims practices, alleged agent misconduct, failure to
properly supervise representatives, relationships with agents or other persons with whom the insurer does business,
payment of sales or other contingent commissions and other matters. Such lawsuits can result in substantial judgments
that are disproportionate to the actual damages, including material amounts of punitive non-economic compensatory
damages. In some states, juries, judges and arbitrators have substantial discretion in awarding punitive and
non-economic compensatory damages, which creates the potential for unpredictable material adverse judgments or
awards in any given lawsuit or arbitration. Arbitration awards are subject to very limited appellate review. In addition,
in some class action and other lawsuits, financial services companies have made material settlement payments.

Our reinsurers, including Wilton Re and FSRCI, could fail to meet assumed obligations, increase their rates, or
become subject to adverse developments that could materially adversely affect our business, financial condition and
results of operations.

Our insurance subsidiaries cede material amounts of insurance and transfer related assets and certain liabilities to other
insurance companies through reinsurance. For example, a material amount of reinsured liabilities are concentrated
with Wilton Re and FSRCI. As of September 30, 2015, the amount recoverable from Wilton Re and FSRCI was
$1,493 and $1,227, respectively. Given our significant concentration of reinsurance with Wilton Re, if Wilton Re fails
to perform its obligations under the various reinsurance treaties, such failure could have a material impact on our
financial position. See “Business- Reinsurance-Wilton Re Transaction”. However, notwithstanding the transfer of
related assets and certain liabilities, we remain liable with respect to ceded insurance should any reinsurer fail to meet
the obligations assumed. Accordingly, we bear credit risk with respect to our reinsurers. The failure, insolvency,
inability or unwillingness of any reinsurer to pay under the terms of reinsurance agreements with us could materially
adversely affect our business, financial condition and results of operations. To mitigate the counterparty risk for the
FSRCI transaction, the assets are held on FGLICs balance and are used as collateral in the event of a failure. For
Wilton Re, A+ rated from Fitch, we monitor the credit rating. During 2014 Wilton Re announced their purchase by
Canadian Pension Plan Investment Board, ("CCIB"), an AAA rated organization. With the capital resources of CCIB
behind Wilton Re, we believe the counterparty risk is low. See “Business- Reinsurance-Wilton Re Transaction”.

Our ability to compete is dependent on the availability of reinsurance or other substitute financing solutions, both of
which could involve the use of reinsurance affiliates referred to generally as “captives”. Premium rates charged by us are
based, in part, on the assumption that reinsurance will be available at a certain cost. Under certain reinsurance
agreements, the reinsurer may increase the rate it charges us for the reinsurance. Therefore, if the cost of reinsurance
were to increase, if reinsurance were to become unavailable on commercially reasonable terms or at all, if alternatives
to reinsurance were not available to us, if the use of captives were materially restricted through regulation, including
certain general proposals currently under consideration by the NAIC, our business, financial condition and results of
operations could be materially adversely affected.

The credit for reinsurance taken by our insurance subsidiaries under offshore reinsurance agreements is, under certain
conditions, dependent upon the offshore reinsurer’s ability to obtain and provide sufficient qualifying assets in a
qualifying trust or qualifying letters of credit issued by qualifying lending banks. The cost

of letters of credit, when available, continues to be very expensive in the current economic environment. Loss of
reserve credit by an insurance subsidiary would require it to establish additional reserves and would result in a
decrease in the level of its capital, which could have a material adverse effect on our profitability, results of operations
and financial condition.

In recent years, access to reinsurance has become more costly for members of the insurance industry, including us. In
addition, the number of life reinsurers has decreased as the reinsurance industry has consolidated. The decreased
number of participants in the life reinsurance market resulted in increased concentration of risk for insurers, including
us. If the reinsurance market further contracts, our ability to continue to offer our products on terms favorable to us
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In addition, reinsurers are facing many challenges regarding illiquid credit or capital markets, investment downgrades,
rating agency downgrades, deterioration of general economic conditions and other factors negatively impacting the
financial services industry generally. If such events cause a reinsurer to fail to meet its obligations, our business,
financial condition and results of operations could be materially adversely affected.

Restrictions on our ability to use captive reinsurers could adversely impact our competitive position and results of
operations.

The NAIC and state insurance regulators continue to review life insurance companies’ use of affiliated captive
reinsurers or off-shore entities. On June 4, 2014, Rector & Associates, a consulting firm commissioned by the NAIC,
presented a revised report (the “Rector Report”) to the Principle-Based Reserving Implementation Task Force of the
NAIC which proposes a new regulatory framework for captives assuming term life insurance (“XXX”) or universal life
insurance with secondary guarantees (“AXXX”) business, and recommends, among other things, placing limitations on
the types of assets that may be used to finance reserves associated with XXX and AXXX business and making an
individual state’s adoption of the new regulations contemplated by the report an NAIC accreditation standard. On
August 17, 2014, the NAIC Executive (EX) Committee adopted the regulatory framework proposed by the Rector
Report, including recommendations to have various NAIC technical subgroups propose regulations and guidelines to
implement the new framework. These technical working groups are in various stages of developing and proposing
regulations and guidelines. On October 9, 2014, the NAIC’s Principle-Based Reserving Implementation Task Force
voted to expose for comment a new Actuarial Guideline (AG48) designed to implement many of the
recommendations in the Rector Report related to the amount of assets that may be supported by different asset classes
in connection with certain transactions involving captive reinsurance companies.

If state insurance regulators restrict the use of captive reinsurers or if we otherwise are unable to continue to use
captive reinsurers in the future, our ability to write certain products, to manage the associated risks and to deploy
capital efficiently, could be adversely affected, or we may need to increase prices on those products, which could
adversely impact our competitive position and our results of operations.

Interest rate fluctuations and withdrawal demands in excess of our assumptions could negatively affect our business,
financial condition and results of operations.

We offer certain products that allow policyholders to withdraw their funds under defined circumstances. In order to
meet such funding obligations, we manage our liabilities and configure our investment portfolios so as to provide and
maintain sufficient liquidity to support expected withdrawal demands and contract benefits and maturities. However,
in order to provide necessary long-term returns, a certain portion of our assets are relatively illiquid. There can be no
assurance that withdrawal demands will match our estimation of withdrawal demands. As interest rates increase, we
are exposed to the risk of financial disintermediation through a potential increase in the number of withdrawals.
Disintermediation risk refers to the risk that policyholders may surrender their contracts in a rising interest rate
environment, requiring us to liquidate assets in an unrealized loss position. If we experience unexpected withdrawal
activity, whether as a result of interest rate movements, financial strength downgrades or otherwise, we could exhaust
our liquid assets and be forced to liquidate other less liquid assets, possibly at a loss or on other unfavorable terms,
which could have a material adverse effect on our business, financial condition and results of operations. Additionally,
we may experience spread compression, and a loss of anticipated earnings, if credited interest rates are increased on
renewing contracts in an effort to decrease or manage withdrawal activity.

Interest rates are subject to volatility and fluctuations. For the past several years, interest rates have trended
downwards to historically low levels. In order to meet our policy and contractual obligations, we must earn a
sufficient return on our invested assets. A prolonged period of historically low rates or significant changes in interest
rates could expose us to the risk of not achieving sufficient return on our invested assets by not achieving anticipated
interest earnings, or of not earning anticipated spreads between the interest rate earned on investments and the credited
interest rates paid on outstanding policies and contracts. Additionally, a prolonged period of low interest rates in the
future may lengthen liability maturity, thus increasing the need for a re-investment of assets at yields that are below
the amounts required to support guarantee features of our contracts. Both rising and declining interest rates can
negatively affect our interest earnings and spread income (the difference between the returns we earn on our
investments and the amounts we must credit to policyholders and contractholders). While we develop and maintain
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Our expectation for future interest earnings and spread income is an important component in amortization of DAC and
VOBA and significantly lower interest earnings or spreads may cause us to accelerate amortization, thereby reducing
net income in the affected reporting period. An extended period of declining interest rates or a prolonged period of
low interest rates may also cause us to change our long-term view of the interest rates that we can earn on our
investments. Such a change in our view would cause us to change the long-term interest rate that we assume in our
calculation of insurance assets and liabilities under U.S. GAAP. This revision would result in increased reserves and
other unfavorable consequences. In addition, while the amount of statutory reserves is not directly affected by changes
in interest rates, additional statutory reserves may be required as the result of an asset adequacy analysis, which is
altered by rising or falling interest rates and widening credit spreads.

Additionally, our ALM programs and procedures incorporate assumptions about the relationship between short-term
and long-term interest rates and relationships between risk-adjusted and risk-free interest rates, market liquidity and
other factors. The effectiveness of our ALM programs and procedures may be negatively affected whenever actual
results differ from these assumptions.

Changes in interest rates may also affect the attractiveness of certain of our products. For example, lower interest rates
may result in decreased sales of certain of our insurance and investment products. However, during periods of
declining interest rates, certain life insurance and annuity products may be relatively more attractive investments to
consumers, resulting in increased premium payments on products with flexible premium features, repayment of policy
loans and increased persistency or a higher percentage of insurance policies remaining in force from year to year
during a period when our investments carry lower returns. As a result, we could become unable to earn our desired
level of spread income.

During periods of increasing market interest rates, we may offer higher crediting rates on interest-sensitive products,
such as universal life insurance and fixed annuities, and we may increase crediting rates on in-force products to keep
these products competitive. Increases in crediting rates, as well as surrenders and withdrawals, could have a material
adverse effect on our business, financial condition and results of operations. In addition, if long-term interest rates rise
dramatically within a six- to twelve-month time period, certain of our products may be exposed to disintermediation
risk. Higher interest rates may increase the cost of debt and other obligations having floating rate or rate reset
provisions and may result in lower sales of other products. A rise in interest rates, in the absence of other
countervailing changes, will increase the net unrealized loss position of our investment portfolio which will decrease
our accumulated other comprehensive income and shareholders’ equity. Our gross unrealized loss on our available for
sale ("AFS") portfolio was $498 as of September 30, 2015 compared to $110 as of September 30, 2014.

Our investments are subject to market and credit risks. These risks could be heightened during periods of extreme
volatility or disruption in financial and credit markets.

Our invested assets and derivative financial instruments are subject to risks of credit defaults and changes in market
values. Periods of extreme volatility or disruption in the financial and credit markets could increase these risks.
Underlying factors relating to volatility affecting the financial and credit markets could have a material adverse impact
on our results of operations or financial condition.

The value of our mortgage-backed investments depends in part on the financial condition of the borrowers and tenants
for the properties underlying those investments, as well as general and specific economic trends affecting the overall
default rate. We are also subject to the risk that cash flows resulting from the payments on pools of mortgages that
serve as collateral underlying the mortgage-backed securities we own may differ from our expectations in timing or
size. Cash flow variability arising from an unexpected acceleration in mortgage prepayment behavior can be
significant, and could cause a decline in the estimated fair value of certain “interest-only” securities within our
mortgage-backed securities portfolio. Any event reducing the estimated fair value of these securities, other than on a
temporary basis, could have an adverse effect on our business, results of operations and financial condition.
Significant continued financial and credit market volatility, changes in interest rates, credit spreads, credit defaults,
real estate values, market illiquidity, declines in equity prices, acts of corporate malfeasance, ratings downgrades of
the issuers or guarantors of these investments and declines in general economic conditions, either alone or in
combination, could have a material adverse impact on our results of operations, financial condition or cash flows
through realized losses, OTTI, changes in unrealized loss positions and increased demands on capital. As of
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respectively. In addition, our investment portfolio is concentrated in certain industries. As of September 30, 2015 and
2014, our most significant investment in one industry was our investment securities in the banking industry with a
fair value of $1,979 and $2,240, or 10% and 12%, respectively, of the invested assets portfolio. Our holdings in this
industry include investments in 83 and 85 different issuers as of September 30, 2015 and 2014, respectively, with the
top ten investments accounting for 39% and 40% of the total holdings in this industry as of September 30, 2015 and
2014, respectively. In addition, market volatility can make it difficult for us to value certain of our assets, especially if
trading becomes less frequent. Valuations may include assumptions or estimates that may have significant
period-to-period changes that could have an adverse impact on our results of operations or financial condition.

We are exposed to credit loss in the event of non-performance by our counterparties on call options. We seek to
reduce the risk associated with such agreements by purchasing such options from large, well-established financial
institutions, but there can be no assurance that we will not suffer losses in the event of counterparty non-performance.
As of September 30, 2015 and 2014, $7 and $188, respectively, of collateral was posted by our counterparties.
Accordingly, the maximum amount of loss due to credit risk that we would incur if parties to the call options failed
completely to perform according to the terms of the contracts was $74 and $108 at September 30, 2015 and 2014,
respectively. See "Note 5. Derivative Financial Instruments” to our audited Consolidated Financial Statements for
further discussion of credit risk.

Equity market volatility could negatively impact our business.

Equity market volatility can negatively affect our revenues and profitability in various ways, particularly as a result of
guaranteed minimum withdrawal or surrender benefits in our products. The estimated cost of providing GMWB
incorporates various assumptions about the overall performance of equity markets over certain time periods. Periods
of significant and sustained downturns in equity markets or increased equity volatility could result in an increase in
the valuation of the future policy benefit or policyholder account balance liabilities associated with such products,
resulting in a reduction in our revenues and net income. The rate of amortization of DAC and VOBA costs relating to
FIA products and the cost of providing guaranteed minimum withdrawal or surrender benefits could also increase if
equity market performance is worse than assumed, hence materially and adversely impacting our results of operations
and financial condition.

Credit market volatility or disruption could adversely impact our financial condition or results of operations.
Significant volatility or disruption in credit markets could have a material adverse effect on our business, financial
condition and results of operations. Changes in interest rates and credit spreads could cause market price and cash
flow variability in the fixed income instruments in our investment portfolio. Significant volatility and lack of liquidity
in the credit markets could cause issuers of the fixed-income securities in our investment portfolio to default on either
principal or interest payments on these securities. Additionally, market price valuations may not accurately reflect the
underlying expected cash flows of securities within our investment portfolio.

Changes in federal or state tax laws may affect sales of our products and profitability.

The annuity and life insurance products that we market generally provide the policyholder with certain federal income
or state tax advantages. For example, federal income taxation on any increases in non-qualified annuity contract
values (i.e., the “inside build-up”) is deferred until it is received by the policyholder. Non-qualified annuities are
annuities that are not sold to a qualified retirement plan. With other savings investments, such as certificates of deposit
and taxable bonds, the increase in value is generally taxed each year as it is realized. Additionally, life insurance death
benefits are generally exempt from income tax.

From time to time, various tax law changes have been proposed that could have an adverse effect on our business,
including the elimination of all or a portion of the income tax advantages described above for annuities and life
insurance. Additionally, insurance products, including the tax favorable features of these products, generally must be
approved by the insurance regulators in each state in which they are sold. This review could delay the introduction of
new products or impact the features that provide for tax advantages and make such products less attractive to potential
purchasers. If legislation were enacted to eliminate the tax deferral for annuities, such a change would have a material
adverse effect on our ability to sell non-qualified annuities.
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We may be required to increase our valuation allowance against our deferred tax assets, and may face restrictions on
our ability to fully utilize such assets which could materially adversely affect our capital position, business, operations
and financial condition.

Deferred tax assets refer to assets that are attributable to differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases. Deferred tax assets in essence represent future savings
of taxes that would otherwise be paid in cash. The realization of the deferred tax assets is dependent upon the
generation of sufficient future taxable income, including capital gains. If it is determined that the deferred tax assets
cannot be realized, a deferred tax valuation allowance must be established, with a corresponding charge to net income.
Based on our current assessment of future taxable income, including available tax planning opportunities, we
anticipate that it is more likely than not that we will generate sufficient taxable income to realize all of our deferred
tax assets as to which we do not have a valuation allowance. If future events differ from our current forecasts, the
valuation allowance may need to be increased from the current amount, which could have a material adverse effect on
our capital position, business, operations and financial condition.

Our business model depends on the performance of various third parties, including independent distributors,
underwriters, actuarial consultants and other service providers.

We rely significantly on various third parties to provide services for our business operations. As such, our results may
be affected by the performance of those other parties. For example, we are dependent upon independent distribution
channels to sell our products, third parties to perform policy administration and underwriting functions, and
independent consultants to perform actuarial analyses and to manage certain of our assets. Additionally, our
operations are dependent on various service providers and on various technologies, some of which are provided or
maintained by certain key outsourcing partners and other parties.

Many of our products and services are complex and are sold through third-party intermediaries. In particular, our
insurance businesses are reliant on these intermediaries to describe and explain their products to potential customers.
The intentional or unintentional misrepresentation of our products and services in advertising materials or other
external communications, or inappropriate activities by our personnel or an intermediary, could adversely affect our
reputation and business prospects, as well as lead to potential regulatory actions or litigation.

The third parties upon which we depend may default on their obligations to us due to bankruptcy, insolvency, lack of
liquidity, adverse economic conditions, operational failure, fraud, loss of key personnel, or other reasons. Such
defaults could have a material adverse effect on our financial condition and results of operations. In addition, certain
of these other parties may act, or be deemed to act, on behalf of us or represent us in various capacities. Consequently,
we may be held responsible for obligations that arise from the acts or omissions of these other parties.

The loss of key personnel could negatively affect our financial results and impair our ability to implement our
business strategy.

Our success depends in large part on our ability to attract and retain key people. Intense competition exists for key
employees with demonstrated ability, and we may be unable to hire or retain such employees. Our key employees
include investment professionals, such as portfolio managers, sales and distribution professionals, actuarial and
finance professionals and information technology professionals. While we do not believe that the departure of any
particular individual would cause a material adverse effect on our operations, the unexpected loss of several of our
senior management, portfolio managers or other key employees could have a material adverse effect on our operations
due to the loss of their skills, knowledge of our business, and their years of industry experience as well as the potential
difficulty of promptly finding qualified replacement employees. We also rely upon the knowledge and experience of
employees involved in functions that require technical expertise in order to provide for sound operational controls for
our overall enterprise, including the accurate and timely preparation of required regulatory filings and U.S. GAAP and
statutory financial statements and operation of internal controls. A loss of such employees could adversely impact our
ability to execute key operational functions and could adversely affect our operational controls, including internal
controls over financial reporting.
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Interruption or other operational failures in telecommunication, information technology and other operational systems,
or a failure to maintain the security, integrity, confidentiality or privacy of sensitive data residing on such systems,
including as a result of human error, could harm our business.

We are highly dependent on automated and information technology systems to record and process our internal
transactions and transactions involving our customers, as well as to calculate reserves, value-invested assets and
complete certain other components of our U.S. GAAP and statutory financial statements. We could experience a
failure of one of these systems, our employees or agents could fail to monitor and implement enhancements or other
modifications to a system in a timely and effective manner, or our employees or agents could fail to complete all
necessary data reconciliation or other conversion controls when implementing a new software system or implementing
modifications to an existing system. Despite the implementation of security and back-up measures, our information
technology systems may be vulnerable to physical or electronic intrusions, viruses or other attacks, programming
errors and similar disruptions. We may also be subject to disruptions of any of these systems arising from events that
are wholly or partially beyond our control (for example, natural disasters, acts of terrorism, epidemics, computer
viruses and electrical/telecommunications outages). All of these risks are also applicable where we rely on outside
vendors, including Dell, to provide services to us and our customers. The failure of any one of these systems for any
reason, or errors made by our employees or agents, could in each case cause significant interruptions to our
operations, which could harm our reputation, adversely affect our internal control over financial reporting, or have a
material adverse effect on our business, results of operations and financial condition.

We retain confidential information in our information technology systems and those of our business partners, and we
rely on industry standard commercial technologies to maintain the security of those systems. Despite our
implementation of network security measures, our servers could be subject to physical and electronic break-ins, and
similar disruptions from unauthorized tampering with our computer systems. While we perform annual penetration
tests and have adopted a number of measures to protect the security of customer and company data and have not
experienced a successful cyber-attack, there is no guaranty that such an attack will not occur or be successful in the
future. Anyone who is able to circumvent our security measures and penetrate our information technology systems
could access, view, misappropriate, alter, or delete information in the systems, including personally identifiable
customer information and proprietary business information. Information security risks also exist with respect to the
use of portable electronic devices, such as laptops, which are particularly vulnerable to loss and theft. In addition, an
increasing number of jurisdictions require that customers be notified if a security breach results in the disclosure of
personally identifiable customer information. Any compromise of the security of our information technology systems
that results in inappropriate access, use or disclosure of personally identifiable customer information could damage
our reputation in the marketplace, deter purchases of our products, subject us to heightened regulatory scrutiny or
significant civil and criminal liability and require us to incur significant technical, legal and other expenses.

In the event of a disaster such as a natural catastrophe, an industrial accident, a blackout, a computer virus, a terrorist
attack or war, our information technology systems may be inaccessible to our employees, customers, or business
partners for an extended period of time. Even if our employees are able to report to work, they may be unable to
perform their duties for an extended period of time if our data or systems are disabled or destroyed. Any such
occurrence could materially adversely affect our business, operations and financial condition.

Our insurance subsidiaries’ ability to grow depends in large part upon the continued availability of capital.

Our insurance subsidiaries’ long-term strategic capital requirements will depend on many factors, including their
accumulated statutory earnings and the relationship between their statutory capital and surplus and various elements of
required capital. To support their long-term capital requirements, we and our insurance subsidiaries may need to
increase or maintain their statutory capital and surplus through financings, which could include debt, equity, financing
arrangements or other surplus relief transactions. Adverse market conditions have affected and continue to affect the
availability and cost of capital from external sources. We are not obligated, and may choose not or be unable, to
provide financing or make any capital contribution to our insurance subsidiaries. Consequently, financings, if
available at all, may be available only on terms that are not favorable to us or our insurance subsidiaries. If our
insurance subsidiaries cannot maintain adequate capital, they may be required to limit growth in sales of new policies,
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Accounting rules, changes to accounting rules, or the grant of permitted accounting practices to competitors could
negatively impact us.

We are required to comply with U.S. GAAP. A number of organizations are instrumental in the development and
interpretation of U.S. GAAP, such as the SEC, the Financial Accounting Standards Board (“FASB”) and the American
Institute of Certified Public Accountants. U.S. GAAP is subject to constant review by these organizations and others
in an effort to address emerging accounting rules and issue interpretative accounting guidance on a continual basis.
We cannot assure you that future changes to U.S. GAAP will not have a negative impact on us. U.S. GAAP includes
the requirement to carry certain assets and liabilities at fair value. These fair values are sensitive to various factors
including, but not limited to, interest rate movements, credit spreads, and various other factors. Because of this,
changes in these fair values may cause increased levels of volatility in our consolidated financial statements.

In addition, our insurance subsidiaries are required to comply with statutory accounting principles (“SAP”). SAP and in
particular actuarial reserving methodology are subject to constant review by the NAIC and its task forces and
committees as well as state insurance departments in an effort to address emerging issues and otherwise improve
financial reporting. Various proposals are currently, or have previously been, pending before committees and task
forces of the NAIC, some of which, if enacted, would negatively affect our insurance subsidiaries. The NAIC is also
currently working to reform state regulation in various areas, including comprehensive reforms relating to life
insurance reserves and the accounting for such reserves. We cannot predict whether or in what form reforms will be
enacted and, if so, whether the enacted reforms will positively or negatively affect us. In addition, the NAIC
Accounting Practices and Procedures manual provides that state insurance departments may permit insurance
companies domiciled therein to depart from SAP by granting them permitted accounting practices. We cannot predict
whether or when the insurance departments of the states of domicile of our competitors may permit them to utilize
advantageous accounting practices that depart from SAP, the use of which is not permitted by the insurance
departments of the states of domicile of us and our insurance subsidiaries. With respect to regulations and guidelines,
states sometimes defer to the interpretation of the insurance department of the state of domicile. Neither the action of
the domiciliary state nor action of the NAIC is binding on a state. Accordingly, a state could choose to follow a
different interpretation. We can give no assurance that future changes to SAP or components of SAP or the grant of
permitted accounting practices to its competitors will not have a negative impact on us.

Our risk management policies and procedures could leave us exposed to unidentified or unanticipated risk, which
could negatively affect our business or result in losses.

We have developed risk management policies and procedures and expect to continue to enhance these in the future.
Nonetheless, our policies and procedures to identify, monitor, and manage both internal and external risks may not
effectively mitigate these risks or predict future exposures, which could be different or significantly greater than
expected. These identified risks may not be the only risks facing us. Additional risks and uncertainties not currently
known to us, or that we currently deem to be immaterial, may adversely affect our business, financial condition or
operating results. For example, we hedge our FIA index credits with a combination of static and dynamic strategies,
which can result in earnings volatility. In addition, our FIA hedging strategy economically hedges the equity returns
and exposes us to the risk that unhedged market exposures result in divergence between changes in the fair value of
the liabilities and the hedging assets.

Difficult conditions in the economy generally could adversely affect our business, operations and financial condition.
A general economic slowdown could adversely affect us in the form of changes in consumer behavior and pressure on
our investment portfolios. Concerns over the Federal Reserve’s stimulus plan, the slow economic recovery, the level of
U.S. national debt, the global economic concerns and financial sector issues, sluggish job growth and wage stagnation,
the availability and cost of credit, the U.S. housing market, inflation levels, and geopolitical issues have contributed to
increased volatility and diminished expectations for the economy and the markets. Our top five states for the
distribution of our products are California, Texas, Florida, New Jersey and Michigan, and, as a result, any adverse
economic developments in these states could have an adverse impact on our business. As a result of these and other
concerns, consumer behavior could change, potentially resulting in decreased demand for our products and elevated
levels of policy lapses, policy loans, withdrawals and surrenders. In addition, our investments, including investments
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We may not be able to protect our intellectual property and may be subject to infringement claims.

We rely on a combination of contractual rights and copyright, trademark and trade secret laws to establish and protect
our intellectual property. Although we use a broad range of measures to protect our intellectual property rights, third
parties may infringe or misappropriate our intellectual property. We may have to litigate to enforce and protect our
copyrights, trademarks, trade secrets and know-how or to determine their scope, validity or enforceability, which
represents a diversion of resources that may be significant in amount and may not prove successful. The loss of
intellectual property protection or the inability to secure or enforce the protection of our intellectual property assets
could adversely impact our business and its ability to compete effectively.

We also may be subject to costly litigation in the event that another party alleges our operations or activities infringe
upon that party’s intellectual property rights. We may also be subject to claims by third parties for breach of copyright,
trademark, trade secret or license usage rights. Any such claims and any resulting litigation could result in significant
expense and liability for damages or we could be enjoined from providing certain products or services to our
customers or utilizing and benefiting from certain methods, processes, copyrights, trademarks, trade secrets or
licenses, or alternatively, we could be required to enter into costly licensing arrangements with third parties, all of
which could have a material adverse effect on our business, results of operations and financial condition.

Our business could be interrupted or compromised if we experience difficulties arising from outsourcing relationships.
In addition to services provided by third-party asset managers and actuarial consultants, we outsource the following
functions to third-party service providers, and expect to continue to do so in the future: (i) new business
administration, (ii) hosting of financial systems, (iii) servicing of existing policies, (iv) information technology
development and maintenance, (v) call centers and (vi) underwriting administration of life insurance applications. If
we do not maintain an effective outsourcing strategy or third-party providers do not perform as contracted, we may
experience operational difficulties, increased costs and a loss of business that could have a material adverse effect on
our results of operations. In addition, our reliance on third-party service providers that we do not control does not
relieve us of our responsibilities and requirements. Any failure or negligence by such third-party service providers in
carrying out their contractual duties may result in us becoming subjected to liability to parties who are harmed and
ensuing litigation. Any litigation relating to such matters could be costly, expensive and time-consuming, and the
outcome of any such litigation may be uncertain.

Moreover, any adverse publicity arising from such litigation, even if the litigation is not successful, could adversely
affect our reputation and sales of our products.

We are expo
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