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PNX — The Symbol
of Wealth Management

As we successfully transitioned from a mutual to a stock company
in 2001, we also positioned The Phoenix Companies, Inc. for
growth in 2002 — our first full year as a public company — and
beyond. We intend to create shareholder value by continuing to
focus on being a premier wealth management manufacturer of
sophisticated products for the large and growing affluent and high-
net-worth markets, offering unique programs and services to help
financial advisors and consultants help their clients secure their

financial futures.

FINANCIAL HIGHLIGHTS

Year Ended December 31,

$ in millions except per share 1999 2000 2001
Operating Income (Loss) from 1461 206.2 741
Continuing Operations, After Tax' ' ' (74.1)
Cash Operating Income, 83 1 50.2 86.6
Excluding Venture Capital, After Tax ' ' '
Net Income (Loss) 89.2 83.3 (202.7)
Revenues 2,779.2 2,997.2 2,421.8
Operating Earnings (Loss) Per Share? 1.40 1.97 (0.71)
Cash Operating Earnings Per Share, 0.79 0.48 0.83
Excluding Venture Capital ' ' '
Net Income (Loss) Per Share 0.85 0.80 (1.94)
invested Assets 11,776.8 12,770.6 14,409.9
Total Assets 20,287.0 20,313.2 22,5254
Total Equity 1,756.0 1,840.9 2,395.7
Assets Under Management 73,181.4 64,5435 61,2151

' Operating income represents net income adjusted for realized investment gains and some nonrecurring items
because { eﬁ are not considered by management when evaluating the financial performance of the business
segments. The size and timing of realized investment gains are offen subject to management's discretion. Certain
nonrecurring items are removed from net income if, in management’s opinion, they are not indicative of overall
operating trends. While some of these items may be significant components of our net income, we believe operating
income is an appropriate measure that represents the net income attributable to the ongoing operations of the
business. However, operating income is not a substitute for net income determined in accordance with generally
accepted accounting principles, and may be different from similarly titled measures of other companies.

? Based on 104.6 million weighted-average shares outstanding for all periods.




Robert W. Fiondella, Chairman of the Board and Chief Excettiyel@Hices
, President and Chief Operating Officer ’

Photo by Kristen Schmid ©2001 The Hartford Cour



2001 was a year of

extraordinary accomplishment
for us. In January, we took
Phoenix Investment Partners,
Ltd., our investment
management arm, private; in
May, we celebrated our 150th
anniversary; in June, we
demutualized and conducted
a highly successful initial

public offering.

At the same time, as with other companies,
we faced significant challenges resulting
from volatile equity markets, low interest
rates, estate tax reform and the startling and
sudden meltdowns of several prominent
companies and of the Argentine economy.
On a personal and professional level, we
also dealt with the tragedy of September 11
and its aftermath.

In 2001, we also continued our transition
from a mutual to a pubilicly traded stock
company. As a result, we took a number of
charges which obscured the underlying
results of our core operations. These
charges included the price for purchasing

the 40 percent of Phoenix Investment

Partners that we did not own, the costs of
an early retirement program and venture
capital write-downs to eliminate a lag in
reporting partnership results, among others.
That is why we focus on cash operating
earnings, which measure the ability of the
business to generate cash earnings. In
2001, cash operating earnings excluding
venture capital were $86.6 million, up from
$50.2 million in 2000. However, we
recorded a net loss of $202.7 million in
accordance with GAAP as a result of the

above charges.

Through all of this, we continued to
advance our business strategy in meaningful
ways, remaining focused on positioning
ourselves as a premier player in the wealth
management arena, helping the affluent
and high net worth accumulate, preserve

and transfer their wealth.

Qur Plan for Growth

Phoenix has served the needs of people of
means throughout its 150-year-old history.
Over the past three years, we have
strengthened our focus on this large and
growing market, rapidly transforming from a
multiline company to an integrated wealth

management pure-play.

In 2002, we will build on this foundation by
continuing to focus on our key competitive

advantages:

B> Continually developing new products
and services to meet changing market
demands;

D> Expanding and leveraging our broad
distribution network;

D> Leveraging Team Phoenix, our distinctive
competitive advantage; and,

B> Helping advisors serve their clients by
offering effective programs and tools
and superior technology support.

Our aim is to achieve steady, profitable
growth. We made progress during 2001 on
our goal of cash return on equity (ROE),
excluding venture capital, of 8 to 10
percent by the end of 2003. In 2002, our
focus is on driving for higher revenues and
lower expenses and on optimizing our

capital position.

The Right Products
at the Right Time

Long-term demographic trends will drive
growth in the wealth management market.

We are well-positioned to capitalize on this

opportunity.




We continue to strengthen

our FOCUS on the large and

growing W€ ig managem t market.

Our wealth management products are
among the best in the industry and our
approach — bringing together an array of
products to help the affluent and high net
worth accumulate, preserve and transfer
their wealth — differentiates us. Over the
past three years, we have concentrated
our attention on continually evolving our
product portfolio to meet the changing
needs of our market and to achieve

higher returns.

in 2001, we completed the transition in life
insurance sales from participating, or
dividend-paying policies, to non-participating
products such as variable universal life and
universal life. We also aggressively expanded
our annuity business, which, unlike most of
the industry last year, experienced very strong
sales growth. We took our private placement
variable life and annuity business to a higher
level, launching an important new relationship
to provide these products through Salomon
Smith Barney's highest-end producers. ‘

We also intensified our focus on fixed-
income products, such as universal life and
fixed annuities, to bring more balance to our
business mix with less dependence on the

equity markets.

In investment management, we announced
the acquisitions of Kayne Anderson Rudnick
Investment Management and Capital West
Asset Management to strengthen our
position in separately managed accounts,
which are highly attractive to the affluent
and high net worth and one of the fastest
growing investment product areas. Our
distinctive multi-manager model now
includes 11 money managers spanning a

full range of investing styles.

Pro forma, the acquisitions of Kayne
Anderson Rudnick and Capital West added
$7.6 billion in assets under management
and increased our year-end sponsored
managed account assets by more than
80 percent. They also brought a number
of exceptional investment and sales
professionals into our organization,
broadening our product offerings and
distribution force. Both firms are
represented in Salomon Smith Barney's
managed account program, which is the

largest in the country.

Together, these acquisitions add 15 new
managed account investment strategies to
our offerings. We now have 28 strategies
represented by various managers in six

of the largest sponsored managed

account programs.

Alternative Financial Products is another
attractive growth business because both
institutional and high-net-worth investors
like the diversification these non-traditional

products offer.

In 2001, we expanded our alternative
offerings with two collaterized bond and
debt obligations (CBOs and CDQs). We
also formed a strategic alliance with Arden
Asset Management, a leading global hedge
fund of funds company, to develop and
distribute a hedge fund of funds product to
investors worldwide. In 2002, we expect to
add several new alternative products,
including a registered fund of hedge funds

for individuals.

A Winning
Distribution Strategy

Our expanding distribution network,
particularly at non-affiliated distribution
channels, is key to higher sales. We have
made significant investments in our
distribution capabilities over the past three
years, which began to pay off in 2001. We
expect further gains from these investments
in 2002 and beyond.
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During 2001, we increased the number of
wholesalers in each of our three wholesaling
areas — life, annuities and investment
management — implemented our Team
Phoenix approach and broadened our

distribution partnerships.

Team Phoenix leverages relationships across
our three wholesaling units to offer a full
range of products and services that meet
the needs of the affluent and high net
worth. It also strengthens and grows our
selling relationships because it allows us to
establish a relationship with one product

area and then expand on multiple fronts.

During 2001, Team Phoenix proved its
effectiveness through deepened
relationships with several of our existing
distribution firms, such as Merrill Lynch,
AXA, A.G. Edwards and Paine Webber, and
opened doors to new ones at such firms as
Salomon Smith Barney and Connecticut-
based Webster Bank.

In 2001, we became the sole third-party
provider of wealth management products
and services for State Farm Life Insurance
Company'’s high-net-worth customers, and

we made steady progress toward realizing

the full potential of this relationship. We
trained and certified about 20 percent of
State Farm's 10,000 securities-licensed
agents, and we are certifying new agents

at a rate of 700 to 800 per month. Our
relationship with State Farm gives us
potential access to approximately 30 percent
of the high-net-worth households in the
United States.

In 2001, WS Griffith Advisors, Inc., our
retail distribution arm and a wholly owned
subsidiary of Phoenix, continued its
transition to a full-service financial services
organization, setting up the business to
operate with an open architecture and
access to best-in-class products from

various product providers.

There is also an opportunity for us to grow
the distribution of our wealth management
products and services globally. Our
approach in the international arena is to
focus on high-growth opportunities without
investing significant capital. Our investment
in Aberdeen Asset Management, LTD is a
good example. We own approximately a
quarter of this Scotland-based asset
manager, which has consistently provided
solid earnings contributions. We also own

approximately 12 percent of Lombard

e

International Assurance S.A., a Luxembourg
company that provides investment-linked
insurance to high-net-worth individuals in

eight European countries.

Our Expertise:
A Competitive Advantage

Our deep understanding of the affluent and
high-net-worth market enables us to develop
tailored programs that help advisors better

serve their clients.

For example, when the complicated new
estate tax law was enacted last June, we
quickly developed a comprehensive Estate
Tax Planning kit with an array of tools to
help advisors understand the law and how
it affected their affluent and high-net-

worth clients.

But, wealthy individuals and families require
more than expert estate tax counsel. They
need a long-term wealth management plan
that has the flexibility to address their
changing needs. During 2001, we launched
Life Plans, a set of product enhancements
and strategies that advisors can use to
support the distinct goals of their wealthy

clients throughout their lifetime.




We will continually evolve our product OrthI 1O to meet

the changing needs of our market.

i o R A b A it

Today's wealthy face unique emotional
issues as well. This is true for all families
of means, but even more so for those
with newly acquired wealth. In response,
we developed our Exploring the Family
Dynamics of Wealth Program to help
advisors address various wealth-related

issues that high-net-worth families face.

After September 11, with the country
shaken and the stock market closed for two
weeks, we responded to the needs of
advisors and their clients with our Crisis in
Perspective program. By September 13,
our investment management wholesalers
began conducting the first of nearly 700
forums for affluent investors to help them
look at and deal with their particular
situations in light of the precipitous drop
in the equity markets.

We also expanded our trust operation to
better support our wholesalers and the
advisors they work with, receiving a charter
to market trust services in all 50 states.
Previously, our trust operation could serve

clients only on a limited regional basis.

Technology is another critical link between
Phoenix and our market. But technology is

expensive. Our strategy of deploying

technology intelligently includes relying on
the blended capabilities of our U.S.
operations and Phoenix Global Solutions,
our India-based operations, to support the
business. This strategy resulted in $6 million
in cost savings last year. In 2001, we
concentrated our efforts on redesigning our
internet site to better support advisors and
build and expand our distribution
relationships. We are in the process of
consolidating all technology functions
corporate-wide to achieve greater

efficiencies and increase their effectiveness.

2002 — A Key Year

in the end, 2001 was a year of change,
challenge and, ultimately, progress toward
our goal of steady, consistent, profitable
growth. Our entire organization worked
hard to build our business and made
significant sacrifices along the way, helping
to reduce expenses by consolidating staff
functiohs and by deferring bonuses and
salary increases for exempt employees until
February 2003.

We know that in 2002 — our first full year as
a public company — we must demonstrate
that we can meet or exceed the financial

goals we set. We are confident in our

et

strategy, as well as our ability to achieve our
goal of cash ROE, excluding venture capital,
of 8 to 10 percent by the end of 2003. At
the end of fourth quarter 2001, this stood

at 5.4 percent annualized.

I'want to thank our employees, associates
and Board of Directors for your exceptional
work in transforming Phoenix into a public
company. My thanks to advisors, financial
consultants and their clients for continuing
to turn to us for your wealth management
needs. And my sincerest thanks to our
owners, who understood our growth
potential through your investment in The

Phoenix Companies.

We believe we are a growth story. We are
not out to be the biggest player, only the

best in our niche. We look with confidence
to 2002 and to building shareholder value

for the long term.

AW Fondi

Robert W. Fiondella

Chairman of the Board and Chief Executive Officel

March 2002
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The Phoenix Companies, Inc. (NYSE:PNX)

is a leading provider of wealth management products and services

to individuals and institutions. Through a variety of advisors and
financial services firms, Phoenix helps the affluent and high net worth
accumulate, preserve and transfer their wealth with an innovative
portfolio of life insurance, annuity and investment management
products and services. With a history dating to 1851, The Phoenix
Companies, Inc. has two principal operating subsidiaries, Phoenix Life
Insurance Company and Phoenix Investment Partners, Ltd., and
offers trust services through another subsidiary, Phoenix National
Trust Company. Phoenix has corporate offices in Hartford, Conn.

For more information on Phoenix, visit www.phoenixwm.com.

@ENHX WEALTH MANAGEMENT®
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PART I

Item I. Busimess

Description of Business

We are a leading provider of wealth management products and services offered through a variety of select advisors and
financial services firms to serve the accumulation, preservation and transfer needs of the affluent and high-net-worth market,
businesses and institutions. We refer to our products and services together as our wealth management solutions. We offer a
broad range of life insurance, annuity and investment management solutions through a variety of distributors. These
distributors include affiliated and non-affiliated advisors and financial services firms who make our solutions available to
their clients.

The affluent and high-net-worth market is a growing market with significant demand for customized products and services.
We define affluent as those households that have annual income of at least $100,000 or net worth, excluding primary
residence, of at least $500,000; and we define high-net-worth, a subset of the affluent category, as those households that have
net worth, excluding primary residence, of over $1,000,000. Our wealth management solutions are designed to assist advisors
and their clients in this target market to achieve three main goals: :

o the accumulation of wealth, primarily during an individual's working years;
o the preservation of income and wealth during retirement and following death; and

o the efficient transfer of wealth in a variety of situations, including through estate planning, business continuation
planning and charitable giving.

We provide our wealth management solutions to the affluent and high-net-worth market through an array of distribution
channels, including: '

o non-affiliated financial intermediaries such as national and regional broker-dealers, financial planning firms,
advisor groups and other insurance companies; and

o our affiliated retail producers, most of whom are registered representatives of our wholly-owned retail broker-
dealer WS Griffith Advisors, Inc. (“WS Griffith”).

Segments

We provide our wealth management solutions through two operating segments — Life and Annuity and Investment
Management. Both segments serve the affluent and high-net-worth market which presents opportunities to leverage their
capabilities and relationships. In addition, Investment Management, through Phoenix Investment Partners, Ltd. (“PXP”), a
wholly-owned subsidiary, and its affiliated asset managers, manages both the general account of our Life and Annuity
business and many of the portfolios available through Life and Annuity's product lines.

We report our remaining activities in two additional non-operating segments — Venture Capital and Corporate and Other.
Venture Capital includes investments primarily in the form of limited partner interests in venture capital funds, leveraged buyout
funds and other private equity partnerships sponsored and managed by third parties. Corporate and Other includes unallocated
capital and expenses as well as certain businesses not of sufficient scale to report independently. These segments are significant
for financial reporting purposes, but do not contain products or services relevant to our core wealth management operations.
Life and Annuity Segment

Through Life and Annuity, we offer a variety of life insurance and annuity products through affiliated and non-affiliated
distributors. We believe our competitive advantage in this segment consists of five main components:

o our innovative products;

s our diversified asset management capability;




Non-affiliated Distribution

We began to use non-affiliated distribution in 1954, primarily by selling life insurance products through agents of other
insurance companies. For many years, non-affiliated distribution has represented a significant portion of our sales and in
recent years we increased our emphasis on this distribution source.

Since late 1999, we significantly strengthened our wholesaling teams, in order to enhance our relationships with distributors
in each of our product areas. As of December 31, 2001, we employed fifty-seven life insurance wholesalers, thirty-three
variable annuity wholesalers and twenty-seven investment management wholesalers, compared to forty-two, one and twenty-
four, respectively, as of December 31, 1999.

During the years 2001 and 2000, 81% and 70%, respectively, of total life insurance sales, as measured by new annualized and
single premiums, were from non-affiliated distribution sources. Variable annuity sales through non-affiliated distribution
accounted for 80% and 42% of gross annuity deposits during 2001 and 2000, respectively.

The Team Phoenix Approach. In addition to broadening our distribution system by developing new relationships, it is our
strategy to deepen our market penetration by selling a greater array of products through existing distribution sources. We
seek to execute this strategy through collaborative account development, whereby our life insurance, annuity and investment
management wholesalers introduce one another to distributors with whom they have relationships, and encourage those
distributors to sell additional categories of our products. This Team Phoenix approach, which we initiated in 1999, often
involves joint marketing presentations and specialized services to advisors. We believe having many of the same investment
choices available in each of our product lines contributes to the success of this approach since, in our experience, a distributor
‘already comfortable with our investment options in one product line is generally more receptive to the idea of selling
additional product lines.

National and Regional Broker-Dealers. National and regional broker-dealers are those brokerage firms that engage
individual advisors as employees rather than as independent contractors. To meet the evolving wealth management needs of
their customers, national and regional broker-dealers are beginning to offer products, such as life insurance, in which they
may have little experience. Simultaneously, many of these firms are seeking to rationalize their relationships with product
providers in favor of those that offer a range of products together with services designed to support advisors' sales efforts. We
believe our ability to offer wealth management solutions based on an array of life insurance, annuity and investment
management products positions us to benefit from these trends. For example, in 2001 our life products represented 13% of
Merrill Lynch Life Agency's non-proprietary life insurance sales. During that year, Merrill Lynch's sales of our variable
universal life products increased 15% by premium and its sales of all our products combined increased 12%. Despite virtually no
sales in 2000, Merrill Lynch’s sales of our annuity products reached $246 million in 2001, after a successful product launch in
September. The leading non-proprietary annuity sold in Merrill Lynch’s system in 2001 was our product. Our market share of
life insurance products sold through A.G. Edwards also has grown significantly, due in part to the wealth transfer training
seminars we have conducted with advisors employed by that firm. We were A.G. Edwards' fourth most significant life carrier in
2000 and 2001 in terms of sales, compared with our position as eleventh in 1998.

Financial Planning Firms. Financial planning firms are brokerage firms that engage individual advisors as independent
contractors rather than as employees. Financial planning firms have begun to show significant interest in expanding their
offerings to include wealth preservation and transfer products. To capitalize on this trend, we focus on the development of
relationships directly with the financial planning firm rather than with the individual financial planners. This entity-focused
approach permits us to maximize the number of individual registered representatives who potentially may sell our products.
As an example of our focus on financial planning firms, in 2000 we exceeded $1.4 million in annualized life premiums through
Financial Services Corporation (“FSC”). FSC, a leading financial planning firm, is a subsidiary of Sun America. We are one of
seven core life insurance carriers for the FSC Access Group, an internal FSC producer group.

Advisor Groups. The recent industry trend toward affiliations among small independent financial advisors has led to advisor
groups becoming a distinct class of distributors. We believe we have a particularly strong position as a provider of life
insurance products through Partners Marketing Group, Inc. (“PartnersFinancial”’) which, since 1999, has been an important
component of the National Financial Partners (“NFP”) organization. PartnersFinancial is a marketing organization with
reported revenues of $85.5 million for 2001 from life insurance broker-dealer and executive benefit operations. We are one of
PartnersFinancial's six core life carriers. We recently developed a co-branded second-to-die life insurance product for NFP
and, in early 2000, we began selling our products through NFP Securities, the broker-dealer for NFP.




Insurance Companies. Insurance companies have been moving their agents into an advisor/planner role, resulting in a need
to provide their agents, particularly their top producers, with a wider selection of life insurance products to sell. Insurance
companies responded to this need, in part, by negotiating arrangements with third party providers, including other insurance
companies. We are taking advantage of this trend by developing distribution relationships with financial services providers
such as AXA Financial Inc. (“AXA”) and its outbrokerage outlet for internal producers, AXA Network. In addition, we
continue to maintain relationships with individual agents of other companies and independent agents.

In March 2001, we entered into an agreement with a subsidiary of State Farm to provide various products and services to
State Farm and its subsidiaries and policyholders, including estate, retirement, executive benefits and charitable gift planning.
The agreement also offers us the opportunity to provide to State Farm's affluent customers, through qualified State Farm
agents, additional life and annuity products and services not previously available from those agents. We trained and certified
about 20% of StateFarm'’s ten thousand securities-licensed agents, and we are certifying new agents at a rate of 700 to 800
per month. Qur relationship with State Farm gives us potential access to approximately 30% of the high-net-worth
households in the United States.

Emerging Distribution Sources. PFG offers private placement life and annuity products through a variety of distribution
sources with access to the high-net-worth market including: family offices, financial institutions, accountants and attorneys.
We also offer our life and annuity products through non-traditional sources such as private banks and private banking groups
within commercial banks.

Affiliated Distribution

QOur affiliated retail distribution channel consists primarily of career producers of Phoenix Life Insurance Company
(“Phoenix Life”). Substantially all of our career producers are licensed securities representatives of our wholly-owned
broker-dealer, WS Griffith. Our career producers principally sell Phoenix Life products, but may sell the products of other
companies as well. In 2001, Phoenix Life products represented 70% of WS Griffith's sales from variable annuity and life
products, 76% of its total variable annuity deposits and 57% of its total variable universal life premiums. WS Griffith recorded a
45% increase in registered investment management fees in 2001 compared to 2000. WS Griffith has over 900 affiliated retail
producers. ’

To complement our affiliated distribution capability, we also own a majority interest in Main Street Management Company
(“Main Street Management”), a broker-dealer with approximately 250 registered representatives and a strong focus on
variable products and mutual funds.

Life and Annuity Support and Services

We believe we have a competitive advantage in Life and Annuity due to our practice of providing distributors with a variety
of services, including:

= market education programs designed to help advisors better understand the financial product ownership patterns of
the affluent and high-net-worth market and to assist advisors in marketing to specific customer segments such as
senior corporate executives, business owners and high-net-worth households;

e marketing programs, including special events, that provide distributors access to the affluent and high-net-worth
market;

o customized advice on estate planning, charitable giving planning, executive benefits and retirement planning,
provided by a staff of professionals with specialized expertise in the advanced application of life insurance and
variable annuity products. This staff includes nine attorneys with an average of approximately twenty years
experience, who combine their advice with tailored presentations, educational materials and specimen legal
documents;

° separate nationwide teams of product specialists who provide education and sales support to distributors and who
can act as part of the advisory team for case design and technical support;

° investment management and investment allocation strategies including our Complementary Investment Analysis
tool which identifies investment options offered both by us and third parties that are suitable for an individual's
allocation needs,




o an underwriting team with significant experience in evaluating the financial and medical underwriting risks
associated with affluent and high-net-worth individuals. These individuals generally purchase high face-value
policies, requiring more extensive underwriting analysis; and

o internet-accessible information that makes it easier for our distributors to do business with us. This includes
interactive product illustrations, educational and sales tools, and online access to forms, marketing materials and
policyholder account information.

Underwriting

Insurance underwriting is the process of examining, accepting or rejecting insurance risks, and classifying those accepted, in
order to charge appropriate premiums or assess appropriate mortality charges for each accepted risk. Underwriting also
determines the amount and type of reinsurance levels appropriate for a particular type of risk. By using reinsurance, we can
limit our risk.

We believe we have particular expertise in evaluating the underwriting risks relevant to our target market. We believe this
expertise enables us to make appropriate underwriting decisions, including, in some instances, the issuance of policies on
more competitive terms than other insurers would offer. Phoenix Life has a long tradition of underwriting innovation.
Beginning in 1955, we were among the first insurance companies to offer reduced rates to women. We believe we were the
second company to offer reduced rates for non-smokers, beginning in 1967. Our underwriting team includes doctors and
other medical staff to ensure, among other things, that we are focused on current developments in medical technology.

Our underwriting standards for life insurance are intended to result in the issuance of policies that produce mortality
experience consistent with the assumptions used in product pricing. The overall profitability of our life insurance business
depends to a large extent on the degree to which our mortality experience compares to our pricing assumptions. Our
underwriting is based on our historical mortality experience, as well as on the experience of the insurance industry and of the
general population. We continually compare our underwriting standards to those of the industry, generally to assist in
managing our mortality risk and to stay abreast of industry trends.

Our life insurance underwriters evaluate policy applications on the basis of the information provided by the applicant and
others. We use a variety of methods to evaluate certain policy applications, such as those where the size of the policy sought
is particularly large, or where the applicant is an older individual, has a known medical impairment or is engaged in a
hazardous occupation or hobby. Consistent with industry practice, we require medical examinations and other tests
depending upon the age of the applicant and the size of the proposed policy.

Qur COLI policies covering multiple lives are issued on a guaranteed issue basis, within specified limits per life insured,
whereby the amount of insurance issued per life on a guaranteed basis is related to the total number of lives being covered
and the particular need for which the product is being purchased. Guaranteed issue underwriting applies to employees
actively at work, and product pricing reflects the additional guaranteed issue underwriting risk.

Life and Annuity Competition

We face significant competition in our life insurance and variable annuity businesses from a wide variety of financial
institutions, including: insurance companies, investment management companies, banks, broker-dealers, and financial
planning firms. Our competitors include larger and, in some cases, more highly rated insurance companies and other financial
services companies. Some competitors have penetrated more markets and have greater resources than us. Many competitors
offer similar products and use similar distribution sources.

As we continue to focus on the development of our non-affiliated distribution system, we increasingly must compete with
other providers of life insurance and annuity products to attract and maintain relationships with productive distributors that
have the ability to sell our products. Qur ability to attract distributors for our life insurance and annuity products could be
adversely affected if for any reason our products became less competitive or concerns arose about our asset quality or ratings.

We also face competition for access to distributors of life insurance and variable annuity products. Much of this competition
is based on the pricing of products and the advisors' or distributors’ compensation structures.




Life and Annuity Financial Information

See Management's Discussion and Analysis in this Form 10-K for Life and Annuity segment financial information.

Investment Management Segment

We conduct activities in Investment Management largely through PXP and its subsidiaries, comprising two lines of business
— private client and institutional. Through our private client line of business, we provide investment management services
principally on a discretionary basis, with products consisting of open-end mutual funds and managed accounts. Managed
accounts include intermediary programs sponsored and distributed by non-affiliated broker-dealers and direct managed
accounts which are sold and administered by us. These two types of managed accounts generally require minimum
investments of $100,000 and $1 million, respectively. Our private client business also provides transfer agency, accounting
and administrative services to most of our open-end mutual funds.

Through our institutional line of business, we provide discretionary and non-discretionary investment managemcnt services
primarily to corporations, multi-employer retirement funds and foundations, as well as to endowment, insurance and other
special purpose funds. In addition, we offer our institutional clients alternative financial products, including structured
finance products and closed-end funds. Structured finance products include collateralized debt and bond obligations backed

by portfolios of public high yield bonds, emerging markets bonds, commercial mortgage-backed and asset-backed securities
and/or bank loans.

We conduct activities in Investment Management largely through PXP and its subsidiaries. Investment Management also
includes our minority investment in Aberdeen Asset Management plc (“Aberdeen”). We acquired 22% of the common stock
of Aberdeen in a series of transactions from 1996 through May 2001.

Affiliated Asset Managers

We provide investment management services through eleven affiliated asset managers. We provide our affiliated asset
managers with a consolidated platform of distribution and administrative support. Each manager retains autonomy with
respect to the investment process while we monitor performance and ensure that each manager adheres to its stated
investment style. Our affiliated managers, and their respective styles, products and assets under management, are as follows:

Assets Under
Management at
Affiliated Advisor/ December 31, 2001
PXP Ownership/Location Investment Styles Products (in billions)
Goodwin™" Capital Advisors” | Fixed Income — Mutual Funds
100% Sector Rotation Institutional Accounts
Hartford, CT Structured Finance Products
Phoenix Life General Account $16.3

Seneca Capital Management Equities — Mutual Funds
LLC (“Seneca™) / 68.4% / Growth with Controlled Risk | Sponsored Managed Accounts
San Francisco, CA Earnings-Driven Growth Direct Managed Accounts

Tax Sensitive Growth Institutional Accounts

Fixed Income — Structured Finance Products

Value Driven $15.0
Roger Engemann and Equities — Mutual Funds
Associates, Inc. (“Engemann”) / Classic Growth Sponsored Managed Accounts
100% / Pasadena, CA Direct Managed Accounts $7.6
Duff & Phelps Investment Equities — Mutual Funds
Management Co. (“DPIM”) / Core Sponsored Managed Accounts
160% / Chicago, IL Fixed Income - Institutional Accounts

Core Closed-end Funds $6.9
Oakhurst™ Asset Managers” | Equities - Mutual Funds
100% / Scotts Valley, CA Systematic Value $2.1




Assets Under
Management at
Affiliated Advisor/ December 31, 2001
PXP Ownership/Location Investment Styles Products (in billions)
Zweig Fund Group (“Zweig”)/ | Equities/Fixed Income ~ Mutual Funds
100% / New York, NY Tactical Asset Allocation Closed-end Funds
' Market Neutral $2.0

Hollister™" Investment Equities ~ Mutual Funds
Management'”/ 100% / Traditional Value Managed Accounts
Sarasota, FL Institutional Accounts $1.0
Walnut Asset Management Eguities — Direct Managed Accounts
LLC (“Walnut”) / Relative Value Institutional Accounts
75% / Philadelphia, PA Fixed -

Quality Fixed Income $0.7
Aberdeen Fund Managers® / Equities — Mutual Funds
Ft Lauderdale, FL International $0.4
Capital West Asset Equities — Direct Managed Accounts
Management, LLC - Quantitative Value-Biased Institutional Accounts
(“CapWest”) / 65% / Denver, CO | Large Cap

Core Small Cap $0.1
Kayne Anderson Rudnick Equities — Sponsored Managed Accounts
Investment Management, LLC | Quality at Reasonable Price Direct Managed Accounts
(“KAR"®/ 60% / Mutual Funds
Los Angeles, CA (see footnote 3)

Total Assets Under Management $52.1

(1) A division of Phoenix Investment Counsel, Inc., an indirect wholly-owned subsidiary of PXP.

(2) A subsidiary of Aberdeen.

(3) A majority interest in KAR was acquired on January 29, 2002. At the date of closing, accounts totaling $7.5 billion in
assets under management had consented to the transaction.

Investment Management also includes a minority investment by Phoenix Life in Aberdeen, a Scottish investment
management company with institutional and retail clients in the United Kingdom, as well as in continental Europe, Asia,
Australia and the U.S. Aberdeen has offices in seven countries, including Scotland, England, Singapore and the U.S. Our
strategic investment in Aberdeen provides us with a means of participating in global asset management.

Investment Management Products
Private Client Products

Managed Accounts. We provide investment management services through participation in sixty-one intermediary managed
account programs sponsored by various broker-dealers such as Merrill Lynch and Morgan Stanley Dean Witter. These
programs enable an advisor's client to select PXP as the provider of discretionary portfolio management services, in return for
an asset-based fee paid by the client to the broker-dealer, which then pays a management fee to us. Seven of these programs
include more than one of our affiliated asset managers. In 2001, we were one of the largest managers of client assets in the
"Consults” intermediary managed account program of Merrill Lynch. As of December 31, 2001 we managed 39,010 accounts
relating to such intermediary managed account programs, representing approximately $5.8 billion of assets under
management.

Mutual Funds. Qur affiliated asset managers are investment advisers and/or sub-advisers to fifty-four open-end mutual
funds, which had aggregate assets under management of approximately $11.2 billion as of December 31, 2001. These mutual
funds are available primarily to retail investors. Fourteen of these funds are included as investment choices to purchasers of
our variable life and variable annuity products.

Institutional Products
Institutional Accounts. We have over six hundred institutional clients, consisting primarily of medium-sized pension and

profit sharing plans of corporations, government entities and unions, as well as endowments and foundations, public and
multi-employer retirement funds and other special purpose funds.
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Closed-End Funds. We manage the assets of five closed-end funds, each of which is traded on the New York Stock
Exchange: Duff & Phelps Utility Tax-Free Income, Inc.; Duff & Phelps Utility and Corporate Bond Trust; Duff & Phelps
Utilities Income, Inc.; The Zweig Fund, Inc.; and The Zweig Total Return Fund, Inc.

Structured Finance Products. We manage eight structured finance products, and also act as a sub-adviser to a structured
finance product sponsored by a third party. These products are collateralized debt and bond obligations backed by portfolios
of high yield bonds, emerging markets bonds and/or asset-backed securities.

Phoenix Life General Account and Related Assets. PXP manages most of the assets of the Life Companies’ general accounts,
as well as other assets such as the Phoenix Life pension plan.

Investment Management Distribution and Marketing

We distribute our private client Investment Management products through advisors at non-affiliated national and regional
broker-dealers, advisor groups, and financial planning firms, as well as through WS Griffith and Main Street Management.
As of December 31, 2001, we employed twenty-seven wholesalers, supported by marketing staff, technology, and planning
and educational tools, to call on advisors at these distribution channels. All eleven of our asset managers are marketed
exclusively through this wholesaling platform, providing us with both operational efficiencies and significant cross-selling
opportunities.

We also have an Institutional Marketing Group, which markets our complete institutional product offering to consultants and
other institutional clients. This shared platform, which was first set up in 2000, is complemented by experienced institutional
salespersons at several of our affiliated asset managers.

We seek to expand private client distribution and marketing of our Investment Management products by leveraging the
relationships of our affiliated asset managers with broker-dealers to get additional asset managers represented in existing
intermediary programs, as well as by selling our mutual fund offerings to managed account clients. Similarly, we expect to
leverage our existing institutional investment advisory relationships by offering consultants and their clients centralized
access to all of our investment management styles, including alternative financial products.

Distribution of Private Client Products

We distribute managed accounts through financial intermediaries such as broker-dealers, and directly through our affiliated
asset managers. [n particular, we attempt to leverage our distribution relationships for Life and Annuity products to enhance
our distribution of managed accounts. We believe distributors who are familiar with our Life and Annuity products are more
receptive to selling our managed account products. We distribute our mutual fund products through non-affiliated national
and regional broker-dealers, financial advisors and other financial institutions, representing approximately 2,400 selling
agreements and 23,000 registered representatives. We also distribute mutual funds through our wholly-owned retail broker-
dealer, WS Griffith.

Distribution of Institutional Products

We direct our institutional marketing efforts primarily toward investment management consultants who are retained by
institutional investors to assist in competitive reviews of potential investment managers. These consultants recommend
investment managers to their institutional clients based on their review of investment managers' performance histories and
investment styles. We maintain relationships with these consultants and provide information and materials to them in order to
facilitate their review of our funds.
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PXP Assets Under Management

The following table presents information regarding the assets under management by PXP as of the dates indicated:

Asset Flow Summary

For the Year Ended December 31,

1999 2000 2001

Private Client Products: (in millions)

Mutual Funds:

Assets under management, beginning of period ..................... $ 14,407.4 $18,073.4 $14,716.7
Deposits and reinvestments........oovvcvericeireeresesinennmsnssensonines 1,657.8 2,068.5 1,817.8
Redemptions and withdrawals..........cc.ccovneeiniininneiiienn, (3,216.3) (3,492.0) (2,756.4)
Asset flows from acquisitions, dispositions and

1eClaSSTFICATONS ..o s eeraessaens 2,099.8 -- -
Performance (net Of fE€5).....c.ccoverirerriinereereereverrnenreseeneneene 3,124.7 (1,933.2) (2,556.5)
Assets under management, end of period........occeevrinins $18,073.4 $14,716.7 $11,221.6

Intermediary Programs:

Assets under management, beginning of period..........ccce..... $ 5,969.6 $ 8,689.7 $ 8,404.1
Deposits and reinvestments... ..o wevviiinnirenrinsiaessesnes 2,002.5 3,668.9 2,607.7
Redemptions and withdrawals............c.ceovivvienvencniiinninnns (876.1) (1,408.0) (2,316.0)
Asset flows from acquisitions, dispositions and ‘

1eClasSIfICAtIONS™........oreere s eeevs e sseens e esaienes -- -- 10.7
Performance (net 0f f8€8)...cuvvevinerneiirseseercnineereseeneanne 1,593.7 (2,546.5) (2,886.9)

Assets under management, end of period.........ccocvveenincnnnn. $ 8,689.7 $ 8,404.1 $ 5,819.6

Direct Managed Accounts: :

Assets under management, beginning of period...................... $ 2,749.1 $ 3,509.9 $ 3,056.0
Deposits and reinvestments.........cocvecmivimmemininiisssenns 140.7 200.5 114.2
Redemptions and withdrawals.........cocecevcenniniinicnninnnn (158.2) (211.8) (230.4)
Asset flows from acquisitions, dispositions and

1eclassifications® @........cooooveevoeeesises s 433.0 (130.0) 737.8
Performance (net 0f fees)......ccvvvererermnirirerrercenneeneerennins 345.3 (312.6) (658.9)

Assets under management, end of period..........ccccceviicinininn. $ 3,509.9 $ 3,056.0 $ 3,018.7

Imstitutional Products:

Assets under management, beginning of period...........c.cce...... $30,361.3 $ 34,3284 $30,416.0
Deposits and reinvestments.........ccvurvereerrirersesisnecreneniianens 5,843.7 5,572.5 4,989.0
Redemptions and withdrawals.........ccovecieininncininnnininns (5,025.6) (7,355.6) (3,766.9)
Asset flows from acquisitions, dispositions and

reclassifications®® @S, 1,246.5 (3,206.0) 1,054.1
Performance (net 0f E€5).......ocovvvirirarerieeererenenienienresrennens 1,902.5 1,076.7 (662.0)

Assets under management, end of period.......c..ccovveevccverennens $34,328.4 $30,416.0 $32,030.2

Total:

Assets under management, beginning of period........c.ccccocuen $53,487.4 $ 64,601.4 $56,592.8
Deposits and reinvestments........coueeeveereenniriinireienennenns 9,644.7 11,510.4 9,528.7
Redemptions and withdrawals...........cveeeeereernercrnnrneenens (9,276.2) (12,467.4) (9,069.7)
Asset flows from acquisitions, dispositions and

FEClASSITICALIONS. c.cvierviiieieeieeeresiee e e s e saesrerssvesaeraens 3,779.3 (3,336.0) 1,802.6
Performance (net of fees).....occovervrrrrercmreerreserecsri e 6,966.2 (3,715.6) (6,764.3)

Assets under management, end of period.........cococcvveenrervineins $64,601.4 $56,592.8 $52,090.1

@) Includes asset inflows of $2.1 billion related to the Zweig acquisition in 1999. ,

2) Includes asset inflows of $0.7 billion related to the Walnut acquisition in 2C01.

3) Includes asset outflows of $3.3 billion in 2000 related to the sale of Cleveland operations.

4) Includes asset inflows of $1.7 billion related to the Zweig acquisition and $0.8 billion related to the Phoenix IPO in

1999 and 2001, respectively.
(5) Includes asset inflows of $0.1 billion from CapWest in 2001.
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Investment Management Competition

We face substantial competition in all aspects of our investment management business.

In our private client business, we compete for affluent and high-net-worth customers with a large number of investment
management firms and others. We compete for mutual fund business with hundreds of fund companies. Many of our
competitors in the mutual fund industry are larger, have been established longer, offer less expensive products, have deeper
penetration in key distribution channels and have more resources. Competition in the private client segment is based on
several factors, including: investment performance, the ability to successfully penetrate distribution channels, service to
advisors and their clients, product development that meets the changing needs of advisors and their clients, fees and expense
control.

The institutional asset management business is also highly competitive, with over 23,000 registered investment advisory
firms active nationwide. Consolidation activity in recent years has increased the concentration of competitors within certain
asset classes. We compete with other investment management firms, insurance companies, banks and mutual fund
companies, many of which are larger and have greater resources. We believe the keys for competing successfully in the
institutional segment are investment performance and customer service. Our competitive strategy focuses on attracting assets
through superior performance. Consistent with this strategy, we continually evaluate opportunities to develop internally or
acquire investment management operations and strive to improve our investment management products and services.

Investment Management Financial Information

See Management’s Discussion and Analysis in this Form 10-K for Investment Management segment financial information,

Venture Capital Segment

We have invested in the venture capital markets for over twenty years through Phoenix Life’s investment portfolio. Venture
capital represented 4% and 2% of total investments and cash and cash equivalents as of December 31, 2000 and 2001,
respectively. The carrying value of our venture capital partnerships was $291.7 million as of December 31, 2001.

Our venture capital investments are primarily in the form of limited partnership interests in venture capital funds, leveraged
buyout funds and other private equity partnerships sponsored and managed by third parties. We refer to all of these types of
investments as venture capital. We currently have eighty-eight parinership investments through forty-one sponsors. We
believe our long-standing relationships and history of consistent paiticipation with many well-established venture capital
sponsors gives us preferred access to attractive venture capital opportunities.

We view our venture capital investments as an opportunity to enhance our portfolio returns. Returns in recent years have had
a significant impact on our earnings, which has lead us to report venture capital as a separate reporting segment. We
generally allocate between 1.0% and 1.5% of annual investable cash flow to venture capital investments.

Venture Capital Financial Information
See Management’s Discussion and Analysis in this Form 10-K for Venture Capital segment financial information.
Corporate and Other Segment

The Corporate and Other segment includes unallocated capital and expenses as well as certain businesses not of sufficient
scale to report independently. Corporate and Other also includes our international operations other than our investments in
Aberdeen and Lombard International Assurance, S.A. (“Lombard”). We are committed to establishing a presence in select
international growth markets when opportunities arise to enhance our wealth management strategy. Generally we have
targeted parts of the world where we believe there are significant opportunities in the asset accumulation market, including
pension management and/or specialized life products. As of December 31, 2001, through this segment we had a total of $40.2
million invested in businesses in six countries.

Corporate and Gther also includes an investment in Hilb, Rogal and Hamilton Company (“HRH”) which we obtained upon
our safe of American Phoenix Corporation (“APC”), our property and casualty distribution subsidiary organized in 1981. In
1999, we sold our majority interest in APC to HRH for convertible debt and an equity interest in HRH, a publicly-traded
property and casualty company. We also have contractual rights to designate two nominees for election to HRH’s board of
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directors. As of December 31, 2001, two of our designees were serving as HRH directors. As of December 31, 2001, we
owned 6.4% of the outstanding HRH common stock, 14.8% on a diluted basis. This relationship provides us with a potential
strategic marketing opportunity through HRH's distribution network.

Corporate and Other Financial Information

See Management’s Discussion and Analysis on this Form 10-K for Corporate and Other segment financial information.

Reserves

We establish and report liabilities for future policy benefits on our consolidated balance sheet to reflect the obligations under our
insurance policies and contracts. Our liability for variable universal life insurance and universal life insurance policies and
contracts is equal to the cumulative account balances, plus additional reserves we establish with respect to policy riders.
Cumulative account balances include deposits plus credited interest, less expense and mortality charges and withdrawals.
Reserves for future policy benefits for whole life policies are calculated based on actuarial assumptions that include investment
yields, mortality, lapses and expenses.

Reinsurance

While we have underwriting expertise and have experienced favorable mortality trends, we believe it is prudent to spread the
risk associated with our life insurance products through reinsurance. As is customary in the life insurance industry, our
reinsurance program is designed to protect us against adverse mortality experience generally and to reduce the potential loss
we might face from a death claim on any one life.

We cede risk to other insurers under various agreements that cover individual life insurance policies as a means of reducing
mortality risk. The amount of risk retained by us depends on our evaluation of the specific risk, subject, in certain
circumstances, to maximum limits based on characteristics of coverage. Under the terms of our reinsurance agreements, the
reinsurer agrees to reimburse us for the ceded amount in the event a claim is incurred. However, we remain liable to our
policyholders with respect to ceded insurance if any reinsurer fails to meet its obligations. Since we bear the risk of
nonpayment by one or more of our reinsurers, we cede business to well-capitalized, highly rated insurers. While our retention
limit on any one life is $8 million ($10 million on second-to-die cases), we may cede amounts below those limits on a case-
by-case basis depending on the characteristics of a particular risk. Typically our reinsurance contracts allow us to reassume
ceded risks after a specified period. This right is valuable where our mortality experience is sufficiently favorable to make it
financially advantageous for us to reassume the risk rather than continue paying reinsurance premiums.

We reinsure 80% of the mortality risk on a block of policies acquired from Confederation Life Insurance Company
(“Confederation Life”) in 1997. We entered into two separate reinsurance agreements in 1998 and 1999 to reinsure 80% of
the mortality risk on a substantial portion of its otherwise retained individual life insurance business. In addition, we reinsure
up to 90% of the mortality risk on some new issues.

As of December 31, 2001, we had ceded $75.8 billion in face amount of reinsurance, representing 68% of our total face amount
of $111.7 billion of life insurance in force. The following table lists our five principal life reinsurers, together with the
reinsurance recoverables on a statutory basis as of December 31, 2001, the face amount of life insurance ceded as of December

31, 2001, and the reinsurers' respective A.M. Best ratings
Face Amount of

Relinsurance Life Insurance

Recoverables as of Ceded as of A.M. Best
Reinsurer December 31,2001  December 31,2001  Rating ¥
Transamerica Occidental Life Insurance

Company $6.2 million $8.8 billion A+

Life Reassurance Corp. of America ? $5.2 million $8.9 billion A++
Allianz Life Insurance Co. Of North America $3.7 million $9 .4 billion A++
Employers Reinsurance Corp. $3.9 million $8.0 billion At++
Annuity and Life Reassurance Ltd.” $2.4 million $4.4 billion A

) As of December 31, 2001.
(2) An affiliate of Swiss Re Life & Health America Inc.
(3) As of February 8, 2002, AM Best has placed the company under review with negative implications.
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General Development of Business

The Phoenix Companies, Inc. was incorporated in Delaware in March 2000. Cur principal executive offices are located at
One American Row, Hartford, Connecticut 06102-5056. Cur telephone number is (860) 403-5000. Our website is located at
http://www.phoenixwm.com. (This URL is intended to be an inactive textual reference only. It is not intended to be an active
hyperlink to our website. The information on our website is not, and is not intended to be, part of this Form 10-K and is not
incorporated into this report by reference.)

Phoenix Life was organized in Connecticut in 1851. In 1992, in connection with its merger with Home Life Insurance
Company (“Home Life”), the company redomiciled to New York and changed its name to Phoenix Home Life Mutual

Insurance Company (*“Phoenix Mutual™).

The Reorganization and Initicl Public Offering

On December 18, 2000, the Board of Directors of Phoenix Mutual unanimously adopted a plan of reorganization which was
amended and restated on January 26, 2001. On June 25, 2001, the effective date of its demutualization, Phoenix Mutual
converted from a mutual life insurance company to a stock life insurance company, became a wholly-owned subsidiary of
The Phoenix Companies, Inc. (“Phoenix”) and changed its name to Phoenix Life. At the same time, PXP became an indirect
wholly-owned subsidiary of Phoenix. All policyholder membership interests in the mutual company were extinguished on the
effective date and eligible policyholders of the mutual company received 56.2 million shares of common stock, $28.8 million
of cash and $12.7 million of policy credits as compensation. '

In addition, on June 25, 2001, Phoenix completed its initial public offering (“IPC”) in which 48.8 million shares of common
stock were issued at a price of $17.50 per share. Net proceeds from the IPOC were $807.9 million, which was contributed to
Phoenix Life, as required under the plan of reorganization. On July 24, 2001, Morgan Stanley Dean Witter exercised its right
to purchase an additional 1,395,900 shares of the common stock of Phoenix at the IPO price of $17.50 per share less
underwriter’s discount. Net proceeds of $23.2 million were contributed to Phoenix Life.

Phoenix Life established a closed block for the benefit of holders of certain individual life insurance policies (closed block
policies). The purpose of the closed block is to ensure that the reasonable dividend expectations of policyholders who own
policies included in the closed block are met. On the effective date of the demutualization, Phoenix Life allocated assets to
the closed block in an amount that produces cash flows which, together with anticipated revenue from the closed block
policies, are reasonably expected to be sufficient in the aggregate: (i) to support the obligations and liabilities relating to these
policies, and (i) to provide for a continuation of dividend scales in effect at that time, if the experience underlying such
scales continues. Appropriate adjustments will be made to the dividend scales when actual experience differs from the
aggregate experience underlying such scales. In particular, actual experience may, in the aggregate, be more favorable than
Phoenix Life assumed in establishing the closed block. In that case, the policy dividend scale may be increased. Conversely,
to the extent that actual experience is, in the aggregate, less favorable than Phoenix Life assumed in establishing the closed
block, the policy dividend scale may be decreased, unless Phoenix Life chooses to use assets from outside the closed block to
support the dividends. The assets allocated to the closed block and any cash flows provided by those assets will solely
benefit the holders of policies included in the closed block, except in the unlikely event of Phoenix Life’s liquidation.

In addition to the closed block assets, we hold assets outside the closed block in support of closed block liabilities.
Investment earnings on these assets less allocated expenses and the amortization of deferred acquisition costs provide an
additional source of earnings to our shareholders. In addition, the amortization of deferred acquisition costs requires the use
of various assumptions. To the extent that actual experience is more or less favorable than assumed, shareholder earnings
will be impacted.

In addition, Phoenix Life remains responsible for paying the benefits guaranteed under the policies included in the closed
block, even if cash flows and revenues from the closed block prove insufficient. Management does not believe that Phoenix -
Life will have to pay these benefits from assets outside the closed block unless the closed block business experiences very
substantial adverse deviations in investment income, mortality, policy persistency or other experience factors. Phoenix Life
intends to accrue any additional contributions necessary to fund guaranteed benefits under the closed block only if and when
it becomes probable that Phoenix Life will be required to fund any shortage.
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The following charts illustrate our corporate structure before and immediately after the demutualization.

STRUCTURE BEFORE DEMUTUALIZATION
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(1) Direct and indirect subsidiaries of this holding company include PHL Associates, Inc., Main Street Management and WS

Griffith.

(2) See note 27 — “Subsequent Events” to the Consolidated Financial Statements in this Form 10-K.

As of December 31, 2001, we employed approximately 2,185 people, and we believe our relations with our employees are

good.

Strategic Acquisitions and Investments

We made a number of strategic acquisitions and investments designed to solidify our position as a leading provider of wealth
management solutions through advisors to the affluent and high-net-worth market and to businesses and institutions.

Life and Annuity

o In 2000, we acquired a controlling interest in Main Street Management, a broker-dealer with approximately 250
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registered representatives which generated over 80% of its 2000 revenues from sales of variable annuities and
mutual funds.

In 1999, we acquired approximately 12% of Lombard, a pan-European life insurer based in Luxembourg which
provides unit-linked life assurance products designed exclusively for high-net-worth investors.

In 1999, we acquired a controlling interest in PFG, which develops, markets and underwrites specialized
individually customized life and annuity products for high-net-worth investors.

In 1998 and 2000, we purchased in a series of transactions a total of 9% of the common stock of Clark/Bardes,
Inc. (“Clark/Bardes”), which provides a variety of compensation and benefit services to corporations, banks and
healthcare organizations.

In 1997, we acquired a $1.4 billion block of individual life and single premium deferred annuity business of the
former Confederation Life, a company in liquidation.

In 1992, Phoenix Mutual merged with Home Life, which enabled us to expand our affiliated distribution,
broaden our product offerings, consolidate our back-office operations and create one of the fifteen largest
mutual life insurance companies in the United States of America.

Investment Management

On January 29, 2002, we acquired a 60% interest in KAR, a Los Angeles-based investment management firm.
KAR provides investment management services to high-net-worth individuals, institutional accounts and
sponsored managed accounts. See “Recent PXP Acquisitions” in Management’s Discussion and Analysis in this
Form 10-K.

On November 14, 2001, we acquired a 65% interest in CapWest, a Denver-based investment management firm.
CapWest provides investment management services to high-net-worth individuals, institutional accounts and
sponsored management accounts. See “Recent PXP Acquisitions” in Management’s Discussion and Analysis in
this Form 10-K.

In January 2001, we acquired a 75% interest in Walnut, a Philadelphia-based investment management firm, and
Rutherford, Brown and Catherwood, LLC (“Rutherford”), its affiliated registered broker-dealer. Walnut
provides investment management services primarily to high-net-worth individuals and institutional accounts.

In 1999, we acquired the retail mutual fund and closed-end fund businesses of Zweig, a New York-based asset
management firm with a conservative approach to equity investing with market downside protection.

In 1997, we acquired Engemann, an asset management firm based in Pasadena. Engemann has an established
presence in the managed account business, as well as in the affluent and high-net-worth market.

In 1997, we acquired approximately 75% of Seneca, an asset management firm based in San Francisco. Seneca
is primarily an institutional manager with a notable presence in the endowment and foundation markets, as well
as the affluent and high-net-worth market. In 2001, we transferred a 6.5% interest in Seneca to Seneca's
management.

In a series of transactions from 1996 through May 2001, we acquired approximately 22% of the common stock
of Aberdeen, a Scottish firm that manages assets of institutional and retail clients in several countries. In
addition, we own subordinated notes of Aberdeen which are convertible at our option, subject to U.K. law.

In 1995, we merged Phoenix Life’s investment management operations with Duff & Phelps Corporation, a
publicly traded asset manager, thereby creating Phoenix Duff & Phelps Corporation, which is now known as
PXP, a non-public subsidiary of Phoenix.

In 1993, we acquired National Securities and Research Corporation, an asset management firm with
approximately $3.0 billion of assets under management at the time of acquisition.
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Divestitures of Non-Core Businesses

In keeping with our increased focus on providing wealth management solutions to the affluent and high-net-worth market,
since 1997 we repositioned our property and casualty distribution business as a non-core operation and disposed of three
businesses. We established and developed each of these businesses, and sold each as a going concern.

o Reinsurance Operations. We entered the individual life reinsurance market in the early 1960s and thereafter
expanded into related reinsurance lines including, group accident and group life and health reinsurance. In
addition to this business' lack of strategic fit with our current operations, pricing trends in reinsurance in the late
1990s had turned unfavorable. In 1999, we sold our reinsurance business and placed the remaining group accident
and health reinsurance business in runoff.

o Real Estate Management Operations. In 1995, we established a separate real estate management operation. In
addition to its lack of strategic fit with our current operations, we sought to reduce our exposure to equity real
estate as an asset class. In a series of transactions in 1998, 1999 and 2000, we sold our real estate management
operations and disposed of the bulk of our equity real estate investments.

o Group Life and Health Insurance Operations. We entered the group life and health markets in the 1950s. In
addition to its lack of strategic fit with our current operations, in light of industry consolidation, this business did
not have the scale to compete adequately in the group insurance market. In 2000, we completed the sale of these
operations, including 97% of the capital stock of the insurance company which constituted substantially all of
such business, for cash and a 3% equity interest in GE Life and Annuity Assurance Company.

item 2. Properties

QOur executive headquarters consist of our main office building at One American Row and two other buildings in Hartford,
Connecticut. We own these buildings and occupy most of the space contained in them. In addition to these properties, we
own offices in Enfield, Connecticut and East Greenbush, New York, for use in the operation of our business. We also lease
office space within and out of the United States of America as needed for our operations, including for use by our sales force.
We believe that our properties are adequate for our current and expected needs.

ftem 3. Legal Proceedings

General

We are regularly involved in litigation, both as a defendant and as a plaintiff. The litigation naming us as a defendant
ordinarily involves our activities as an insurer, employer, investment adviser, investor or taxpayer. In addition, state
regulatory bodies, the SEC, the NASD and other regulatory bodies regularly make inquiries of us and, from time to time,
conduct examinations or investigations concerning our compliance with, among other things, insurance laws, securities laws,
and laws governing the activities of broker-dealers. These types of lawsuits and regulatory actions may be difficult to assess
or quantify, may seek recovery of very large and/or indeterminate amounts, including punitive and treble damages, and their
existence and magnitude may remain unknown for substantial periods of time. A substantial legal liability or significant
regulatory action against us could have a material adverse effect on our business, results of operations and financial
condition.

While it is not feasible to predict or determine the ultimate outcome of all pending investigations and legal proceedings or to
provide reasonable ranges of potential losses, it is the opinion of our management that their outcomes, after consideration of
available insurance and reinsurance and the provisions made in our consolidated financial statements, are not likely to have a
material adverse effect on our consolidated financial condition.

However, given the large and/or indeterminate amounts sought in certain of these matters and the inherent unpredictability of
litigation, it is possible that an adverse outcome in certain matters could, from time to time, have a material adverse effect on

our operating results or cash flows.

Discontinued Reinsurance Business

The Life Companies’ reinsurance business included, among other things, reinsurance by the Life Companies of other
insurance companies' group accident and health business. During 1999, the Life Companies placed its remaining graug
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accident and health reinsurance business into runoff, adopting a formal plan to terminate the related contracts as early as
contractually permitted and not entering into any new contracts. As part of its decision to discontinue its remaining
reinsurance operations, Phoenix Life reviewed the runoff block and estimated the amount and timing of future net premiums,
claims and expenses.

We established reserves for claims and related expenses that we expect to pay on our discontinued group accident and health
reinsurance business. These reserves are a net present value amount that is based on currently known facts and estimates
about, among other things, the amount of insured losses and expenses that we believe we will pay, the period over which they
will be paid, the amount of reinsurance we believe we will collect under our finite reinsurance and our other reinsurance to
cover our losses and the likely legal and administrative costs of winding down the business. In 2000, we strengthened our
reserves for our discontinued reinsurance business by $97 million (pre-tax). Total reserves were $30 million at December 31,
2001. In addition, in 1999 we purchased finite aggregate excess-of-loss reinsurance to further protect us from unfavorable
results from this discontinued business. The initial premium for this coverage was $130 million. The maximum coverage
available is currently $175 million and increases to $230 miilion by 2004.

The Life Companies is involved in two sets of disputes relating to reinsurance arrangements under which it reinsured group
accident and health risks. The first of these involves contracts for reinsurance of the life and health carveout components of
workers compensation insurance arising out of a reinsurance pool created and formerly managed by Unicover Managers, Inc.
(“Unicover”). In addition, the Life Companies is involved in arbitrations and negotiations pending in the United Kingdom
between multiple layers of reinsurers and reinsureds relating to transactions in which the Life Companies participated
involving certain personal accident excess-of-loss business reinsured in the London market.

In light of our provisions for our discontinued reinsurance operations through the establishment of reserves and the finite .
reinsurance, based on currently available information, we do not expect these operations, including the proceedings described
above, to have a material adverse effect on our consolidated financial position. However, given the large and/or indeterminate
amounts involved and the inherent unpredictability of litigation, it is not possible to predict with certainty the ultimate impact
on us of all pending matters or of our discontinued reinsurance operations.

Teamsters Local 710 Claim

The Teamsters Local 710 pension account, which was a DPIM account from 1994 until 1997, has demanded that DPIM
return approximately $965,000 in investment management fees paid to DPIM by the Teamsters account. This demand arises
out of the direction by DPIM of client commission dollars in exchange for the referral of the Teamsters account to DPIM. To
date, the Teamsters account has not commenced litigation against DPIM. The outcome of this matter will not have any
material adverse effect on our business.

Policyholder Lawsuits Chaellenging the Plan of Reorganization

Three pending lawsuits seek to challenge Phoenix Life's reorganization and the adequacy of the information provided to
policyholders regarding the plan of reorganization. We believe that each of these lawsuits lacks merit. The first of these lawsuits,
Andrew Kertesz v. Phoenix Home Life Mut. Ins. Co., et al., was filed on April 16, 2001, in the Supreme Court of the State of
New York for New York County. The plaintiff seeks to maintain a class action on behalf of a putative class consisting of the
eligible policyholders of Phoenix Life as of December 18, 2000, the date the plan of reorganization was adopted. Plaintiff seeks
compensatory damages for losses allegedly sustained by the class as a result of the demutualization, punitive damages and other
relief. The defendants named in the lawsuit include Phoenix Life and Phoenix and their directors, as well as Morgan Stanley &
Co. Incorporated, financial advisor to Phoenix Life in connection with the plan of reorganization.

The second lawsuit, Paulette M. Fantozzi v. Phoenix Home Life Mut. Ins. Co., et al., was filed on August 23, 2001, in the
Supreme Court of the State of New York for New York County. The allegations and relief requested in this class-action
complaint are virtually identical to the allegations and relief sought in the Kertesz lawsuit. The defendants named in the Fantozzi
action are the same as those named in Kertesz.

On October 19, 2001, motions to dismiss the claims asserted in the Kerresz and Fantozzi lawsuits were filed. These motions are
pending. We intend to vigorously defend against all claims asserted in these two pending lawsuits.

On October 22, 2001, Andrew Kertesz filed a proceeding pursuant to Article 78 of the New York Civil Practice Law and Rules,

Andrew Kertesz v. Gregory V. Serio, et al., in the Supreme Court of New York for New York County. The Article 78 petition
seeks to vacate and annul the decision and order of the New York Superintendent, dated June 1, 2001, approving the plan of
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reorganization. The petition names as respondents Phoenix Life and Phoenix and their directors and the New York
Superintendent. We believe that the allegations of the petition are meritless and intend to vigorously defend against all the
claims asserted.

Another lawsuit that sought to challenge the plan of reorganization, Billie J. Burns v. Phoenix Home Life Mut. Ins. Co., et al.,
was filed on April 4, 2001, in the Circuit Court of Cook County, Illinois County Department, Chancery Division. A motion to
dismiss that action was filed on May 4, 2001. On October 2, 2001, the court entered an order dismissing the action for want of
prosecution.

Ttem 4. Submission of Matters to a Vote of Security Holders

No matter was submitted to a vote of security holders of Phoenix during the fourth quarter of the fiscal year covered by this
report.

PART II

Item 5. Market of Registrant’s Common Equity and Related Stockholder Matters

In connection with the June 25, 2001 demutualization of Phoenix Mutual, during the third and fourth quarters of 2001,
Phoenix issued 10,165 shares of common stock to eligible policyholders, effective as of June 25. In reliance on the exemption
under Section 3{a)(10) of the Securities Act of 1933, Phoenix issued such shares to policyholders in exchange for their
. membership interests without registration under such Act.

The following table presents the high and low prices for the common stock of The Phoenix Companies, Inc. on the New York
Stock Exchange (“NYSE”) for the periods indicated.

High Low
For the period from June 21, 2001 through June 30, 2001........c.....c...... $18.80 $16.75
Third QUATTET........coviiiir et eieeteee e e et ebe et sieabessaesaesesenstasseerenrens $19.35 $12.50
FOUth QUATET.......ccvivveirerieeeee ettt sttt et sb e seens $18.50 $12.80

Item 6. Selected Financial Data

The following table sets forth Phoenix’s selected historical consolidated financial data as of and for each of the five years
ended December 31, 2001. We derived the data for the years ended December 31, 1999, 2000 and 2001 and as of December 31,
2000 and 2001 from our audited consolidated financial statements included elsewhere in this Form 10-K. We derived the
data for the years ended December 31, 1997 and 1998 and as of December 31, 1997, 1998 and 1999 from audited consolidated
financial statements not included in this Form 10-K. Prior to June 25, 2001, Phoenix Life was the parent company of our
consolidated group. In connection with the demutualization, Phoenix Life became a subsidiary and Phoenix became the
parent company of our consolidated group.

We prepared the selected historical consolidated financial data, other than statutory data, in conformity with GAAP. We
derived the statutory data from the Annual Statements of Phoenix Life and its subsidiaries filed with insurance regulatory
authorities and prepared the statutory data in accordance with statutory accounting practices, which vary in certain respects
from GAAP.

You should read the following in conjunction with "Management's Discussion and Analysis of Financial Condition and
Results of Operations” and our consolidated financial statements and the notes thereto included in this Form 10-K.
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Income Statement Data:

For the Year Ended December 31,

1997 1998 1999 2000 2001
(in millions, except earnings per share)
Revenues:
Premiums. . e eerecrecrenieeinereeeereeneenes $ 1,087.7 $1,175.8 $1,175.7 $1,1474 $1,112.7
Insurance and investment product fees 401.3 537.5 574.6 631.0 546.4
Net investment inCome.........oocvvverneenn. 720.7 859.6 §53.1 1,129.6 835.1
Net realized investment gains (losses) 111.0 58.2 75.8 89.2 (72.4)
Total TEVENUES....o.evvevevee e ecereeeenes 2,320.7 2,631.1° 2,779.2 2,997.2 2,421.8
Total benefits and expenses............. 2,155.9 2,474.3 2,513.5 2,839.7 2,670.5
Income (loss) from continuing operations 124.8 91.9 162.1 94.8 (137.3)
Net income (loss) from discontinued
operations, net of income taxes?..... 449 45.2 (72.9) (11.5) -
Cumulative effect of accounting changes"’ -~ -- -- -- (65.4)
Net income (108S)...vcvvevereeereeieerirerenn. $ 169.7 $ 1371 3 892 $ 833 $(202.7)
Pro forma earnings per share from
continuing operations'®.................... $ 119 $ .88 $ 155 $ .91 $ (1.31)
Pro forma earnings per share” 3 1.62 $ 131 $ .85 $ 80 $ (1.94)
Balance Sheet Data: As of December 31,
1997 1998 1999 2060 2801
(in millions)
Total ASSELS...eeeevereeirerereeeesessaneens $17,915.0 $18,798.0 $20,287.0 $20,313.2 $22,525.4
Long-term debt........cocovuvvrnrreernnecnnn. $ 4711 $§ 4493 $ 4994 $§ 4251 § 5993
Total liabilities..........ccocevviereevimcnnnes $16,117.6 $16,969.4 $18,430.9 $18,3354 $20,120.9
Minority interest in net assets of
consolidated subsidiaries.............. $ 1365 $ 920 $ 100.1 $ 1369 $ 8.8
Total qUItY.....ccoevvereerecrereeierernrennns $ 1,660.9 $ 1,736.6 $ 1,756.0 $ 1,840.9 $ 2,395.7
As of or for the Year Ended December 31,
1997 1998 1999 2050 2001
Other, Data: (in millions)
Assets under management............... $54,742.8 $61,147.7 $73,181.4 $64,543.5 $61,215.1
Statutory Data: ‘
Premiums and deposits............. - $2611.7 $2,578.8 $2,330.2 $2,344.8 $ 3,1524
NEt INCOME....ueirrerietreneneineineinanaes $ 666 $ 1087 $ 1313 $ 266.1 $§ ({134
Policyholder surplus®................... $ 844.0 $ 905.3 $1,054.1 $1,322.8 $ 1,145.8
Asset valuation reserve (“AVR”)® 308.8 300.3 373.2 560.4 2234
Total surplus and AVR................ $1,152.8 $1,205.6 $1,427.3 $1,883.2 $ 1,373.2
(1)  See note 3 to our consolidated financial statements included in this Form 10-K for a summary of our

significant accounting policies. The above income statement data have been derived from our audited
financial statements, which have been retroactively restated to reflect the adoption of all applicable
authoritative GAAP literature and accounting changes.

)

During 1999, Phoenix Life discontinued the operations of three of its businesses which in prior years were

reflected as the following reportable business segments: reinsurance operations, real estate management

operations, and group life and health insurance operations.
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The discontinuation of these businesses resulted from the sales of several operations and the implementation
of plans to withdraw from the remaining businesses. These transactions do not affect the comparability of the
financial data. The assets and liabilities of the discontinued operations have been excluded from the assets
and liabilities of continuing operations and separately identified in the balance sheet data. Likewise, the
income statement data have been restated for 1997 and 1998 to exclude from continuing operations the
operating results of discontinued operations. See note 14 to our consolidated financial statements included in
this Form 10-K.

(3)  In the first quarter of 2001, we recognized the following cumulative effect adjustments for accounting
changes:

o Venture Capital

We record our investments in venture capital partnerships in accordance with the equity method of
accounting. We record our share of the net equity in earnings of the venture capital partnerships in
accordance with GAAP, using the most recent financial information received from the partnerships.
Historically, this information had been provided to us on a one-quarter lag. Due to the volatility in the equity
markets, we believed the one-quarter lag in reporting was no longer appropriate. Therefore, we changed our
method of applying the equity method of accounting to eliminate the quarterly lag in reporting.

We recorded a charge of $48.8 million (net of income taxes of $26.3 million) representing the cumulative
effect of this accounting change on the fourth quarter of 2000. The cumulative effect was based on the actual
fourth quarter 2000 financial results as reported by the partnerships.

o Derivatives

Effective January 1, 2001, we adopted a new accounting pronouncement, SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities. This adoption resulted in a cumulative effect adjustment of
$3.9 million (net of income taxes of $2.1 million). See note 3 to our consolidated financial statements
included in this Form 10-K.

In the second quarter of 2001, we recognized the following cumulative effect adjustment for accounting
changes:

o Securitized Financial Instruments

Effective April 1, 2001, we adopted EITF Issue No. 99-20, Recognition of Interest Income and Impairment
on Certain Investments (“EITF 99-20). This pronouncement requires investors in certain asset-backed
securities to record changes in their estimated yield on a prospective basis and to apply specific valuation
methods to these securities for an other-than-temporary decline in value. Upon adoption of EITF 99-20, we
recorded a $20.5 million charge to net income as a cumulative effect of accounting change, net of income
taxes.

(4)  Earnings per share for the five years in the period ended December 31, 2001 is calculated pro-forma based on
104.6 miilion weighted-average shares outstanding. The pro forma weighted-average shares outstanding
calculation excludes the period of time before the IPO, during which no common stock shares were issued.

(5) In accordance with accounting practices prescribed by the New York State Insurance Department,
policyholder surplus for 1997 and subsequent periods includes $175.0 million of total principal amount of

surplus notes outstanding.

(6)  This statutory reserve is intended to mitigate changes to the balance sheet as a result of fluctuations in asset
values.
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Item 7. Meanagement’s Discussion and Analysis of Financial Condition and Resulis of Operations

Management's discussion and analysis reviews our consolidated financial condition as of December 31, 2000 and 2001; our
consolidated results of operations for the years ended December 31, 1999, 2000 and 2001; and, where appropriate, factors
that may affect our future financial performance. You should read this discussion in conjunction with "Selected Financial
Data" and our consolidated financial statements and the notes thereto included in this Form 10-X.

Overview

We are a leading provider of wealth management products and services offered through a variety of select advisors and
financial services firms to serve the accumulation, preservation and transfer needs of the affluent and high-net-worth market,
businesses and institutions. We refer to our products and services together as our wealth management solutions. We offer a
broad range of life insurance, annuity and investment management solutions through a variety of distributors. These
distributors include affiliated and non-affiliated advisors and financial services firms who make our solutions available to
their clients.

We provide our wealth management solutions through two operating segments — Life and Annuity and Investment
Management. Through Life and Annuity we offer a variety of life insurance and annuity products, including universal,
variable universal, whole and term life insurance, and a range of annuity offerings. We conduct activities in Investment
Management largely through Phoenix Investment Partners, Ltd. (“PXP”) and its subsidiaries, comprising two lines of
business — private client and institutional. Through our private client line of business, we provide investment management
services principally on a discretionary basis, with products consisting of open-end mutual funds and managed accounts.
Managed accounts include intermediary programs sponsored and distributed by non-affiliated broker-dealers and managed
accounts sold and administered by us. These two types of managed accounts generally require minimum investments of
$100,000 and $1 million, respectively. Our private client business also provides transfer agency, accounting and
administrative services to most of our open-end mutual funds.

We report our remaining activities in two non-operating segments — Venture Capital and Corporate and Other. Venture
Capital includes investments primarily in the form of limited partnership interests in venture capital funds, leveraged buyout
funds and other private equity partnerships sponsored and managed by third parties. See "Business—Venture Capital
Segment." Corporate and Other includes unallocated capital and expenses, as well as certain businesses not of sufficient scale
to report independently. See "Business—Corporate and Other Segment." These non-operating segments are significant for
financial reporting purposes, but do not contain products or services relevant to our core wealth management operations.

We derive our revenues principally from:

o premiums on whole life insurance;

e insurance and investment product fees on variable life and annuity products and universal life products;
¢ investment management and related fees; and ‘

° net investment income and net realized investment gains.

Under accounting principles generally accepted in the United States of America (“GAAP”), premium and deposit collections
for variable life, universal life and annuity products are not recorded as revenues but are instead reflected on the balance sheet
as an increase in separate account liabilities (in the case of certain investment options of variable products) or in policy
liabilities and accruals (in the case of other products) or policyholder deposit funds (in the case of fixed annuities and certain
investment options of variable annuities).

Our expenses consist principally of:

° insurance policy benefits provided to policyholders, including interest credited on policyholders' general account
balances;

policyholder dividends;

amortization of deferred policy acquisition costs;

o amortization of goodwill and other intangible assets;

interest expense;

o other operating expenses; and

° income taxes.

°

°
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Our profitability depends principally upon:

o the adequacy of our product pricing, which is primarily a function of our ability to select underwriting risks, as
well as our mortality experience, our ability to generate investment earnings, our ability to maintain expenses in
accordance with our pricing assumptions, and our policies' persistency, meaning the percentage of policies
remaining in force from year to year as measured by premiums;

o the amount and composition of assets under management;

o the maintenance of our target spreads between the rate of earnings on our investments and dividend and interest
rates credited to customers; and

° our ability to manage expenses.

Prior to the demutualization, we focused on participating life insurance products, which pay policyholder dividends. As of
December 31, 2001, 75% of our life insurance reserves were for participating policies. As a result, a significant portion of our
expenses consists, and will continue to consist, of such policyholder dividends. Our net income is reduced by the amounts of
these dividends. Policyholder dividends paid were $360.5 million, $378.0 million and $400.1 million for the years ended
December 31, 1999, 2000 and 2001, respectively.

Cur sales and financial results over the last several years have been affected by economic and industry trends. Americans
generally, have begun to rely less on whole life insurance, defined benefit retirement plans and social security and other
government programs to meet their post-retirement financial needs. Reflecting this trend, sales of our whole life insurance
products have declined in recent years. Concurrently, the baby boom generation has begun to enter its prime savings years.
These factors have had a positive effect on sales of our variable life and annuity products, mutual funds and managed account
products. See "Business—Market Cpportunity.”

Discontinued Operations

We discontinued the operations of several businesses that did not align with our business strategy. The discontinuation
involved the sales of several operations and the implementation of plans to withdraw from other businesses.

During 1999, we sold our real estate management business and signed a definitive agreement to sell our group life and health
insurance business. This latter sale was completed in the second quarter of 2000. We recorded net pre-tax gains of $5.9
million in 1999 and $71.1 million in 2000 in connection with these dispositions.

Also in 1999, we exited our reinsurance business, which included individual life reinsurance, group life and health
reinsurance and group personal accident business, by selling the individual life and the group life and health reinsurance
businesses and placing the remaining group accident and health reinsurance business into runoff. We recognized pre-tax
losses of $173.1 million in 1999 and $103.0 million in 2000 in connection with this exit. See "Business—Divestitures of
Non-Core Businesses.” Included in the 2000 loss is an increase in reserve estimates on the group accident and health
reinsurance business of $97.0 million (pre-tax). See note 14 to our audited consolidated financial statements included in this
Form 10-K.

The assets and liabilities of the discontinued operations are excluded from the assets and liabilities of continuing operations
and separately identified on our consolidated balance sheet. Net assets of the discontinued operations totaled $25.5 million
and $20.8 million as of December 31, 2000 and 2001, respectively. Our consolidated statements of income have been
restated for 1999 to exclude from continuing operations the operating results of discontinued operations. See "Selected
Financial Data" and note 14 to our consolidated financial statements included in this Form 10-K for information about the
operating results of our discontinued operations.

Purchase of PXP Minority Interest

On September 10, 2000, Phoenix Life Insurance Company (“Phoenix Life””) and PXP entered into an agreement and plan of
merger, by which Phoenix Life agreed to purchase PXP's outstanding common stock owned by third parties for a price of
$15.75 per share. In connection with this merger, which closed on January 11, 2001, Phoenix Life paid total cash of $339.3
million to those stockholders. After the merger, some third party holders of PXP's convertible subordinated debentures
converted their debentures, and PXP redeemed all remaining outstanding debentures held by third parties. PXP made cash
payments totaling $38.2 million in connection with these conversions and redemptions. In addition, PXP accrued non-
recurring compensation expenses of $57.0 million to cash out restricted stock, $5.5 million of related compensation costs,
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$19.7 million in non-recurring retention costs and $3.9 million in non-recurring transaction costs during the year ended
December 31, 2001.

As a result of the merger, PXP became a wholly-owned subsidiary of Phoenix Life and PXP's shares of common stock were
de-listed from the New York Stock Exchange. In accordance with the plan of reorganization, on the effective date of the
demutualization Phoenix Life transferred to Phoenix Investment Management Company, Inc. all the outstanding shares of
common stock of PXP for $640.0 million, the fair market value of those shares on that date.

Phoenix Life obtained from internal sources the cash it paid to PXP's third party stockholders. In January 2001, PXP
borrowed $95.0 million under its then existing credit facility to fund payments with respect to outstanding restricted stock
and fund the redemption or conversion of its convertible subordinated debentures.

The purchase of the PXP minority interest as described above has resulted in intangible assets, primarily consisting of
investment management contracts and goodwill of $297.5 million, reflected on our consolidated balance sheets. We are
amortizing investment management contracts over their estimated lives, which generally range from five to sixteen years. We
are amortizing goodwill over a period of forty years through December 31, 2001. See Business Combinations/Goodwill and
Other Intangible Assets in Management’s Discussion and Analysis of Financial Condition and Results of Operations
regarding goodwill amortization.

Recent PXP Acquisitions

In November 2001, we paid $5.0 million in cash for a 65% interest in Capital West Asset Management, LLC (“CapWest™).
Under the terms of the purchase agreement, we may be obligated to pay more for our initial ownership interest in 2005
depending upon CapWest’s future revenue growth through 2004. In addition, under the terms of the purchase agreement, we
will purchase an additional 10% ownership interest in CapWest. The remaining ownership interests in CapWest will be
retained by its management. At December 31, 2001, CapWest had approximately $138.0 million in assets under
management.

Under the terms of an agreement executed in 2001 to purchase a majority interest in Kayne Anderson Rudnick Investment
Management, LLC (“KAR”), we purchased an initial 60% interest on January 29, 2002 and will purchase an additional 15%
ownership interest by 2007. The remaining ownership interests in KAR were retained by its management. The initial
purchase price was approximately $100 million; we may be obligated to pay additional sums in 2004 for the 60% interest
based upon management fee revenue growth through 2003. This transaction does not include the firm’s broker-dealer, Kayne
Anderson Associates, or its hedge fund affiliate, Kayne Anderson Capital Advisors Inc. KAR had approximately $7.5 billion
in assets under management at the time of closing. KAR’s results of operations for 2001 are not included in our consolidated
results of operations.

The Demutualization

On June 25, 2001, Phoenix Life converted from a mutual life insurance company to a stock life insurance company and
became our wholly-owned subsidiary. Phoenix Life established a closed block for the benefit of holders of certain individual
life insurance policies (closed block policies). The purpose of the closed block is to ensure that the reasonable dividend
expectations of policyholders who own policies included in the closed block are met. The closed block will continue in effect
unti] the date none of such policies is in force. On the effective date of the demutualization, Phoenix Life allocated assets to
the closed block in an amount that produces cash flows which, together with anticipated revenue from the closed block
policies, are reasonably expected to be sufficient in the aggregate: (i) to support the obligations and liabilities relating to these
policies, and (i) to provide for a continuation of dividend scales in effect at that time, if the experience underlying such
scales continues. Appropriate adjustments will be made to the dividend scales when actual experience differs from the
aggregate experience underlying such scales. In particular, actual experience may, in the aggregate, be more favorable than
Phoenix Life assumed in establishing the closed block. In that case, the policy dividend scale may be increased. Conversely,
to the extent that actual experience is, in the aggregate, less favorable than Phoenix Life assumed in establishing the closed
block, the policy dividend scale may be decreased, unless Phoenix Life chooses to use assets from outside the closed block to
support the dividends. The assets allocated to the closed block and any cash flows provided by those assets will solely
benefit the holders of policies included in the closed block, except in the unlikely event of Phoenix Life’s liquidation.

In addition to the closed block assets, we hold assets outside the closed block in support of closed block liabilities.

Investment earnings on these assets less allocated expenses and the amortization of deferred acquisition costs provide an
additional source of earnings to our shareholders. In addition, the amortization of deferred acquisition costs requires the use

25




of various‘assumptions. To the extent that actual experience is more or less favorable than assumed, shareholder earnings
will be impacted.

In addition, Phoenix Life remains responsible for paying the benefits guaranteed under the policies included in the closed
block, even if cash flows and revenues from the closed block prove insufficient. We funded the closed block to provide for
these payments and for continuation of dividends paid under 2000 policy dividend scales, assuming the experience
underlying such dividend scales continues. Therefore, we do not believe that Phoenix Life will have to pay these benefits
from assets outside the closed block unless the closed block business experiences very substantial adverse deviations in
investment, mortality, persistency or other experience factors. We intend to accrue any additional contributions necessary to
fund guaranteed benefits under the closed block when it becomes probable that we will be required to fund any shortage.

As specified in the plan of reorganization, the allocation of assets for the closed block was made as of December 31, 1999.
Consequently, cumulative earnings on the closed block assets and liabilities for the period January 1, 2000 to December 31,
2001 in excess of expected cumulative earnings do not inure to stockholders and have been used to establish a policyholder
dividend obligation as of June 30, 2001. The initial policyholder dividend obligation for the period January 1, 2000 to june
30, 2001 of $115.5 million consists of $45.2 million of earnings and unrealized gains on assets in the closed block as of June
30, 2001 of $70.3 million. The increase in the policyholder dividend obligation for the period July 1, 2001 to December 31,
2001 of $51.7 million pre-tax, consists of $13.2 million of pre-tax earnings and the change in unrealized gains on assets in the
closed block for the period July 1, 2001 to December 31, 2001 of $38.5 million, pre-tax.

We incurred costs relating to the demutualization, excluding costs relating to the initial public offering, of approximately
$38.0 million, net of income taxes of $9.7 million, of which $14.1 million was recognized for the year ended December 31,
2000 and $23.9 million was recognized for the year ended December 31, 2001. We estimate we will have additional expenses
relating to the demutualization of approximately $1.0 million in 2002.

Recently Issued Accounting Standards

Securitized Financial Instruments. Effective April 1, 2001, we adopted Emerging Issues Task Force (“EITF”) Issue No. 99-
20, Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial
Assets (“EITF 99-20”). This pronouncement requires investors in certain asset-backed securities to record changes in their
estimated yield on a prospective basis and to apply specific valuation methods to these securities to determine if there has
been an other-than-temporary decline in value. Upon adoption of EITF 99-20, we recorded a $20.5 million charge to net
income as a cumulative effect of accounting change, net of income taxes.

Derivative Financial Instruments. Effective January 1, 2001, we adopted Statement of Financial Accounting Standards
(“SFAS”) No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS 133”), as amended by SFAS No.
138, Accounting for Certain Derivative Instruments and Certain Hedging Activities (“SFAS 138”). As amended, SFAS 133
requires all derivatives to be recognized on the balance sheet at fair value. Derivatives that are not hedges must be adjusted to
fair value through earnings.

On January 1, 2001, in accordance with the transition provisions of SFAS 133, we recorded a net-of-tax cumulative effect
adjustment of $1.3 million (gain) in earnings to recognize at fair value ail derivatives that are designated as fair-value
hedging instruments. We also recorded an offsetting net-of-tax cumulative effect adjustment of $1.3 million (loss) in earnings
to recognize the difference attributable to the hedged risks between the carrying values and fair values of the related hedged
assets and liabilities. We also recorded a net-of-tax cumulative effect adjustment of $1.1 million in accumulated other
comprehensive income to recognize, at fair value, all derivatives that are designated as cash-flow hedging instruments.

For derivative instruments that were not designated as hedges, upon implementation of SFAS 133, we recorded a net-of-tax
cumulative effect adjustment of $3.9 million in earnings to recognize these instruments at fair value. Gains and losses on
derivatives that were previously deferred as adjustments to the carrying amount of hedged items were not included in the
cumulative effect adjustment. There were no gains or losses on derivative instruments that were reported independently as
deferred assets or liabilities that required de-recognition from the balance sheet.

Accounting for Demutualizations. Effective June 30, 2001, we adopted Statement of Position No. 00-3, Accounting by
Insurance Enterprises for Demutualizations and Formations of Mutual Insurance Holding Companies and For Certain Long-
Duration Participating Contracts (“SOP 00-3"). The provisions of SOP 00-3 provide guidance on accounting by insurance
enterprises for demutualizations and the formation of mutual holding companies, including the emergence of earnings from
and the financial statement presentation of the closed block established in connection with the demutualization. SCP DO
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specifies that closed block assets, liabilities, revenues and expenses should be displayed with all other assets, liabilities,
revenues and expenses of the insurance enterprise based on the nature of the particular item, with appropriate disclosures
relating to the closed block.

As a result of the adoption of SOP 00-3, we recorded a charge of $30.3 million to equity in the second quarter of 2001
representing the establishment of the policyholder dividend obligation along with the corresponding 1mpact on deferred
policy acquisition costs and deferred income taxes. :

Business Combinations/Goodwill and Other Intangible Assets. In June 2001, SFAS No. 141, Business Combinations (“SFAS
141"), and SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 142”), were issued. SFAS 141 and SFAS 142 are
effective for July 1, 2001 and January 1, 2002, respectively. SFAS 141 requires that the purchase method of accounting be
used for all business combinations initiated after June 30, 2001 and separate recognition of intangible assets apart from
goodwill if such intangible assets meet certain criteria. SFAS 141 also requires that upon adoption of SFAS 142 a company
reclassify the carrying amounts of certain intangible assets into or out of goodwill, based on certain criteria. SFAS 142
primarily addresses the accounting for goodwill and intangible assets subsequent to their initial recognition. Under SFAS
142, amortization of goodwill, including goodwill and other intangible assets with indefinite lives recorded in past business
combinations, will discontinue upon adoption of this standard, and reporting units must be identified for the purpose of
assessing potential future impairments of goodwill. We recognized $16.5 million in goodwill amortization during 2001.
Goodwill amortization will not be recognized after 2001 in accordance with SFAS 142. In addition, goodwill recorded as a
result of business combinations completed during the six-month period ending December 31, 2001 will not be amortized.

The provisions of the SFAS 141 and SFAS 142 also apply to equity-method investments made both before and after June 30,
2001. SFAS 142 prohibits amortization of the excess of cost over the underlymg equity in the net assets of an equxty -method
investee that is recognized as goodwill.

SFAS 142 requires that goodwill be tested at least annually for impairment using a two-step process. The first step is to
identify a potential impairment and, in the year of adoption, this step must be measured as of the beginning of the fiscal year.
However, a company has six months from the date of adoption to complete the first step. The second step of the goodwill
impairment test measures the amount of the impairment loss (measured as of the beginning of the year of adoption), if any,
and must be completed by the end of a company’s fiscal year. Intangible assets deemed to have an indefinite life would be
tested for impairment using a one-step process, which compares the fair value to the carrying amount of the asset as of the
beginning of the fiscal year in the year of adoption. We have prepared preliminary analyses in preparation of the adoption of
SFAS 142, and expect to record a charge of approximately $120 million to $140 million which will be reflected as a
cumulative effect of a change in accounting principle in the first quarter of 2002.

Impairment of Long-Lived Assets. In October 2001, the Financial Accounting Standards Board issued SFAS No. 144,
Accounting for the Impairment or Disposal of Long-Lived Assets (“SFAS 144”), effective January 1, 2002. Under SFAS
144, long-lived assets to be sold within one year must be separately identified and carried at the lower of carrying value or
fair value less costs to.sell.

Long-lived assets expected to be held longer than one year are subject to depreciation and must be written down to fair value
upon impairment. Long-lived assets no longer expected to be sold within one year, such as some foreclosed real estate, must
be written down to the lower of current fair value or fair value at the date of foreclosure adjusted to reflect depreciation since
acquisition. We are currently reviewing the provisions of SFAS 144 and assessing the impact of adoption.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based upon our consolidated financial
statements, which have been prepared in accordance with GAAP. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Critical accounting policies are reflective of significant judgments, often as a result of the need to make estimates about the
effect of matters that are inherently uncertain. The following is an explanation of our accounting policies considered most
significant by management. See note 3 to the consolidated financial statements for further information on key accounting
policies.
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Deferred Policy Acquisition Costs (“DAC”). The costs of acquiring new business, principally commissions, underwriting,
distribution and policy issue expenses, all of which vary with and are primarily related to production of new business, are
deferred.

The method used to amortize DAC depends on how the policy was classified. For individual participating life insurance
policies, DAC is amortized in proportion to estimated gross margins. For universal life, variable universal life and
accumulation annuities, DAC is amortized in proportion to estimated gross profits.

The amortization process requires the use of various assumptions, estimates and judgments about the future. The primary
assumptions are expenses, investment performance, mortality and contract cancellations (i.e., lapses, withdrawals and
surrenders). These assumptions are reviewed on a regular basis and are generally based on our past experience, industry
studies, regulatory requirements and judgments about the future. Changes in these assumptions could result in adjustment to
the amortization of DAC. Finally, analyses are performed periodically to assess whether there are sufficient gross margins or
grass profits to amortize the remaining DAC balances.

Policy Liabilities and Accruals. Most individual life and annuity products we sell are characterized by the payment of a level
or single premium by the policyholder, even though the cost of the benefits and services is not level over the term of the
contract. Accordingly, a liability is established to provide for the estimated cost of these future benefits and services.

The actuarial methods used to establish these liabilities depend on how the policy is classified. For individual participating
life insurance policies, the liability for future benefits and services is calculated using the net level premium method with the
contractual guaranteed rates of interest and mortality rates used in calculating the cash surrender values. The guaranteed
interest rates range from 2.25% to 6.0%. For universal life, variable universal life and accumulation annuities, the
policyholder deposits funds and investment earnings on fund balances, which range from 4.0% to 7.15%, and fees that have
been assessed to compensate us for future services are held as a liability.

A liability is established for both reported claims not yet paid and claims incurred but not yet reported. This liability is based
on our past experience and judgments about the future. In addition, analyses are performed periodically to assess adequacy
of such liabilities. Changes in experience could result in additional liabilities.

Debt Securities. Debt securities are primarily reported either at fair value based on quoted market prices where available or
quoted market prices of comparable instruments, or estimated using discounted cash flows that reflect interest rates currently
being offered with similar terms to borrowers of similar credit quality, such as for private placement bonds. Debt securities
are considered impaired when a decline in fair value is considered to be other than temporary. If events or circumstances
change, the assumptions used to assess fair value could be affected and additional impairment losses could result.

Venture Capital Partnerships. Investments in venture capital partnerships are recorded in accordance with the equity method
of accounting. The pro rata share of the earnings or losses of the partnerships, which represent realized and unrealized
investment gains and losses, as well as operations of the partnership, is included in investment income. Our share of the net
equity in earnings of the venture capital partnerships is recorded in accordance with GAAP, using the most recent financial
information received from the partnerships. To estimate the net equity in earnings of the venture capital partnerships for each
quarter, a methodology was developed to estimate the change in value of the underlying investee companies in the venture
capital partnerships. For public investee companies, quoted market prices at the end of each quarter are used, applying
liquidity discounts to these prices in instances where such discounts were applied in the underlying partnerships’ financial
staterments. For private investee companies, a public industry sector index was implied to roil the value forward each quarter.
This methodology is applied consistently each quarter with subsequent adjustments to reflect market events reported by the
partnerships (e.g., new rounds of financing, initial public offerings and writedowns by the general partners). In addition, on
an annual basis, the valuations that have been assigned to the investee companies will be revised to reflect the valuations
contained in the audited financial statements received from the venture capital partnerships. If events or circumstances
change, the estimate of the net equity in earnings of the venture capital partnerships could be affected and an adjustment to
net investment income could result.

L
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Consolidated Results of Operations

The following table and discussion presents summary consolidated financial data for the years ended December 31, 1999,
2000 and 2001.

For the Year
Ended December 31,
1999 2000 2001
(in miltiomns)
Revenues:
L S 11811111 TR PUEPRPTN $1,175.7 $1,147.4 $1,112.7
Insurance and investment product fees.......................... 574.6 631.0 546.4
Net investment INCOME........iverivieieireeiirieiaieeiieernnen 953.1 1,129.6 835.1
Net realized investment gains (10SS€S).........c..vveievriennnn, 75.8 89.2 (72.4)
TOtal TEVENUES. ..ot e e veeens 2,779.2 2,997.2 2,421.8
Benefits and expenses:
Policy benefits and increase in policy liabilities............... 1,373.1 1,409.8 1,406.7
Policyholder dividends..............cccooiiiieiiiii 360.5 378.0 400.1
Amortization of deferred policy acquisition costs............ 147.9 356.0 133.0
Amortization of goodwill and other intangible assets........ 40.1 36.9 494
INLEIESt EXPENSE. ..vuvrertreitireereeereneteeereeaeaesenanns 34.0 32.7 27.3
Demutualization €XPenses.......cocvivreiririreorsseereeireene e -- 21.8 259
Other operating EXPemnSeS. ....o.ovuverenreerererianrereraenenns 5579 604.5 628.1
Total benefits and €XpPenses..........oeevvvieiiririeennneennn. 2,513.5 2,839.7 2,670.5
Income (loss) from continuing operations before income taxes,
minority interest and equity in earnings of and interest
earned from investments in unconsolidated affiliates......... 265.7 157.5 (248.7)
Income tax expense (benefit).........ccovrierruemiveecerinnriienren e e 99.0 56.2 (110.5)
Minority interest in net income of consolidated subsidiaries.. (10.1) (14.1) 71.2)
Equity in earnings of and interest earned from investments
in unconsolidated affiliates....................coiiiiiiniien, 5.5 7.6 8.1
Income (loss) from continuing operations............cc....eu.... 162.1 94.8 (137.3)
Discontinued operations:
Income from discontinued operations, net of income taxes 36.1 9.4 -
Loss on disposal, net of income taxes...............ceevueennn. (109.0) (20.9) --
Cumulative effect of accounting changes for:
Venture capital partnerships, net of income taxes............ -- - (48.8)
Securitized financial instruments, net of income taxes...... -- -- (20.5)
Derivative financial instruments, net of income taxes....... -~ -- 3.9
Net InCOME (LOSS). . .uiviriritiee it $ 892 $ 833 $ (202.7)

The decrease in premiums of 2% and 3% in 2000 and 2001, respectively, was primarily due to whole life premiums, which
decreased $17.1 million and $24.8 million in 2000 and 2001, respectively, reflecting the shift to variable products, for which
revenues are recognized through insurance and investment product fees. There were also decreases of $9.4 million and $4.0
million in 2000 and 2001, respectively, due to the runoff of the Confederation Life whole life business.

The decrease in insurance and investment product fees of 13% in 2001 was due to the following: Investment Management fees
decreased $66.3 million, or 20%, primarily as a result of decreases in average assets under management partially due to
negative investment performance and our sale of PXP’s Cleveland operations in June 2000. Corporate and Other fees
decreased $15.5 million, or 55%, primarily due to lower fees resulting from our decision to exit our physician practice
management business in the third quarter of 2000. These decreases were slightly offset by the increases in fees in Life and
Annuity of $1.1 million, or 0.4%, primarily as a result of increased sales of variable universal life products.

The increase in insurance and investment product fees of 10% in 2000 was due to the following: Investment Management fees
increased $40.1 million, primarily from increases in average assets under management due to investment performance from late
1998 through September 2000, offset, in part, by negative performance in the fourth quarter of 2000. Life and Annuity fees
increased $25.0 million due to increased sales of variable products and investment performance from late 1999 through
September 30, 2000, offset, in part, by negative investment performance in the fourth quarter of 2000. In addition, sales of
non-affiliated products increased through WS Griffith Advisors, Inc. (“WS Griffith”), resulting in increased commission
revenue. Corporate and Other fees decreased $14.1 million, primarily due to the sale of our property casualty distribution
subsidiary in May 1699.
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Net investment income decreased 26% in 2001 primarily due to the decrease in Venture Capital net investment income of
$361.8 million, or 131%, due to equity market performance in the technology sector, which produced favorable returns in
2000, but suffered significant declines during 2001. During the first quarter of 2001 we changed our method of applying the
equity method of accounting to our venture capital partnerships to eliminate the quarterly lag in reporting. See — ““Venture
Capital Segment” and note 5 of our consolidated financial statements. Corporate and Other net investment income decreased
$29.2 million, primarily the result of the sale of assets to fund the purchase of the PXP minority interest in January 2001,
partially offset by the earnings on the IPO proceeds. These decreases were also partially offset by increases in Life and
. Annuity net investment income $99.5 million, or 13%, due to higher average invested assets. Average invested assets,
excluding venture capital partnerships, were $12,958.9 million in December 2001, an increase of $1,262.6 million, or 11%,
from $11,696.3 million in December 2000. The yield on average invested assets, excluding venture capital partnerships, was
7.4% for the twelve months ended December 2001, compared to 7.5% for the comparable period in 2000.

Net investment income increased 18% in 2000 primarily due to the increase in Venture Capital net investment income of $137.4
million due to favorable returns in stock market performance in the technology sector in the first nine months of 2000. Also,
average invested assets, excluding venture capital partnerships, were $11,696.3 million in 2000, an increase of $393.3 million, or
3%, from $11,303.0 million in 1999. The yield on average invested assets, excluding venture capital partnerships, was relatively
consistent over each period.

The decrease in net realized gains of 181% in 2001 was due primarily to credit related realized losses of $78.8 million mostly
attributable to the impairment of Enron and related entities, Argentine issuers, Global Crossing Ltd. and several collateralized
debt obligations. Also in 2001, a $4.7 million loss was recorded due to a subsequent price adjustment on the sale of our
Cleveland office, which occurred in June 2000. In 2000, non-recurring gains of $130.2 million on the sale of common stock
were recorded. Offsetting these were non-recurring interest-related losses on debt securities of $33.8 million.

The increase in net realized investment gains of 18% in 2000 was principally due to realized gains of $130.2 million from the
sale of common stock of National QOilwell and other common stocks, offset by losses, primarily interest-rate-related, of
$33.8 million from the sale of debt securities. Factors affecting the 1999 results included non-recurring gains of $40.1 million
related to the sale of our property and casualty distribution subsidiary, $18.5 million from repayment of mortgages, $2.9 million
from sales of real estate properties and $18.5 million from other invested assets primarily as a result of the sale of part of our
holdings in Emprendimiento Compartido, S.A. (“EMCO”).

In 2001, the increase in policy benefits, increase in policy liabilities and policyholder dividends of 1% was primarily due to
higher interest credited on the guaranteed interest account of variable annuities. In 2000, the increase in policy benefits,
increase in policy liabilities and policyholder dividends of 3% was primarily due to higher dividends on participating whole
life policies and higher benefits for variable products due to growth in business. In addition, death benefits increased in 2000
for traditional and group executive ordinary life insurance, offset by a decline in policy benefits due to the runoff of the
Confederation Life block.

The decrease in amortization of deferred policy acquisition costs of 62% in 2001 was primarily a result of a one-time
adjustment to deferred policy acquisition costs in 2000 of $218.2 million in our participating block.

The increase in amortization of deferred policy acquisition costs of 141% in 2000 was due primarily to a one-time adjustment to
deferred acquisition costs of $218.2 million in our participating block. In December 2000, we reallocated the assets supporting
the participating life policies. This reallocation was approved by Phoenix Life's board of directors on December 18, 2000 and
resulted in a reduction of approximately seventy-one basis points in the investment yield on the assets supporting participating
policies. As a consequence, our regular evaluation of estimated future gross margins-telated to the participating policies resulted
in a one-time increase in amortization of deferred acquisition costs due to the change in expected investment earnings from the
invested assets allocated to support these policy liabilities. The reallocation of assets resulted in 2000 in the one-time adjustment
to deferred policy acquisition costs described and will result in lower deferred policy acquisition cost amortization in future

periods.

The increase in amortization of goodwill and other intangible assets of 34% in 2001 was primarily due to the increase in
Investment Management amortization. This increase in amortization resulted from our purchase of the PXP minority interest
in January 2001, our acquisition of a 75% interest in Walnut Asset Management LLC (“Walnut”) in January 2001 and our
payment of $50.0 million in September 2000 for the Roger Engemann and Associates, Inc. (“Engemann”) acquisition,

The decrease in amortization of goodwill and other intangible assets of 8% in 2000 is due to the following: Life and Annuity
amortization decreased $5.8 million primarily due to a write-off of goodwill in 1999, offset by the increase in invesusirth
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Management amortization of $1.5 million. This increase resulted primarily from increased amortization related to our acquisition
of Zweig Fund Group (“Zweig”) in March 1999 and to the final payment of $50.0 million in September 2000 for the Engemann
acquisition, and was offset, in part, by the reduction in intangible assets related to our sale of PXP's Cleveland operations in
June 2000.

The increase in other operating expenses of 4% in 2001 is primarily due to the increase of $100.7 million in non-recurring items
including expenses of $84.9 million related to the acquisition of the PXP minority interest and of $23.8 million related to an
early retirement program. The increase in other operating expenses is partially offset by the decrease in Corporate and Other of
$57.9 million related to decreases of $23.3 million in compensation and related expenses, decreases of $14.1 million in special
charitable contributions given in 2000 and our decision to exit our physician practice management business in the third
quarter of 2000. Investment Management other operating expenses also decreased $10.4 million primarily as a result of
reduced incentive compensation for certain subsidiaries that, in accordance with their respective operating agreements,
receive compensation directly related to earnings, which have declined as a result of investment performance.

The increase in other operating expenses of 12% in 2000 is due to the following: Life and Annuity other operating expenses
increased $24.6 million due primarily to increased compensation and related expenses reflecting continued growth in business,
including additions to our staff of product specialists, incentive compensation and to investments in technology. Investment
Management other operating expenses increased $35.9 million due to increases in various incentive compensation programs.
Non-compensation related costs also increased primarily in support of company initiatives begun during the year. Corporate and
Other operating expenses increased due to a contribution to our charitable foundation and expenses related to a decision to exit
the physician practice management business. These expenses were offset by a reduction in expenses due to the sale of our
property and casualty distribution subsidiary in May 1999.

Income tax benefit was $110.5 million in 2001, a decrease of $166.7 million, or 296% from $56.2 million in income tax
expense for 2000. This change reflects a tax benefit from operating losses for the year ended December 31, 2001, compared
to a tax expense on operating gains for the year ended December 31, 2000. The effective tax rate increased to 44% for the
year ended December 31, 2001 compared to a nominal tax rate of 35%, primarily due to the elimination of the surplus tax
liability.

The decrease in minority interest in net income of consolidated subsidiaries of 49% in 2001 was due to our purchase of the
PXP minority interest in January 2001. '

The decrease in income from discontinued operations of 74% in 2000 was due primarily to the sale of the group insurance
operations in April 2000. With respect to the decrease in discontinued operations’ loss on disposal of 81% in 2000, there was a
gain on sale from the group operations of $71.7 million, offset by losses of $103.0 million related to our reinsurance operations.

Effects of Inflation

For the years ended December 31, 1999, 2000 and 2001, we do not believe inflation had a material effect on our consolidated
results of operations, except insofar as inflation may have affected interest rates.

Results of Operations by Segment

We evaluate segment performance on the basis of segment after-tax operating income. Realized investment gains and some
non-recurring items are excluded because management does not consider them when evaluating the financial performance of
the segments. The size and timing of realized investment gains are often subject to management's discretion. Non-recurring
items are removed from segment after-tax operating income if, in management's opinion, they are not indicative of overall
operating trends. While some of these items may be significant components of our net income reported in accordance with
GAAP, we believe segment after-tax operating income is an appropriate measure which represents the net income attributable
to the ongoing operations of our business. The criteria used by management to identify non-recurring items and to determine
whether to exclude a non-recurring item from segment after-tax operating income include whether the item is infrequent and:

= is material to the segment's after-tax operating income; or
e results from a business restructuring; or

= results from a change in the regulatory environment; or

= relates to other unusual circumstances (e.g., litigation).
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Non-recurring items excluded by management from segment after-tax operating income may vary from period to period.
Because such items are excluded based on management's discretion, inconsistencies in the application of management's
selection criteria may exist. Segment after-tax operating income is not a substitute for net income determined in accordance
with GAAP and may be different from similarly titled measures of other companies.

Segment Allocations

We allocate capital to Investment Management on an historical cost basis and to insurance products based on 250% of
company action level risk-based capital. We allocate net investment income based on the assets allocated to each segment.
We allocate other costs and operating expenses to each segment based on a review of the nature of such costs, cost

allocations using time studies, and other allocation methodologies.

The following table presents a reconciliation of segment after-tax operating income to GAAP reporied income from

continuing operations.

For the Year Ended December 31,

19%9 2000 2001

(im millions)

Segment after-tax operating income:

Life and ADNNUILY....coovovieerreereeiereniieres e seneersanasssvaseseenes $ 46.7 $ 196 $ 54.1
Investment Management.........cocceveeeriininninienienennenens 23.9 23.9 (15.5)
Venture Capital.......ccococviiiiiiei 50.9 180.2 (54.9)
Corporate and Other...........ccocceeniiiievreieneeeerecaeeeene (15.3) (17.5) (8.9
Total segment after-tax operating
INCOME (JOSS).uiiueirirrerrieerieerieerieeereersreeeresesieessnasnees 146.2 206.2 (25.2)
After-tax adjustments:
Net realized investment gains (10SS€s)........ccvevverieinneee 49.2 55.0 (46.2)
Deferred policy acquisition costs adjustment " -- (141.8) --
Early retirement pension adjustment S (17.6) -- (15.5)
Pension adjustment @ ... -- -- 29
Demutualization expense O eeerseessinst s st sssessteseaens -- (14.1) (23.9)
SUIPIUS taX ©eiiiir e (11.2) (10.4) 21.0
Portfolio (10ss) gain @.........co.cooveveeriviieee e (3.8) 3.1 -
Loss on sublease transaction ............cccooveveeeveeirireninns -- 7 -
Partnership gains W..........cccoooverveenieerees s -- - 2.4
Restructuring charges @............co.cooeeeverveinenereesriecnnnan, (7 - -
Expenses of purchase of PXP minority
INEELESt 10 e -- 7 (52.8)
Litigation settlement 1_.........c.cc.ocoovirvririeeeeienn, -- (1.8) --
Total after-tax adjustments.........oceeeerveeerirceenicennencrne 15.9 (111.4) (112.1)
GAAP Reported income:
Income (loss) from continuing OPerations.......veeveevernees $162.1 $ 94.8 $(137.3)

(1)  An increase to deferred policy acquisition costs amortization resulting from a change in estimated future
investment earnings due to a reallocation in December 2000 of assets supporting the participating life
policies.

(2) In 1999 and 2001, we offered special early retirement programs that enhanced the retirement benefits of
employees who accepted the offer.

(3)  Reduction in pension plan cost due to a change in the corridor used to amortize deferred gains and losses.

(4)  Represents non-recurring expenses related to the demutualization.

(5) As a mutual life insurance company, Phoenix Life was subject, in the periods indicated, to a surplus tax
limiting the ability of mutual insurance companies to deduct the full amount of policyholder dividends from
taxable income. Phoenix Life will not be subject to such a surplus tax for 2001 and future years, as a result of
its demutualization in June 2001. Re-estimation of the surplus tax liability for prior years at September 30,
2001, resulted in the elimination of the liability

(6)  Related to the reimbursement and subsequent reinsurance recovery of two mutual fund investment portfolios
which had inadvertently sustained losses.

(7)  Represents one-time expenses related to sublease transactions on certain office space.

(8)  Represents gains related to distributions from PXP partnership investments.
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(9) Represents various restructuring charges including: expenses resulting from a senior executive exercising
certain rights under an employment agreement, charges related to the outsourcing of fund accounting
operations, and severance costs related to staff reductions resulting primarily from the closing of PXP's equity
management department in Hartford and PXP's reductions in the institutional line of business.

(10) Represents expenses related to the purchase of the PXP minority interest including: PXP's accrual of non-
recurring compensation expenses of $57.0 million to cash out stock options, $5.5 million of related
compensation costs, non-recurring retention costs of $19.7 million, and non-recurring transaction costs of
$3.9 million. Income taxes of $33.3 million were calculated using an effective tax rate of 38.8%.

(11) Represents a charge related to a litigation settlement with former clients of PXP and its former financial
consulting subsidiary.

Life and Annuity Segment

The following table and discussion presents summary financial data relating to Life and Annuity for the years ended
December 31, 1999, 2000 and 2001.

For the Year
Ended December 31,
1999 2006 2001
(in millions)
Operating Results:
Revenues:
Premiums. . ...ovovveieneniiinen i $1,175.7 $1,147.4 $1,112.7
Insurance and investment product fees...... 271.7 302.7 303.8
Net investment inCOME.............oceeeernnee 768.3 7914 890.9
Total revenues.............cccvevrvveeeennen. 2,221.7 2,241.5 2,307.4
Benefits and expenses:
Policy benefits and dividends..................... 1,723.6 1,775.8 1,797.2
Amortization of deferred policy
ACQUISIEION COSES...vveeeeivirercccieriniene e 147.9 137.8 133.0
Cther operating expenses...........ccccoeeeeueas 278.0 297.7 293.4
Total benefits and expenses.............. 2,149.5 22113 2,223.6
Operating income before income taxes...... 72.2 30.2 83.8
Income tax eXpense.......couiveeevevvninennnn, 255 10.6 T 294

Minority interest in net income of

consolidated subsidiaries.............ccoeeenes -- -- 3
Segment after-tax operating income.......... 46.7 19.6 54.1
After-tax adjustments:

Net realized investment (losses) gains..... 10.3 (15.8) (19.8)
Deferred policy acquisition costs adjustment - (141.8) --
Total after-tax adjustments..........ccccceeeee. 10.3 (157.6) (19.8)

GAAP reported income (loss):
Income (loss) from continuing operations $ 57.0 $(138.0) $ 343

The decrease in premiums of 2% and 3% in 2000 and 2001, respectively was primarily due to whole life premiums which
decreased $17.1 million and $24.8 million in 2000 and 2001. The declines reflect the shift to variable products, for which
revenues are recognized through insurance and investment product fees. There were also decreases in both 2001 and 2000 due to
the runoff of the Confederation Life whole life business.

The increase in insurance and investments product fees in 2000 and 2001 reflects the shift of sales from our traditional whole
life business to variable products as follows:

= The increase in insurance and investment product fees of 0.4% in 2001 was due to the following. Insurance and
investment product fees for variable annuities decreased because average assets under management decreased as a
result of negative investment performance. At December 31, 2001, funds under management for variable annuities
were $4.7 billion, an increase of $0.3 billion, or 8%, from December 31, 2000. The decrease in funds under
management due to negative investment performance was $0.6 billion from December 31, 2000. Variable annuity
sales were $1.5 billion for the year ended 2001, an increase of 117% from 2000 primarily as a result of our expanded
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distribution system and a single case deposit of $200 million received in June 2001. Variable annuity benefits and
surrenders were $516.6 million, a decrease of 18% from 2000. Fees related to our trust operations decreased $5.8
million due to the sale of our New Hampshire trust and agency operations. These decreases were offset by increases
in fees related to our variable universal life products of $18.4 million, or 26%. Even though funds under
management for variable universal life remained relatively flat over 2000, variable universal life fees increased
because a significant portion of the fees are premium-based or are based upon net amount at risk. At December 31,
2001, funds under management for variable universal life were $1,096.0 million, an increase of $14.7 million, or
1%, from December 31, 2000. Funds under management decreased $194.0 million from December 31, 2000 due to
negative investment performance. Variable universal life deposits were $336.1 million in 2001, an increase of 30%
from 2000. Variable universal life benefits and surrenders were $32.9 million, a decrease of 7% from 2000.

= The increase in insurance and investment product fees of 9% in 2000 was due to the growth in our variable products
business. Insurance and investment product fees for variable products and universal life increased $16.0 million, due to
increased sales for the year and investment performance from late 1999 through September 30, 2000, offset, in part, by
negative investment performance in the fourth quarter of 2000. Variable annuity sales were $687.0 million for 2000, an
80% increase from 1999. Variable universal life sales were $258.2 million for 2000, a 26% increase from 1999. These
variable product sales were offset by benefits and surrenders of $668.8 million for 2000, remaining relatively
unchanged from 1999. Total funds under management were $7.0 billion as of December 31, 2000, a 6% decrease from
$7.4 billion as of December 31, 1999. Insurance and investment product fees also increased $8.2 million from WS
Griffith due to an increase in commissions related to the sale of non-affiliated products.

The increase in net investment income of 3% and 13% in 2000 and 2001, respectively, was primarily the result of higher average
invested assets.

The increase in policy benefits, increase in policy liabilities and policyholder dividends of 1% in 2001 was primarily due to
higher interest credited on the guaranteed interest account of variable annuities. The increase in policy benefits, increase in
policy liabilities and policyholder dividends of 3% in 2000 was primarily due to the increase in dividends of $18.5 million due
to increases in cash values on whole life policies. Policy benefits were $14.1 million higher in 2000 for variable products due to
growth in the business, and $26.0 million higher for whole life business, due primarily to a reinsurance accounting adjustment
reflecting, as a liability, future profits expected to accrue to our reinsurers as a result of improvements in mortality.

The decrease in amortization of deferred policy acquisition costs of 4% in 2001 is primarily due to a one-time adjustment to
deferred acquisition costs in 2000 of $218.2 million in our participating block. Whole life amortization expenses declined $25.5
million in 2000 due primarily to lower deferred acquisition expenses caused by decreased sales volume and $8.0 million due to
the runoff of the Confederation Life whole life business. The decrease in amortization of deferred policy acquisition costs in
2000 excludes a one-time increase in 2000 in the amortization of deferred acquisition costs of $218.2 million in our participating
block relating to the reallocation of assets supporting participating life policies. These decreases were offset by increased
amortization on universal life products and term products, due to business growth.

Other operating expenses remained relatively flat in 2001. The increase in other operating expenses of 7% in 2000 was
primarily related to the growth of our Life and Annuity business, including an increase of $11.5 million in compensation
expenses resulting, in part, from additions to our staff of product specialists and incentives, an increase of $5.5 million in
expenses related to technology initiatives and an increase of $8.4 million due to growth in WS Griffith and PHL Associates, Inc.
These expenses were offset, in part, by a decrease in amortization of goodwill and other intangible assets of $5.8 million due to a
write-off of goodwill in 1999.

Investment Management Segment

The following table and discussion presents summary financial data relating to Investment Management for the years ended
December 31, 1999, 2000 and 2001.

For the Year
Ended December, 31
Operating Results: 1999 2000 2001
(in millions)
Revenues:
Investment product fees.......ccccvevreeennn. $ 2843 $ 3244 $ 2358.1
Net investment income...................... 3.1 2.6 1.6
Total revenues..........ccoevveeveeenenen. $ 2874 $ 327.0 $ 259.7




For the Year

Ended December, 31
Operating Results: 1999 2000 2001
(in millions)

Expenses:
Amortization of goodwill and

other intangible assets .......ocoeerevervrriinnes $ 303 $ 318 § 49.0
[NLErest EXPENSE....cvrrmvruererrevcrererrireenenrnenss 16.8 17.9 149
Other operating eXpenses .......c.oevevervvererens 187.0 222.9 2125

Total eXpenses.......covevinriricniercrcennen. 234.1 272.6 2764

Income (loss) from continuing operations
before income taxes, minority interest
and equity in earnings of and interest
earned from investments in

unconsolidated affiliates..........c..cccvevenenn. 53.3 544 - (16.7)
Income tax expense (benefit) .................... 23.0 25.7 (2.6)
Minority interest in net income of

consolidated subsidiaries........c.............. (10.1) (11.0) 6.9)

Equity in earnings of and interest earned

from investments in unconsolidated

affiliates. ....cccovenri e 37 6.2 5.5
Segment after-tax operating income (loss) 23.9 23.9 (15.5)
After-tax adjustments:

Net realized investment gains ............... - 52 .5
Portfolio (10ss) gain......ccceovvirenineiicrcnns (3.8) 3.1 -
Partnership gains .........ccccovevvveieereeennnne. -- 2.4
Loss on sublease transaction ................... - {7 --
Restructuring charges......c.ccooevenvccrnnnns o)) -
Expenses of purchase of PXP minority »

F101 153 (| ORI -- 7 (52.8)
Litigation settlement........ccccceeveriivennnnns -- (1.8) --
Total after-tax adjustments...........cceceevenee 4.5) 5.1 (49.9)
GAAP reported income: '
Income (loss) from continuing operations $ 194 $ 290 $ (65.4)

The decrease in investment product fees of 20% in 2001 was primarily the result of decreases of $8.5 billion and $1.4 billion
in average, assets under management for the private client and institutional lines of business, respectively. Our sale of PXP’s
Cleveland operations in June 2000 accounted for approximately $1.7 billion of the decrease in average institutional assets
under management. At December 31, 2001, Investment Management had $52.1 billion in assets under management, a
decrease of $4.5 billion, or 8%, from December 31, 2000. This decrease consisted of a $6.8 billion decrease due to
investment performance, offset, in part, by net asset inflows of $.5 billion, a $0.8 billion increase as a result of our IPQ, and
increases of $0.7 billion and $0.1 billion resulting from the acquisition of a 75% interest in Walnut in January 2001 and a
65% interest in CapWest in November 2001, respectively. Sales of private client products in 2001 were $4.5 billion, a
decrease of 24% from the same period in 2000, and redemptions from existing accounts were $5.3 billion, an increase of 4%
from the same period in 2000. Sales of institutional accounts in 2001 were $5.0 billion, a decrease of 0% from the same
period in 2000, and lost accounts and withdrawals from existing accounts were $3.8 billion, a dectease of 49% from the same
period in 2000. '

The increase in investment product fees of 14% in 2000 was the result of increases of $4.1 billion and $0.3 billion in average
assets under management for the private client and institutional lines of business, respectively. Sales of private client products in
2000 were $5.9 billion, an increase of 56% from 1999, but were offset by redemptions of $5.1 billion, an increase of 20% from
1999. Sales of institutional accounts in 2000 were $5.6 billion, a decrease of 5% from 1999, but were offset by lost accounts and
withdrawals from existing accounts, excluding the effect of the Cleveland sale, of $7.4 billion, an increase of 46% from 1999.
PXP sold its Cleveland-based operations on June 30, 2000 and received cash of $5.0 million and a note receivable of $3.3
million. The transaction did not have a material impact on pre-tax results of operations. However, due to the inclusion of $8.5
million of non-deductible goodwill in the tax basis of the Cleveland operations, PXP recorded a $3.4 million tax expense.

The increases in amortization of goodwill and intangibles from 1999 through 2001 were due to the acquisition of Zweig in
March 1999, the payment of $50.0 million in September 2000 for the Engemann acquisition and our acquisition of an interest in

35




Walnut in January 2001. The 1999 to 2000 increase was offset, in part, by the reduction in intangible assets related to the sale of
PXP's Cleveland operations in June 2000.

The decrease in interest expense of 17% in 2001 was due to debt repayments in the third quarter and a 2.8% decrease in the
average interest rate paid on outstanding debt as compared to the same period in 2000. The increase in interest expense of 7% in
2000 resulted from financing the Zweig acquisition and the September payment to Engemann.

The decrease in other operating expenses of 5% in 2001 was primarily the result of reduced incentive compensation for certain
subsidiaries that, in accordance with their respective operating agreements, receive compensation directly related to earnings,
which have declined as a result of investment performance. The increase in other operating expenses of 19% in 2000 was
primarily due to various incentive compensation programs relating to increased sales and improved investment performance and
the addition of wholesaling and other marketing positions in both the private client and institutional lines of business in the third
quarter of 2000. Non-compensation related costs increased primarily in support of company initiatives begun during the year
which related primarily to distribution and technology.

The decrease in minority interest in net income of consolidated subsidiaries of 37% in 2001 was due primarily to our purchase of
the PXP minority interest in January 2001. The increase of 9% in 2000 was due to the increased earnings of PXP.

The changes in equity in earnings of and interest earned from investment in unconsolidated affiliates from 1999 through 2601
were due primarily to the equity in earnings of Aberdeen.

Venture Capital Segment

Our investments in Venture Capital are primarily in the form of limited partnership interests in venture capital funds,
leveraged buyout funds and other private equity partnerships sponsored and managed by third parties. We refer to all of these
types of investments as venture capital.

We record our investments in venture capital partnerships in accordance with the equity method of accounting. Gur pro rata
share of the earnings or losses of the partnerships, which represent realized and unrealized investment gains and losses, as
well as operations of the partnership, is included in our investment income. We record our share of the net equity in earnings
of the venture capital partnerships in accordance with GAAP, using the most recent financial information received from the
partnerships. Historically, this information had been provided to us on a one-quarter lag. Due to the volatility in the equity
markets, we believed the one-quarter lag in reporting was no longer appropriate. Therefore, we changed our method of
applying the equity method of accounting to eliminate the quarterly lag in reporting. We removed the lag in reporting by
estimating the change in our share of the net equity in earnings of the venture capital partnerships for the period from
December 31, 2000, the date of the most recent financial information provided by the partnerships, to our then current
reporting date of March 31, 2001. To estimate the net equity in earnings of the venture capital partnerships for each quarter,
we developed a methodology to estimate the change in value of the underlying investee companies in the venture capital
partnerships. For public investee companies, we used quoted market prices at the end of each quarter, applying liquidity
discounts to these prices in instances where such discounts were applied in the underlying partnerships' financial statements.
For private investee companies, we applied a public industry sector index to roll the value forward each quarter, We applied
this methodology consistently each quarter with subsequent adjustments to reflect market events reported by the partnerships
(e.g., new rounds of financing, initial public offerings and writedowns by the general partners). In addition, we will annually
revise the valuations we have assigned to the investee companies to reflect the valuations contained in the audited financial
statements received from the venture capital partnerships. Qur venture capital earnings remain subject to variability.

In the first quarter of 2001, we recorded a charge of $48.8 million (net of income taxes of $26.3 million) representing the

cumulative effect of this accounting change on the fourth quarter of 2000. The cumulative effect was based on the actual
fourth quarter 2000 financial results as reported by the partnerships.
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The following table and discussion presents summary financial data relating to Venture Capital for the years ended December

31, 1999, 2000 and 2001.

For the Year
Ended December, 31
Operating Results: 1999 2000 2001
(in millions)
Revenues:
Net investment income (loss).............. $ 139.9 $ 2773 $ (84.5)
Operating income (loss) before
INCOME tAXES...vervrerrreeerenireerareeeeieees 139.9 271.3 (84.5)
Expenses:
Income tax expense (benefit)................. 49.0 97.1 (29.6)
Segment after-tax operating income
(1055) Voo, $ 909 $ 180.2 $ (54.9)

(1) Excludes a charge of $48.8 million representing the cumulative effect of an accounting change in the
first quarter of 2001, as described above.

The decrease in net investment income of 131% in 2001 was primarily driven by stock market performance in the technology
sector, which produced very favorable returns in 2000 but suffered significant declines during 2001. The increase in net
investment income of 98% in 2000 was primarily driven by stock market performance in the technology sector in the first
nine months of 2000.

Corporate and Other Segment

The following table and discussion presents summary financial data relating to Corporate and Other for the years ended
December 31, 1999, 2000 and 2001.

_ For the Year
Ended December 31,
Operating Results: 1999 2000 2001
(in millions)
Revenues:
Insurance and investment product fees...... $ 422 $ 28.1 $ 126
Net investment income...............cccoueeene 31.3 47.5 18.3
Total revenues.............covcevvecennnn, 73.5 75.6 30.9

Benefits and expenses:
Policy benefits and increase in policy

Labilities.......cccvricririeriereeeeseeiiie, 10.0 12.0 9.6
Interest eXpense.........cccererevevrernriiinnniina, 17.2 14.7 12.4
Other operating expenses. ..o 87.8 102.4 40.3

Total expenses........ooveeevcevericviiinenanee 115.0 129.1 62.3

Operating loss before income taxes,

minority interest and equity in earnings

of and interest earned from investments

in unconsolidated affiliates.................... 41.5) (53.5) (31.4)
Income tax benefit.....ccooeeeeiiiiviieeeiiiiieeenn, (24.4) 34.7) (19.9)
Equity in earnings of and interest earned

from investments in unconsolidated

AFTIIALES o veveceeeecveee e e 1.8 1.3 2.6
Segment after-tax operating loss............... (15.3) (17.5) (8.9
After-tax adjustments:

Net realized investment gains (losses).... 38.9 65.6 (26.9)
Early retirement pension adjustment....... (17.6) -- (15.5)
Pension adjustment...........cccecevviriniinnenn -- - 2.9
Demutualization expense.......c.c.coeeveeenee. - (14.1) (23.9)
SUrplus taX.....cvvevereenceniirinneneenererrennes (11.2) (10.4) 21.0
Total after-tax adjustments ...........cccoueneee. $ 101 $ 41.1 $42.9
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For the Year
Ended December 31,

Operating Results: 1999 2000 2001
(in millions)

GAAP reported income:
Income (loss) from continuing operations $(.2) $ 23.6 $(51.3)

The decrease in insurance and investment product fees of 55% in 2001 was primarily due to the decision to exit our physician
practice management business in the third quarter of 2000. The decrease of 33% in 2000 was primarily due to the sale of our
property and casualty distribution subsidiary in May 1999.

Net investment income consists of income from invested assets not allocated to other segments. The decrease of 61% in 2001
was primarily the result of the sale of assets to fund the purchase of the PXP minority interest in January 2001, partially
offset by the earnings on the IPO proceeds. The increase of 45% in 2000 was primarily the result of higher average invested
assets due to the proceeds from the sale of our group insurance operations.

The decrease in policy benefits and increase in policy liabilities of 20% in 2001 was primarily due to a decrease in reserves
related to our group pension business. The increase in policy benefits and increase in policy liabilities of 20% in 2000 was
primarily due to an increase in reserves related to our group pension business.

The decrease in interest expense of 16% and 15% in 2001 and 2000, respectively, was due to a decrease in corporate
borrowings.

The decrease in other operating expenses of 61% in 2001 was primarily due to decreases of $23.3 million in compensation
and related expenses, $14.1 million of special charitable contributions made in 2000, which were not repeated in 2001, and
the effect of our decision to exit our physician practice management business in the third quarter of 2000. The increase in
other operating expenses of 17% in 2000 was due to a $10.5 million increase in contributions to our charitable foundation
and $13.8 million in expenses related to our decision to exit our physician practice management business. These expenses
included goodwill write-offs, expenses related to contract terminations and severance costs. In addition, other operating
expenses increased $10.6 million due primarily to corporate advertising, litigation and the growth of Phoenix Global
Solutions (India) Pvt. Ltd. (“PGS”). These expenses were offset, in part, by a $20.3 million reduction in expenses due to the
sale of our property and casualty distribution subsidiary in May 1999.

The increase in equity in earnings of and interest earned from investments in unconsolidated affiliates of 100% in 2001 was
due primarily to our equity in the increased earnings of Hilb, Rogal and Hamilton Company (“HRH”) and EMCQO. The
increase of 56% in 2000 was due primarily to our equity in the increased earnings of HRH.

General Account

The invested assets in our general account are generally of high quality and broadly diversified across asset classes, sectors
and individual credits and issuers. Our general account assets are managed by our Investment Management professionals. We
manage our general account assets in investment segments that support specific product liabilities. These investment
segments have distinct investment policies that are structured to support the financial characteristics of the specific liability or
liabilities within them. Segmentation of assets allows us to manage the risks and measure returns on capital for our various
businesses and products.

Separate Account Investments and Investinent Trusts

Separate account assets are managed in accordance with the specific investment contracts and guidelines relating to our
variable products. We generally do not bear any investment risk on assets held in separate accounts. Rather, we receive
investment management fees based on assets under management. Generally, assets held in separate accounts are not available
to satisfy general account obligations. '

Investment trusts are assets held for the benefit of those institutional clients which have investments in structured finance
products offered and managed by our investment management subsidiary. Investment trusts, for which PXP is the sponsor
and actively manages the assets, and for which there is not a substantive amount of outside third party equity investment in
the trust, are consolidated in the financial statements. In 2001, we determined that two out of the eight investment trusts that
PXP sponsored did not have a substantive amount of outside equity and, as a result, we concluded that consolidation was
required. Our financial exposure is limited to our share of equity and bond investments in these vehicles and there are no
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financial guarantees from, or recourse to, us for these investment trusts. Asset valuation changes are directly offset by
changes in the corresponding liabilities. We receive investment management fees for services provided to the trust.

Asset/Liability and Risk Management

Our primary investment objective is to maximize after-tax investment return within defined risk parameters. Qur primary
sources of investment risk are:

o credit risk, which relates to the uncertainty associated with the ongoing ability of an obligor to make timely
payments of principal and interest;

° interest rate risk, which relates to the market price and cash flow variability associated with changes in market
interest rates; and

° equity risk, which relates to the volatility of prices for equity and equity-like-investments.

We manage credit risk through fundamental analysis of the underlying obligors, issuers and transaction structures. We
employ a staff of specialized and experienced credit analysts who review obligors’ management, competitive position,
financial statements, cash flow, coverage ratios, liquidity and other key financial and non-financial information. These
specialists recommend the investments needed to fund our liability guarantees within diversification and credit rating
guidelines. In addition, when investing in private debt securities, we rely upon broad access to management information,
negotiated protective covenants, call protection features and collateral protection. We review our debt security portfolio
regularly to monitor the performance of obligors and assess the integrity of their current credit ratings.

We manage interest rate risk as part of our asset/liability management process and product design procedures. Asset/liability
management strategies include the segmentation of investments by product line, and the construction of investment portfolios
designed to satisfy the projected cash needs of the underlying liabilities. We identify potential interest rate risk in portfolio
segments by modeling asset and liability durations and cash flows under current and projected interest rate scenarios. We use
these projections to assess and control interest rate risk.

We also manage interest rate risk by emphasizing the purchase of securities that feature prepayment restrictions and call
protection. Cur product design and pricing strategies include the use of surrender charges or restrictions on withdrawals in
some products. In addition, we selectively apply derivative instruments, such as interest rate swaps, swaptions, and floors to
reduce the interest rate risk inherent in our portfolios. These derivatives are transacted with highly rated counterparties and
monitored for effectiveness on an ongoing basis. We use derivatives exclusively for hedging purposes.

We manage equity risk, as well as credit risk, through industry and issuer diversification and asset allocation. Maximum
exposure to an issuer is defined by quality ratings, with higher quality issuers having larger exposure limits. We have an
overall limit on below investment-grade rated issuer exposure.

For further information about our management of interest rate risk and equity risk, see "Management's Discussion and
Analysis of Financial Condition and Results of Operations—Quantitative and Qualitative Information About Market Risk."

Debt Securities

Our debt security portfolio consists primarily of investment-grade publicly traded and privately placed corporate bonds;
residential mortgage-backed securities; commercial mortgage-backed securities; and asset-backed securities. As of December
31, 2001, debt securities represented 68% of general account invested assets, with a carrying value of $9,599.2 million. Public
debt securities represented 76% of this total amount, with the remaining 24% represented by private debt securities. In the fourth
quarter of 2001, we reclassified our held-to-maturity debt securities to available-for-sale. Our debt securities are classified as
available-for-sale and are reported at fair value with unrealized gains or losses included in equity.

Each year, the majority of our net cash flows are invested in investment grade debt securities. However, we maintain a portfolio
allocation between 6% and 10% of debt securities in below investment grade rated bonds. Allocations are based on our
assessment of relative value and the likelihood of enhancing risk-adjusted portfolio returns. The size of our allocation to below
investment grade bonds is constrained by the size of our net worth. We are subject to the risk that the issuers of the debt
securities we own may default on principal and interest payments, particularly if a major economic downturn occurs. As of
December 31, 2001, total debt securities having an increased risk of default (those securities with a Securities Valuation Office
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(“SVQ”) securities rating of four or greater) totaled $40.5 million, or 0.4%, of our total debt security portfolio, and our below
investment grade debt securities represented 8% of our total debt security portfolio.

The following table displays the SYO ratings for our debt security portfolio as of the dates indicated, along with an equivalent
S&P rating agency designation. The majority of our bonds are investment grade, with 92% invested in Categories 1 and 2
securities as of December 31, 2001.

Total Debt Securities by Credit Quality

As of December 31,
SYQO Rating S&P Equivalent Designation 2000 2001
(in millions)
1 AAA/AA/A $ 5,359.3 $ 6,130.8
2 BBB 1,979.7 2,686.7
3 BB 573.9 581.6
4 B 240.6 173.0
5 CCC and lower 15.5 38.6
6 In or near default 39 23.3
Total 8,172.9 9,634.0
Less debt securities of discontinued operations..............o.c..... 114.3 34.8
Total debt securities, continuing OPerations............ocevereeererennne $ 8,058.6 $ 9,599.2

The following table displays the credit quality of our public debt security portfolio as of the dates indicated.
Public Debt Securities by Credit Quality

As of December 31,

SYQ Rating S&P Equivalent Designation 2080 2091
(in millions)

1 AAA/AAIA $ 4,285.0 $ 5,019.3
2 BBB 1,083.7 1,667.9
3 BB 491.5 452.9
4 B 200.2 150.4
5 CCC and lower 1.5 18.0
6 In or near default 1.4 19.8

Total $ 6,063.3 $ 7,328.3

The following table displays the credit quality of our private debt security porifolio as of the dates indicated.

Private Debt Securities by Credit Quality

As of December 31,
SYO Rating S&P Equivalent Designation 2000 2001
(in milliomns)
1 AAAIAAIA $ 1,074.3 $ L1115
2 BBB 896.0 1,018.8
3 BB 82.4 128.7
4 B 40.4 22.6
5 CCC and lower 14.0 20.6
6 In or near default 2.5 35
Total $ 2,109.6 $ 2,305.7
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Certain Risks Related to Our Business

Downturns in securities markets have adversely affected and could continue to adversely affect revenues from our investment
management business.

There are two main ways in which market declines and volatility have affected, or have the potential to affect, our revenues
negatively. First, significant market volatility or declines may cause potential purchasers of our products to refrain from new or
additional investments, and current investors to withdraw from the markets or reduce their rates of investment. Second, because
the revenues of our investment management and variable products businesses are to a large extent based on fees related to the
value of assets under our management, the decline in the securities markets has reduced, and could further reduce, our fee
revenues by reducing the value of the investment assets we manage.

Changes in interest rates could harm cash flow and profitability in our life and annuity businesses.

Cash flows relating to, and the profitability of, our life insurance and annuity businesses are sensitive to interest rate changes. In
periods of increasing interest rates, life insurance policy loans and surrenders and withdrawals may increase, as policyholders
seek investments with higher perceived returns. This process could result in cash outflows requiring us to sell invested assets at a
time when the prices of those assets are adversely affected by the increase in market interest rates, which could cause us to suffer
realized investment losses.

Conversely, during periods of declining interest rates, a decrease in the spread between interest and dividend rates to
policyholders and returns on our investment portfolio could adversely affect our profitability. During such periods, life insurance
and annuity products may be relatively more attractive investments, resulting in increased premium payments on products with
flexible premium features, repayment of policy loans and increased percentages of policies remaining in force during a period
when we are earning lower returns on our investments. For this reason, a sustained period of declining interest rates could cause
cash flow problems for us.

A downgrade in our claims paying ability or financial strength ratings could increase policy surrenders and withdrawals,
adversely affect relationships with distributors and reduce sales. Any of these occurrences would reduce our revenues from sales
of life insurance policies.

Claims paying ability ratings, sometimes referred to as financial strength ratings, indicate a rating agency's view of an insurance
company's ability to meet its obligations to its insureds. These ratings are key factors underlying the competitive position of life
insurers. In particular, several of the non-affiliated distributors of our life insurance products refuse to do business with insurance
companies that are rated lower than AA- for financial strength by Standard & Poor's Ratings Services, or the equivalent of such
rating issued by other recognized ratings agencies. Phoenix Life currently has ratings of AA- ("Very Strong") from Standard &
Poor's, Aa3 ("Excellent") from Moody's Investors Service, Inc., A ("Excellent") from A.M. Best Company, Inc. and AA ("Very
High") from Fitch IBCA. A ratings downgrade or the potential for such a downgrade for Phoenix Life could adversely affect our
ability to compete. Any of these occurrences could have a material adverse effect on our revenues from sales of life insurance
policies.

Liguidity and Capital Resources

In the normal course of business, we enter into transactions involving various types of financial instruments such as debt
securities and equity securities. These instruments have credit risk and also may be subject to risk of loss due to interest rate
and market fluctuations. We also make off-balance sheet commitments related to venture capital partnerships; as of

December 31, 2001, total unfunded capital commitments were $166.8 million.

Liquidity refers to the ability of a company to generate sufficient cash flow to meet its cash requirements. The following
discussion combines liquidity and capital resources as these subjects are interrelated.

The Phoenix Companies, Inc. (unconsolidated)

Qur primary uses of liquidity include the payment of dividends on our common stock, loans or contributions to our
subsidiaries, debt service and the funding of our general corporate expenses.

Qur primary source of liquidity is dividends from Phoenix Life. Based on the historic cash flows and the current financial
results of Phoenix Life, and subject to any dividend limitations which may be imposed upon Phoenix Life or any of its
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subsidiaries by regulatory authorities, we believe that cash flows from Phoenix Life's operating activities will be sufficient to
enable us to make dividend payments on our common stock, pay our operating expenses, service our outstanding debt, make
contributions to our subsidiaries and meet our other obligations. In addition, we have a master credit facility under which we
have direct borrowing rights, as do Phoenix Life and PXP with our unconditional guarantee.

Under the New York Insurance Law, the ability of Phoenix Life to pay stockholder dividends to us in any calendar year in
excess of the lesser of:

(1) 10% of Phoenix Life's surplus to policyholders as of the immediately preceding calendar year; or

(2) Phoenix Life's statutory net gain from operations for the immediately preceding calendar year, not including realized
capital gains,

is subject to the discretion of the New York Superintendent of Insurance.

The dividend limitation imposed by the New York Insurance Law is based on the statutory financial results of Phoenix Life.
Statutory accounting practices differ in certain respects from accounting principles used in financial statements prepared in
conformity with GAAP. The significant differences relate to deferred acquisition costs, deferred income taxes, required

investment reserves, reserve calculation assumptions and surplus notes.

We do not expect to receive significant dividend income from PXP for several years, because we expect that during this time
PXP will use a substantial portion of its cash flows from operations to pay down its outstanding debt.

Consolidated Financial Condition

The following tables present selected consolidated balance sheet data for the years indicated for the purpose of discussing
significant changes in our consolidated financial condition.

As of December 31,
2000 2041
(in millicns)

Total iNVEStMENtS. .. cvvveveeeeeeeeeeeeeceraeenn. $11,877.4 $13,263.8
Goodwill and other intangible assets..... 582.6 858.6
Investments in unconsolidated affiliates 1732 330.6
Policy liabilities and accruals................. 11,372.6 11,993.4
Policyholder deposit funds..........ccc....... 6784 1,368.2
Long-term debt........coovvvveveeceerennncrennenne 425.1 599.3
Other liabilities........cccoceeviirercrerienrennnenn 4733 595.1
Minority interest in net assets of

consolidated subsidiaries.................... 136.9 8.8

The increase in total investments of 12% in 2001 is due to the investments of our IPO and debt offering proceeds and growth
in our annuity business.

The increase in goodwill and other intangible assets of 47% in 2001 is primarily due to the purchase of the PXP minority
interest, from which we recorded $297.5 million in such assets.

The 91% increase in investments in unconsolidated affiliates in 2001 is primarily related to the reclassification of Aberdeen
and HRH convertible subordinated notes from held-to-maturity to available-for-sale and the resulting market appreciation

recorded on that transfer.

The 5% increase in policy liabilities and accruals in 2001 is primarily due to increased life insurance reserves and the
establishment of the PDO.

The 102% increase in policyholder deposit funds in 2001 is due to an increase in annuity deposits to the guaranteed interest
account (“GIA”) option during 2001. Annuity deposits incieased primarily as a result of successful product launches.
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The 41% increase in long-term debt in 2001 is due to our public debt offering during the fourth quarter of 2001.

The 94% decrease in minority interest in net assets of consolidated subsidiaries in 2001 is due to the purchase of the PXP
minority interest, which resulted in PXP becoming our wholly-owned subsidiary.

As of December 31,
1999 2000
(in millions)
Total iINVEStMENTS......cvvveeeeeeirvreeeeeeeerns $11,284.0 $11,877.4
Deferred policy acquisition costs........ 1,318.8 1,018.0
Net assets of discontinued operations 187.6 25.5
Policyholder deposit funds.................. 538.2 678.4

The 5% increase in total investments in 2000 was primarily due to growth in our venture capital partnerships from realized
gains of $129.2 million, net unrealized gains on securities and a general increase in business.

The 23% decrease in deferred policy acquisition costs in 2000 was the result of a one-time adjustment to deferred policy
acquisition costs of $218.2 million in our participating block.

The 86% decrease in net assets of discontinued operations in 2000 was due to the sale of our real estate management and
group life and health businesses in 2000.

The 26% increase in policyholder deposit funds in 2001 was due to an increase in annuity deposits to the GIA option during
2000.

Phoenix Life

Phoenix Life's liquidity requirements principally relate to: the liabilities associated with its various life insurance and annuity
products; the payment of dividends to us; operating expenses; contributions to subsidiaries; and payment of principal and
interest on outstanding debt obligations. Phoenix Life's liabilities arising from its life insurance and annuity products include
the payment of benefits, as well as cash payments in connection with policy surrenders, withdrawals and loans. Phoenix Life
also has liabilities arising from the runoff of the remaining group accident and heaith reinsurance discontinued operations.

Historically, Phoenix Life has used cash flow from operations and investment activities to fund its liquidity requirements.
Phoenix Life's principal cash inflows from its life insurance and annuities activities come from premiums, annuity deposits
and charges on insurance policies and annuity contracts, as well as dividends and distributions from subsidiaries. Phoenix
Life's principal cash inflows from its investment activities result from repayments of principal, proceeds from maturities,
sales of invested assets and investment income.

Additional sources of liquidity to meet unexpected cash outflows are available from Phoenix Life's portfolio of liquid assets.
These liquid assets include substantial holdings of U.S. government and agency bonds, short-termn investments and
marketable debt and equity securities. The cash Phoenix Life received as consideration for the transfer of shares of common
stock of PXP and other subsidiaries following the demutualization was a non-recurring source of liquidity. Pursuant to the
plan of reorganization, this cash payment was $659.8 million.

Phoenix Life's current sources of liquidity also include a master credit facility under which it has direct borrowing rights,
subject to Phoenix’s unconditional guarantee (see "Debt Financing"). Following the demutualization, Phoenix Life no longer
has access to the cash flows generated by the closed block assets.

As of December 31, 2001, Phoenix Life received life insurance claims relating to the September 11, 2001 terrorist attacks
totaling $11.7 million. Claim costs were $3.7 million, net of reinsurance, of which $2.1 million reduced net income and
$1.6 million were funded by the closed block.

A primary liquidity concern with respect to life insurance and annuity products is the risk of early policyholder and
contractholder withdrawal. Phoenix Life closely monitors its liquidity requirements in order to match cash inflows with
expected cash outflows, and employs an asset/liability management approach tailored to the specific requirements of each
product line, based upon the return objectives, risk tolerance, liquidity, tax and regulatory requirements of the underlying
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products. In particular, Phoenix Life maintains investment programs generally intended to provide adequate funds to pay
benefits without forced sales of investments. Products having liabilities with relatively long lives, such as life insurance, are
matched with assets having similar estimated lives, such as long-term public and private placement debt securities. Shorter-
term liabilities are matched with investments such as short-term and medium-term debt securities.

The following table summarizes Phoenix Life's annuity coniract reserves and deposit fund liabilities in terms of
contractholders' ability to withdraw funds for the indicated periods:

Withdrawal Characteristics of Annuity Contract
Reserves and Deposit Fund Liabilities™

As of December 31,
20090 2001
Amount % Amount %
(dollars in millions)
Not subject to discretionary withdrawal provision............ $ 1828 4% $ 1739 3%
Subject to discretionary withdrawal without adjustment... 688.3 14% 1,054.8 21%
With market value adjustment...... .c.ccocovveriiniiiininninnee 17.2 -% 239.1 5%
Subject to discretionary withdrawal at contract value less
surrender Charge.......o.vecveeeveirveneeruesreierentereereereseeseenens 173.9 3% 453.3 5%
Subject to discretionary withdrawal at market value......... 4,041.5 9% 3,087.5 62%

Total annuity contract reserves and deposit fund liability. $5,103.7 100% 35,008.6 100%

(1) Data are reported on a statutory basis, which more accurately reflects the potential cash outflows. Data include
variable product liabilities. Annuity contract reserves and deposit fund liabilities are monetary amounts that an
insurer must have available to provide for future obligations with respect to its annuities and deposit funds. These are
liabilities on the balance sheet of financial statements prepared in conformity with statutory accounting practices.
These amounts are at least equal to the values available to be withdrawn by policyholders.

Individual life insurance policies are less susceptible to withdrawals than are annuity contracts because policyholders may
incur surrender charges and be required to undergo a new underwriting process in order to obtain a new insurance policy. As
indicated in the table above, most of Phoenix Life's annuity contract reserves and deposit fund liabilities are subject to
withdrawals.

Individual life insurance policies, other than term life insurance policies, increase in cash values over their lives.
Policyholders have the right to borrow from Phoenix Life an amount generally up to the cash value of their policies at any
time. As of December 31, 2001, Phoenix Life had approximately $10.5 billion in cash values with respect to which
policyholders had rights to take policy loans. The majority of cash values eligible for policy loans are at variable interest rates
that are reset annually on the policy anniversary. Phoenix Life's amount of policy loans has not changed significantly since
1999. Policy loans at December 31, 2001 were $2.2 billion.

The primary liquidity concerns with respect to Phoenix Life's cash inflows from its investment activities are the risks of
default by debtors, interest rate and other market volatility and potential illiquidity of investments. Phoenix Life closely
monitors and manages these risks.

We believe that Phoenix Life's current and anticipated sources of liquidity are adequate to meet its present and anticipated
needs.

FPXP

PXP’s liquidity requirements are primarily to fund operating expenses and pay outstanding debt. PXP also will require
liquidity to fund the costs of acquisitions or any contingent payments for previous acquisitions. Historically, PXP's principal
source of liquidity has been cash flows from operations. We expect that cash flow from operations will continue to be PXP's
principal source of working capital for the foreseeable future. PXP, together with us and Phoenix Life, has entered into a
master credit facility. Under this facility, PXP has direct borrowing rights, subject to our unconditional guarantee. See "—
Debt Financing — Master Credit Facility." We believe that PXP's current and anticipated sources of liquidity are adequate 1o
meet its present and anticipated needs.

44




Debt Financing

As of December 31, 2001, we had outstanding debt of $299.2 million (not including the indebtedness of Phoenix Life and
PXP described below under “Phoenix Life” and “PXP,” respectively).

Debt offering. On December 19, 2001, we completed a debt offering of $300 million, thirty-year senior unsecured bonds at a
coupon of 7.45%. The bonds are traded on the New York Stock Exchange under the symbol PFX. The carrying value at
December 31, 2001 was $299.2 million.

Master Credit Facility. In June 2001, we, Phoenix Life and PXP entered into a $375 million revolving credit facility which
matures on June 10, 2005 (the "Master Credit Facility") and terminated Phoenix Life’s and PXP’s prior credit facilities. Bank
of Montreal is the administrative agent for this credit facility. Each company has direct borrowing rights under this credit
facility. We unconditionally guarantee loans to Phoenix Life and PXP. Base rate loans bear interest at the greater of the Bank
of Montreal's prime commercial rate or the effective federal funds rate plus 0.5%. Eurodollar rate loans bear interest at
LIBOR plus an applicable margin. At December 31, 2001, the outstanding balance under this facility was $125.1 million,
subject to the Eurdollar rate structure. The credit agreement contains customary financial and operating covenants that
include, among other provisions, requirements that we maintain a minimum stockholders' equity and a maximum debt to
capitalization ratio; that Phoenix Life maintain a minimum risk based capital ratio and a minimum financial strength rating;
and that PXP maintain a maximum debt to capitalization ratio and a minimum stockholder’s equity.

Phoenix Life
As of December 31, 2001, Phoenix Life had $175.0 million of debt outstanding, but none under the Master Credit Facility.

Surplus Notes. In November 1996, Phoenix Life issued $175 million principal amount of 6.95% surplus notes due December
1, 2006. Each payment of interest or principal of the notes requires the prior approval of the New York Superintendent of
Insurance and may be made only out of surplus funds which the Superintendent determines to be available for such payment
under the New York Insurance Law. The notes contain neither financial covenants nor early redemption provisions and are to
rank equally with any subsequently issued surplus, capital or contribution notes or similar obligations of Phoenix Life.
Section 1307 of the New York Insurance Law provides that the notes are not part of the legal liabilities of Phoenix Life and
are not a basis of any set-off against Phoenix Life.

PXP
As of December 31, 2001, PXP had $344.2 million of debt outstanding, including:

Phoenix Life Subordinated Note. In exchange for the debentures held by it, Phoenix Life agreed to accept from PXP, in lieu

of cash, a $69.0 million subordinated note due 2006, bearing interest annually at the rate of LIBOR plus two hundred basis
points.

Phoenix Subordinated Note. PXP paid down $150 million in debt from its Master Credit Facility and borrowed from Phoenix

in the form of a $150 million subordinated note due 2007, bearing interest annually at the rate of LIBOR plus seventy-two
basis points.

Master Credit Facility. As of December 31, 2001, PXP had $125.1 million of debt outstanding under the Master Credit
Facility described above.

Reinsurance

We maintain life reinsurance programs designed to protect against large or unusual losses in our life insurance business. Over
the last several years in response to the reduced cost of reinsurance coverage, we increased the amount of individual mortality
risk coverage purchased from third party reinsurers. Based on our review of their financial statements and reputations in the
reinsurance marketplace, we believe that these third party reinsurers are financially sound and, therefore, that we have no
material exposure to uncollectable life reinsurance.
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Risk Based Capital

Section 1322 of the New York Insurance Law requires that New York life insurers report their risk based capital (“RBC”).
RBC is based on a formula calculated by applying factors to various asset, premium and statutory reserve items. The formula
takes into account the risk characteristics of the insurer, including asset risk, insurance risk, interest rate risk and business
risk. Section 1322 gives the New York Superintendent of Insurance explicit regulatory authority to require various actions
by, or take various actions against, insurers whose total adjusted capital does not exceed certain RBC levels. As of December
31, 2001 and 2000, Phoenix Life's total adjusted capital was in excess of each of these RBC levels. Each of the U.S.
insurance subsidiaries of Phoenix Life is also subject to these same RBC requirements. As of December 31, 2001 and 2000,
the total adjusted capital of each of these insurance subsidiaries was in excess of each of their respective RBC levels.

Net Capital Requirements

Phoenix Equity Planning Corporation (“PEPCO”), PXP Securities Corp. (“PSC”) and Rutherford, Brown and Catherwood,
LLC (“Rutherford”), each of which is a direct or indirect owned subsidiary of PXP, PHOENIXLINK Investments, Inc.
(“PHOENIXLINK”) and PFG Distribution Company, both of which are subsidiaries of Phoenix Life, and Main Street
Management and WS Griffith, both of which are subsidiaries of Phoenix Distribution Management Company, are each
subject to the net capital requirements imposed on registered broker-dealers by the Securities Exchange Act of 1934 (the
“Exchange Act”). Each of them is also required to maintain a ratio of aggregate indebtedness to net capital that does not
exceed 15 to 1. The following are the net capital, as defined in the Exchange Act, regulatory minimum and ratio of aggregate
indebtedness, as defined in the Exchange Act, to net capital for each of these broker-dealers, as of December 31, 2001:

s PEPCQO had net capital of approximately $8.0 million. This amount exceeded PEPCC's regulatory minimum of $0.7
million. The ratio of aggregate indebtedness to net capital for PEPCO was 1.30 to 1.

o PSC had net capital of approximately $0.9 million. This amount exceeded PSC's regulatory minimum of $44,656. The
ratio of aggregate indebtedness to net capital for PSC was 0.73 to 1.

o Main Street Management had net capital of approximately $0.6 million. This amount exceeded Main Street
Management's regulatory minimum of $55,081. The ratio of aggregate indebtedness to net capital for Main Street
Management was 1.37 to 1.

o PHOENIXLINK had net capital of approximately $35,000. This amount exceeded PHOENIXLINK's regulatory
minimum of $5,000. The ratio of aggregate indebtedness to net capital for PHOENIXLINK was 0 to 1.

o PFG Distribution Company had net capital of approximately $8,660. This amount exceeded PFG Distribution -
Company's regulatory minimum of $5,000. The ratio of aggregate indebtedness to net capital for PFG Distribution
Company was 3.46 to 1.

o WS Griffith had net capital of approximately $1.9 million. This amount exceeded WS Griffith's regulatory minimum
of $0.5 million. The ratio of aggregate indebtedness to net capital for WS Griffith was 3.78 to 1.

o Rutherford had net capital of approximately $0.8 million. This amount exceeded Rutherford's regulatory minimum of
$0.1 million. The ratio of aggregate indebtedness to net capital for Rutherford was 1.0 to 1.

Consolidated Cash Flows

The following table presents summary consolidated cash flow data for the periods indicated for the purpose of illustrating

changes in the components of our cash flows.
For the Year Ended December 31,

1999 2000 2001
(in millions)

Net cash provided by operating activities of continuing operations $ 318.0 $ 3751 $ 441
Net cash used for operating activities of discontinued operations (76.7) (264.6) (75.1)
Net cash used for investing activities of continuing operations (419.9) (1.9 (1,927.5)
Net cash provided by investing activities of discontinued

operations 105.6 259.5 71.5
Net cash provided by financing activities of continuing operations 80.4 35.2 1,576.5
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The increase in net cash provided by operating activities of continuing operations in 2001 over 2000 is primarily due to a
reduction in income tax payments in 2001, refunds in 2001 of income taxes paid in prior years, offset by higher non-recurring
expenses due to the purchase of the PXP minority interest and lower insurance and investment product fees. The increase in
2000 as compared to 1999 resulted primarily from lower benefits paid to policyholders, primarily in the Confederation Life
block, and higher insurance and investment product fees.

The increase in net cash used for operating activities of discontinued operations for 2000 as compared to 1999 and 2001 resulted
primarily from the payment of cash settlements in 2000 to several of the companies involved in Unicover, which is associated
with the runoff of our group accident and health reinsurance block, and from the remaining operating activities of our
discontinued operations.

The increase in net cash used for investing activities for 2001 was primarily due to the IPO proceeds and a portion of the debt
proceeds, offset by expenses related to purchase of the PXP minority interest in January 2001. The decrease in net cash used for
investing activities of continuing operations for 2000 as compared to 1999 was due to the increase in proceeds from the sale of
equity securities, the decrease in the purchases of available-for-sale debt securities and the decrease in acquisitions of new
subsidiaries in 2000. These fluctuations were offset by decreases in proceeds from the sale and repayment of debt securities
available-for-sale.

The increase in net cash provided by investing activities of discontinued operations for 2000 as compared to 1999 and 2001 was
primarily due to proceeds from the sale of our group life and health operations.

The increase in net cash provided by financing activities in 2001 was due to our IPO and common stock issuance, our debt
offering and a 392% increase in net variable annuity deposits in the GIA. The decrease in net cash provided by financing
activities of continuing operations in 2000 as compared to 1999 resulted primarily from the decrease in short-term debt and bank
borrowings and the increase in repayments of securities sold subject to repurchase agreements offset primarily by the increased
variable annuity deposits into the guaranteed account option rather than the separate account option.

Ftem 7A. Quantitative and Qualitative Disclosures About Market Risk

Market Risk Exposures and Risk Management

We must effectively manage, measure and monitor the market risk generally associated with our insurance and annuity
business and, in particular, our commitment to fund insurance liabilities. We have developed an integrated process for
managing risk, which we conduct through our Corporate Portfolio Management Department, Actuarial Department,
Corporate Finance Department and additional specialists at the business segment level. These groups confer with each other
regularly. We have implemented comprehensive policies and procedures at both the corporate and business segment level to
minimize the effects of potential market volatility.

Market risk is the risk that we will incur losses due to adverse changes in market rates and prices. We have exposure to
market risk through both our insurance operations and our investment activities. Our primary market risk exposure is to
changes in interest rates, although we also have exposures to changes in equity prices and foreign currency exchange rates.
We also have credit risks in connection with our derivative contracts.

Interest Rate Risk

Interest rate risk is the risk that we will incur economic losses due to adverse changes in interest rates. Our exposure to
interest rate changes primarily results from our commitment to fund interest-sensitive insurance liabilities, as well as from
our significant holdings of fixed rate investments. Our insurance liabilities are largely comprised of dividend-paying
individual whole life and universal life policies. Cur fixed maturity investments include U.S. and foreign government bonds,
securities issued by government agencies, corporate bonds, asset-backed securities, mortgage-backed securities and mortgage
loans, most of which are mainly exposed to changes in medium-term and long-term U.S. Treasury rates.

We manage interest rate risk as part of our asset/liability management process and product design procedures. Asset/liability
strategies include the segmentation of investments by product line and the construction of investment portfolios designed to
specifically satisfy the projected cash needs of the underlying product liability. We manage the interest rate risk inherent in
our assets relative to the interest rate risk inherent in our insurance products. We identify potential interest rate risk in
portfolio segments by modeling asset and product liability durations and cash flows under current and projected interest rate
scenarios.
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Cne of the key measures we use to quantify this interest rate exposure is duration. Duration is one of the most significant
measurement tools in measuring the sensitivity of the fair value of assets and liabilities to changes in interest rates. For
example, if interest rates increase by 100 basis points, or 1%, the fair value of an asset with a duration of five years is
expected to decrease by 5%. We believe that as of December 31, 2000 and 2601, our asset and liability portfolio durations
were well matched, especially for the largest segments of our balance sheet (i.e., whole life and universal life). Since our
insurance products have variable interest rates (which expose us to the risk of interest rate fluctuations), we regularly
undertake a sensitivity analysis that calculates liability durations under various cash flow scenarios.

The selection of a 100 basis point immediate, parallel increase or decrease in interest rates is a hypothetical rate scenario used
to demonstrate potential risk. While a 100 basis point immediate, parallel increase or decrease does not represent our view of
future market changes, it is a reasonably possible hypothetical near-term change that illustrates the potential impact of such
events. Although these fair value measurements provide a representation of interest rate sensitivity, they are based on our
portfolio exposures at a point in time and may not be representative of future market results. These exposures will change as
a result of ongoing portfolio transactions in response to new business, management's assessment of changing market
conditions and available investment opportunities.

To calculate duration, we project asset and liability cash flows and discount them to a net present value using a risk-free
market rate adjusted for credit quality, sector attributes, liquidity and any other relevant specific risks. Duration is calculated
by revaluing these cash flows at an alternative level of interest rates and by determining the percentage change in fair value
from the base case.

We also employ product design and pricing strategies to manage interest rate risk. Product design and pricing strategies
include the use of surrender charges or restrictions on withdrawals in some products.

The tables below show the interest rate sensitivity of our fixed income financial instruments measured in terms of fair value
for the periods indicated. Given that our asset and liability portfolio durations were well matched for the periods indicated, it
is expected that market value gains or losses in assets would be largely offset by corresponding changes in liabilities.

As of December 31, 1999
Fair Value
Book -100 Basis As of +109 Basis
Value Point Change 12/31/99 Point Change
(in millions)
Cash and short-term investments.............. $ 288.8 $ 290.0 $ 286.8 $ 289.6
Floating rate notes.........c.cccevvireenereccennens 230.7 231.2 230.7 230.1
Long-term bonds..........ccoovevenineriinicnenees 7,256.5 8.,460.0 7,981.5 7,609.4
Commercial mortgages. ........ccococcrrrerirees 716.8 752.0 7219 698.5
TOtal.cocveeieeieeiereeeerereere e $8,492.8 $9,733.2 $9,223.9 $8.827.6
As of December 31, 2000
Fair Value
Book -180 Basis As of +100 Basis
Value Point Change 12/31/69 Point Change
(in millions)
Cash and short-term investments.............. $ 660.9 $ 6615 $ 660.9 $ 6604
Floating rate notes......c.coecveveeeevrervernererna 193.0 193.3 193.1 192.8
Long-term bonds.......ccccecveveeereeenerenennnns 7,918.4 8,519.8 8,063.5 7,641.7
Commercial mortgages.........ccceveververecnnn 593.4 612.7 " 589.1 - 5674
Total.eeeeeeeeiereeierevverene reeverrnsreranen $9,365.7 $ 6,987.3 $9,506.6 $ 9,062.3
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As of December 31, 2001

Fair Value

Book -100 Basis As of +100 Basis

Value Point Change 12/31/0% Point Change
{in millions)

Cash and short-term investments.............. $ 5148 $ 5152 $ 514.8 $ 5144
Floating rate Notes.......ccvcerverereervereerrennenns 150.0 152.4 150.0 147.6
Long-term bonds.........cccoeveveerrricriecunnnn. 9,490.7 10,145.8 9,657.2 9,193.2
Commercial mortgages..........ccccvvveveeencn. 535.8 594.5 571.6 549.8
Totaliire e, $10,691.3 $11,407.9 $10,893.6 $10,405.0

With respect to our residual exposure to fluctuations in interest rates, we use various derivative financial instruments to
manage such exposure to fluctuations in interest rates, including interest rate swap agreements, interest rate caps, interest rate
floors, interest rate swaptions and foreign currency swap agreements. To reduce counterparty credit risks and diversify
counterparty exposure, we enter into derivative contracts only with highly rated financial institutions.

We enter into interest rate swap agreements to reduce market risks from changes in interest rates. We do not enter into
interest rate swap agreements for trading purposes. Under interest rate swap agreements, we exchange cash flows with
another party at specified intervals for a set length of time based on a specified notional principal amount. Typically, one of
the cash flow streams is based on a fixed interest rate set at the inception of the contract and the other is based on a variable
rate that periodically resets. Generally, no premium is paid to enter into the contract and neither party makes payment of

principal. The amounts to be received or paid on these swap agreements are accrued and recognized in net investment
income.

We enter into interest rate floor, cap and swaption contracts for our assets and our insurance liabilities as a hedge against
substantial changes in interest rates. We do not enter into such contracts for trading purposes. Interest rate floor and interest
rate cap agreements are contracts with a counterparty which require the payment of a premium and give us the right to
receive over the term of the contract the difference between the floor or cap interest rate and a market interest rate on
specified future dates based on an underlying notional principal. Swaption contracts are options to enter into an interest rate
swap transaction on a specified future date and at a specified interest rate. Upon the exercise of a swaption, we receive either
a swap agreement at the pre-specified terms or cash for the market value of the swap. We pay the premium for these

instruments on a quarterly basis over the term of the contract and recognize these payments in computing net investment
income.

The tables below show the interest rate sensitivity of our interest rate derivatives measured in terms of fair value for the
periods indicated. These exposures will change as our insurance liabilities are created and discharged and as a result of
ongoing portfolio and risk management activities.

As of December 31, 1999
Fair Value
Weighted
Notional Average -16¢ Basis As of +100 Basis
Amount Term (Years) Point Change 12/31/99 Point Change
(im millions, except Weighted Average Term)
Interest rate floors....  $1,210.0 8.7 $ (4.3) $ (7.5 $ (8.5)
Interest rate swaps... 474.0 8.8 8.7 1.5 4.9)
Interest rate caps...... 50.0 8.5 1 .8 2.0
Receiver swaptions.. 1,600.0 9.3 (2.6) (8.2) (10.1)
Totals........cceue. $3,334.0 $19 $(13.4) $ (21.5)
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As of December 31, 2000
Fair Value

: Weighted
Notiomal Average -100 Basis As of +100 Basis
Amaoumnt Term (Years) Point Change 12/31/00 Poimt Change
(im millions, except Weighted Average Term)
Interest rate floors... $ 110.0 7.9 $ 1.1 $ (D $ (4
Interest rate swaps.. 453.0 7.5 15.6 7.9 1.1
Interest rate caps..... 50.0 7.8 _ (.3) -- .9
TotalS.....cccovennenn. $ 613.0 $164 $7.8 $1.6
As of December 31, 2001
Fair Value
Weighted
Notional . Average -190 Basis As of +180 Basis
Amoumnt Term (Years) Point Change 12/31/01 Point Change
(in miilions, except Weighted Average Term)
Interest rate floors... $ 1100 1.4 $ 1.7 $ 4 $ (4
Interest rate swaps.. 590.0 12.2 . 250 6.4 (12.1)
Interest rate caps..... 50.0 6.5 - 4 1.3
Totals................. $ 750.0 $ 26.7 $7.2 $(11.2)

Equity Risk

Equity risk is the risk that we will incur economic losses due to adverse changes in equity prices. Our exposure to changes in
equity prices primarily results from our commitment to fund our variable annuity and variable life products, as weil as from
our holdings of common stocks, mutual funds and other equities. We manage our insurance liability risks on an integrated
basis with other risks through our liability and risk management and capital and other asset allocation strategies. We also
manage equity price risk through industry and issuer diversification and asset allocation techniques. We held $437.2 million,
$335.5 million and $290.9 miilion in equities on our balance sheet as of December 31, 1999, 2000 and 2001, respectively. A
10% decline in the relevant equity price would decrease the value of these assets by approximately $44 million, $34 million
and $29 million as of December 31, 1999, 2000 and 2001, respectively. Conversely, a 10% increase in the relevant equity
price would increase the value of these assets by approximately $44 million, $34 million and $29 million as of December 31,
1999, 2000 and 2001, respectively.

Foreign Exchange Risks

Foreign exchange risk is the risk that we will incur economic losses due to adverse changes in foreign currency exchange
rates. Our functional currency is the U.S. dollar. Our exposure to fluctuations in foreign exchange rates against the U.S.
dollar results from our holdings in non-U.S. dollar-denominated fixed maturity securities and equity securities and through
our investments in foreign subsidiaries and affiliates. The principal currency that creates foreign exchange rate risk for us is
the British pound sterling, due to our investment in Aberdeen.

We partially mitigate this risk by using foreign currency swaps, which are agreements designed to hedge against fluctuations
in foreign currency exposure. Under this type of agreement, we agree to exchange with another party, principal and periodic
interest payments denominated in foreign currency for payments denominated in U.S. dollars. The amounts to be received or
paid on a foreign currency swap agreement are recognized in net investment income. As of December 31, 1999, 2000 and
2001, these swaps represented a notional amount of $8.1 million, $24.3 million and $16.4 million, and a fair value of $0.2
million, $2.0 million and $2.9 million, respectively. We believe our outstanding foreign exchange risk is immaterial.

ftem 8. Financial Statemenis and Supplementary Daia
See Table of Contents.

Item 9. Changes in and Disagreements with Accountanis on Accounting and Financial Disclosure
None.
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PART Il

Etem 10. Directors and Executive Officers of the Registrant

The information required by Items 401 and 405 of Regulation S-K, except for Item 401 with respect to executive officers as
disclosed below, is incorporated herein by reference from the information set forth under the sections titled: “The Board of
Directors,” “Compensation of Executive Officers,” “Compensation of Directors,” “Compensation Committee Report,” and
“Performance Graph” of Phoenix’s definitive proxy statement, which w111 be filed pursuant to Regulation 14A under the
Exchange Act within 120 days after the close of its fiscal year.

Set forth below is a description of the business positions during at least the past five years for the executive officers of
Phoenix:

ROBERT W. FIONDELLA has served as: Chairman and Chief Executive Officer of Phoenix since November 2000;
chairman and chief executive officer of Phoenix Life since 1994; president of Phoenix Life from 1987 until 2000; principal
operating officer of Phoenix Life from 1992 until 1994; and chief operating officer of Phoenix Life from 1989 until 1992.
Mr. Fiondella is also a director of PXRE Group Ltd. and HRH.

DONA D. YOUNG has served as: President and a director of Phoenix since November 2000 and Chief Operating Officer
since 2001; director of Phoenix Life since 1998, and its president since 2000 and chief operating officer since 2001;
executive vice president, individual insurance and general counsel of Phoenix Life from 1994 until 2000; and senior vice
president and general counsel of Phoenix Life from 1989 until 1994, Mrs. Young also serves as a director/trustee of Phoenix
Edge Series Fund and as a director of Sonoco Products Company, Wachovia Corporation and Foot Locker, Inc.

PHILIP R. McLOUGHLIN has served as: Executive Vice President and a director of Phoenix since November 2000; director
of Phoenix Life since 1994; executive vice president, investments, of Phoenix Life from 1988 to the present; and chairman
and chief executive officer of PXP from 1995 to the present. Mr. McLoughlin also serves as a director/trustee of the
following registered investment companies; The Phoenix Funds, The Phoenix Institutional Funds, The Phoenix-Seneca
Funds, Phoenix-Engemann Funds, Phoenix-Euclid Market Neutral Fund, Phoenix-Zweig Trust, Duff & Phelps Utility and

Corporate Bond Trust Inc., Duff & Phelps Utilities Tax-Free Income Inc. and The World Trust Fund. He is also a director of
PXRE Group Ltd.

CARL T. CHADBURN has served as: Executive Vice President of Phoenix since November 2000; executive vice president
of Phoenix Life from 1998 to the present; senior vice president of Phoenix Life from 1992 until 1998; and vice president,
human resources, of Phoenix Life prior to 1992,

DAVID W. SEARFQOSS has served as: Executive Vice President and Chief Financial Officer of Phoenix, since November
2000, executive vice president and chief financial officer of Phoenix Life from 1994 to the present; and senior vice president

and chief financial officer, Phoenix Life from 1987 until 1994. Mr. Searfoss is also a director of PXRE Group Ltd. and
HRH.

SIMON Y. TAN has served as: Executive Vice President of Phoenix since November 2000; executive vice president of
Phoenix Life from June 2000 to the present; and senior vice president of Phoenix Life from 1994 until 2000. Mr. Tan also
serves as a director/trustee of Phoenix Edge Series Fund.

TRACY L. RICH has served as: Senior Vice President, General Counsel and Assistant Secretary, since November 2000;
senior vice president and general counsel of Phoenix from January 2000 to the present; and senior vice president and deputy

general counsel of Massachusetts Mutual Life Insurance Company from 1996 until 2000.

Ttem 11. Executive Compensation

The information required by Item 402 of Regulation S-K is incorporated herein by reference from the information set forth
under the sections titled: “Compensation of Executive Officers,” “Compensation of Directors,” “Compensation Committee

Report,” and “Performance Graph” of Phoenix’s definitive proxy statement, which will be filed pursuant to Regulation 14A
under the Exchange Act within 120 days after the close of its fiscal year.
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Item 12. Security Ownership of Certain Beneficial Owners and Management

The information required by Item 403 of Regulation S-K is incorporated herein by reference from the information set forth
under the section titled “Ownership of Common Stock™ of Phoenix’s definitive proxy statement, which will be filed pursuant
to Regulation 14A under the Exchange Act within 120 days after the close of its fiscal year.

Item 13. Certain Relationships and Related Transactions

The information required by Item 404 of Regulation S-K is incorporated herein by reference from the information set forth
under the section titled “Certain Relationships and related Transactions” of Phoenix’s definitive proxy statement, which will
be filed pursuant to Regulation 14A under the Exchange Act within 120 days after the close of its fiscal year.

PART IV

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form §8-K

(a) Documents filed as part of this Form 10-K.
1. Financial Statements. The financial statements listed in Part 11 of the Table of Contents to this
Form 10-K are filed as part of this Form 10-K.
2. Financial Statement Schedules. The financial statement schedules in Part IV of the Table of

Contents to this Form 10-K are filed as part of this Form 10-K. All other financial statement
schedules are omitted as they are not applicable or the information is shown in the consolidated
financial statements or notes thereto.

3. Exhibits. The exhibits filed as part of this Form 10-K are listed on the Exhibit Index immediately
preceding such exhibits and incorporated herein by reference.

(b) The following report on Form 8-K was filed during the last quarter covered by this Form 10-X:

o dated November 12, 2001, Items 7 and 9 - containing a press release announcing a definitive
agreement to acquire a majority interest in Kayne Anderson Rudnick Investment Management, LLC.

There were no other reports on Form 8-K filed during the last quarter covered by this Form 10-K.

52




Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused

SIGNATURES

this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: March 20, 2002

Dated: March 20, 2002

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below, dated March 20,

THE PHOENIX COMPANIES, INC.
(Registrant)

[s/Robert W. Fiondella

Robert W. Fiondella,

Chairman, Chief Executive Officer,
And Director

/s/Bonnie J. Malley
Bonnie J. Malley,

Senior Vice President and Chief Accounting
Officer

2002, by the following persons on behalf of the Registrant and in the capacities indicated.

/s/Sal H. Alfiero
Sal H. Alfiero, Director

/s/]. Carter Bacot
J. Carter Bacot, Director

[s/Peter C. Browning
Peter C. Browning, Director

{s{Arthur P. Byrne
Arthur P. Byrne, Director

/s/Sanford Cloud, Jr.
Sanford Cloud, Jr., Director

/s/Richard N. Cooper
Richard N. Cooper, Director

/s/Gordon J. Davis
Gordon J. Davis, Director

/s/Ann Maynard Gray
Ann M. Gray, Director

/s/John E. Haire
John E. Haire, Director

/sf]erry J. Jasinowski
Jerry J. Jasinowski, Director

/s/Thomas S. Johnson
Thomas S. Johnson, Director

{s/Marilyn E. LaMarche
Marilyn E. LaMarche, Director

{s/Philip R. McLoughlin
Philip R. McLoughlin, Executive Vice

President, Chief Investment Officer
And Director

/sfRobert F. Vizza
Robert F. Vizza, Director

/s/Robert G. Wilson
Robert G. Wilson, Director

/s/Dona D. Young
Dona D. Young, President, Chief
Operating Officer and Director
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of
The Phoenix Companies, Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, cash flows,
and changes in stockholders’ equity and comprehensive income present fairly, in all material respects, the financial position of
The Phoenix Companies, Inc. (formerly, Phoenix Home Life Mutual Insurance Company) and its subsidiaries at December 31,
2001 and 2000, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2001 in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

As discussed in the accompanying notes to consolidated financial statements, the Company changed its method of accounting
for venture capital partnerships (note 5), securitized financial instruments (note 3), and derivative financial instruments (note 3)
in 2001.

Hartford, Connecticut
February 5, 2002




THE PEOENIX COMPANIES, INC.

Consolidated Balance Sheets

ASSETS
Investments:
Available-for-sale debt securities, at fair value .............cccoeveenne
Held-to-maturity debt securities, at amortized cost..................
Equity securities, at fair value ........ccccccorveeiievesnneeerc e
Mortgage loans, at unpaid principal, net ........cccoovreeverieniennnns
Real estate, at lower of cost or fair value less costs to sell, net.
Policy loans, at unpaid principal.........cccvenenenicnnninnininnns
Venture capital partnerships........cccccccecvivnivnienineresesisseeecenenneas
Other invested aSSeLS .....ocevvvveriieiieie i
Short-term investments, at amortized COSt...........ccoevvvvrerereeneenn
Total INVESLIMENTS ..e.eeeveeeieeeireirriire e eerere e ssae st e sree e enenes
Cash and cash equivalents.........c..cc.ceurvervenrennn. et s
Accrued inVeSIMENt iNCOMIE ......cceevervieceinienerirerenresieniese i e s
Deferred policy acQUiSTHON COSLS ....cvvieieeceriirieriierresresraseesreseneeen
Premiums, accounts and notes receivable ........ eeerre e naneneeane
Reinsurance recoverables ........ccveevieicieiviiinieinier s e
Property, equipment and leasehold improvements, net.................
Goodwill and other intangible assets, Net.........cccvveveeeriniineienen
Investments in unconsolidated affiliates..........coccoovievcrnisercnnnnan
Deferred iNCOME tAXES . ..uveeririeiieriirereersireiiee st esaesiesaseeesseesnees ,
Net assets of discontinued operations (note 14) ...........ceeeeveeennene
OHhEr @SSELS .evuvrererereererirereererrereererireseseeeesneesaeesieassanesenesensesaeeess
Separate account assets and investment trusts..........c.ecnveveviirinnnns
TOtAl ASSELS .evvrvrrreereceecrete e s
LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:
Policy liabilities and accruals .........ccccecverevviviiicvierres e
Policyholder deposit funds ..........ccceveeereninienicncee e
Long-term debt (ROt 9).....cccoviviviniinininii s
Deferred iNCOME tAXES......coivevviiverererererrenie e ese e seneeene
Other Habilities .......cooeiiiieiiee e
Separate account liabilities and investment trusts ..............c......
Total HabIHLIES ..ecvevevevrerrereerersneererrernerreesesnenssreeeresenens
Commitments and contingencies (note 24)
Minority interest in net assets of consolidated subsidiaries...........
Stockholders’ equity:
Common stock ($.01 par value, 1.0 billion shares authorized;
0 and 101.9 million shares outstanding at December 31,
2000 and 2001, respectively)..ccccvcreverncriencencneenr e
Treasury stock, at cost (0 and 4.5 million shares at
December 31, 2000 and 2001, respectively) ........ccccunivnnnnnn.
Additional paid-in capital........c.coocereevieieniiinie
Retained earnings (accumulated deficit) .........ccocvvvevvrccenicennnne
Accumulated other comprehensive income..........cccvcvcivinnnen.
Total stockholders’ eqUILY .....coverriveiieirerenirenieniceeei i
Total liabilities and stockholders’ equity.........ccceevvveveermrenenes

As of December 31,
2000 2001
(in millions, except share data)

$ 5,945.0 $ 9,599.2
2,109.6 --
3355 290.9
593.4 535.8
71.9 83.1
2,105.2 2,172.2
467.3 291.7
235.7 2824
3.8 8.5
11,877.4 13,263.8
720.0 815.5
194.5 203.1
1,019.0 1,123.7
155.8 147.8
16.6 21.3
122.2 117.7
582.6 858.6
173.2 330.6
-- 1.8
25.5 20.8
49.8 50.7
5,376.6 5,570.0
$ 20,313.2 $ 22,5254
$ 11,372.6 $ 11,9934
678.4 1,368.2
425.1 599.3
94 --
473.3 595.1
5,376.6 5,564.9
18,3354 20,120.9
136.9 8.8
-- 1.0

-- (66.0)
- 2,410.4

1,820.7 (30.8)
20.2 31.1
1,840.9 2,395.7
$ 20313.2 $ 22,5254

The accompanying notes are an integral part of these consolidated financial statements.
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THE PHOENIX COMPANIES, INC.
Consolidated Statements of Income

Revenues:
Premiums ...o.cocvvermencreeieiencenieeneenenn s
Insurance and investment product fees.........cocuvennenene
Net investment iNCOME.........ccovcereereeeerereerenrercnrerniions
Net realized investment gains (10SS€s) .......ccccevverenennn
Total revenues ........coccverveiiciiiniirin i
Benefits and expenses:
Policy benefits and increase in policy liabilities .........
Policyholder dividends............cooveviviveereveieesineersriennens
Amortization of deferred policy acquisition costs.......
Amortization of goodwill and other intangible assets.
INLErest EXPENSE . ...ccvervieririirirrinri s
Demutualization eXpenses.......c..ocerrmvrnvesieriresinenians
Other operating €Xpenses ...........ccocveinerevineneseseneenns
Total benefits and expenses.........cccevvinireieeneeenenn.
Income (loss) from continuing operations before income
taxes, minority interest and equity in earnings of and
interest earned from investments in unconsolidated
AffIHALES ..o
Income tax expense (benefit).........coccovevviiniiiiiinninnn.
Income (loss) from continuing operations before minority
interest and equity in earnings of and interest earned
from investments in unconsolidated affiliates.............
Minority interest in net income of consolidated
SUDSIQIATIES .....cvveececreret et
Equity in earnings of and interest earned from
investments in unconsolidated affiliates..............cco....
Income (loss) from continuing operations...........ccocveeeeuene.
Discontinued operations (note 14):
Income from discontinued operations, net of income

Loss on disposal, net of income taxes ..........ccoovemenne.
Income (loss) before cumulative effect of accounting
ChANEES..cooieriii
Cumulative effect of accounting changes for:
Venture capital partnerships, net of income taxes
(NOLE 5) ettt e e e sena e bnees
Securitized financial instruments, net of income
£aXES (NOLE 3) ittt eccacasseceeeas
Derivative financial instruments, net of income taxes
(NOLE 3) eerri it sbe e serassn s srsesaene s

Net inCOME (10SS)..eeieuriiiiireeieciiie e siieeeeereeeeesneerenaeeeeas

Pro forma earnings per share from continuing operations
(NOLE 20) .eeeeeeireeieeeicetie s treerare s e s ressesesesesbeassrsassseeas
Pro forma earnings per share (note 26) ......cccocevvvreereencnne.

For the Year Ended December 31,

19%9 2060 2001
(im miliions, except earnings per share)

$1,175.7 $1,1474 $1,112.7
574.6 631.0 546.4
953.1 1,129.6 835.1
75.8 89.2 (72.4)
2,779.2 2,997.2 2,421.8
1,373.1 1,409.8 1,406.7
360.5 378.0 400.1
147.9 356.0 133.0
40.1 369 49.4
34.0 32.7 27.3

- 21.8 259

557.9 604.5 628.1
2,513.5 2,839.7 2,670.5
265.7 157.5 (248.7)
99.0 56.2 (110.5)
166.7 101.3 (138.2)
(10.1) (14.1) 7.2
5.5 7.6 8.1
162.1 94.8 (137.3)
36.1 9.4 -
(109.0) (20.9) -
89.2 83.3 (137.3)
- - (48.8)

- -- (20.5)

- - 3.9

$ 89.2 $ 833 $ (202.7)
$ 1.55 $ 91 $(1.3D)
$ 85 $ .80 $(1.94)

The accompanying notes are an integral part of these consolidated financial statements.




THE PHOENIX COMPANIES, INC.
Consolidated Statements of Cash Flows

Cash flows from operating activities:

Net income (1088)............centes

Adjustments to reconcile net income (loss) to net cash provided

by operating activities:
Net loss from discontinued operations.......................cc..
Net realized investment (gains) 10SseS..............coeeeeee

Amortization and depreciation..........................
INVEStMENt INCOMIE.......ccvivviveirrereireriereseesreeeseeearrerseenes

Securitized financial instruments and derivatives...........
Deferred income tax benefit..........ococoncoiiniciniinncnnns
Increase in receivables...........oocoiiiniiininn

(Increase) decrease in deferred policy acquisition costs....
Increase in policy liabilities and accruals.....................
Change in other assets/other liabilities, net..................
Net cash provided by continuing operations.................
Net cash used for discontinued operations....................
Net cash provided by operating activities..........c.cce.enueee

Cash flows from investing activities:

Net cash used for continuing operations
Net cash provided by discontinued operations.....................
Net cash (used for) provided by investing activities...............

Proceeds from the sale of debt securities:
Available-for-sale..........cccoovnivrinninnc e
Held-to-maturity......c..cccoinciiniciniinniienens

Proceeds from the maturity of debt securities:
Available-for-sale..........cc.cve i
Held-to-maturity

Proceeds from the repayment of debt securities:
Available-for-sale.........ccoccoveviniinincnieec e
Held-to-maturity........occcormevirmeimninniicinnnneenneenes

Proceeds from sale of equity securities .

Proceeds from the maturity of mortgage loans...........

Proceeds from the repayment of mortgage loans

Proceeds from distributions of venture capital partnerships

Proceeds from sale of real estate and other invested assets

Proceeds from sale of property and equipment..................

Proceeds from sale of subsidiaries and affiliates

Purchase of available-for-sale debt securities................

Purchase of held-to-maturity debt securities.........c.........

Purchase of equity SECUTItES........oovviniiiiii i,

Purchase of subsidiaries...............cocoooiiinn.

Purchase of mortgage loans.............coccev i

Purchase of investments in unconsolidated affiliates and

other invested assets..........coovviiiiiniiniinnie

Purchase of minority interest in subsidiary..........c..coovevenne

Purchase of interests in venture capital partnerships.........

Change in short-term investments, net........................

Increase in policy loans. ...

Capital expenditures. ...........coooeiriniiitiiinirieineenes

Other investing activities, net.............c.cooc.e..

The accompanying notes are an integral part of these consolidated financial statements.

For the Year Ended December 31,

1999 2000 2001
(in millions)

$ 89.2 $ 833 $ (202.7)
72.9 11.5 -
(75.8) (89.2) 72.4
72.0 56.8 70.2
(138.2) (297.7) 974
- - 16.6
(13.9) 37.0) (39.3)
(62.9) (54.0) (5.3)
(3) 183.2 (76.2)
321.2 472.8 469.1
53.8 454 419
318.0 375.1 4441
(76.7) (264.6) (75.1)
241.3 110.5 369.0
1,192.2 912.1 1,201.9
18.0 9.8 17.5
49.7 38.7 96.7
6.5 25.9 355
461.0 286.1 534.0
162.2 173.8 158.4
163.5 5154 114.6
18.9 17.3 16.4
106.0 110.3 423
26.7 37.9 30.7
38.0 26.6 36.8
-- 20.6 -
46.4 14.1 -
(1,672.6) (1,418.4) (3,132.7)
(395.5) (356.0) (393.8)
(162.4) (130.5) (72.8)
(187.6) (59.3) (15.6)
(25.3) (1.0) -
(103.4) (46.5) (103.9)
- - (358.1)
(108.5) (95.1) (47.0)
(.6) S 4.8)
(34.3) (62.7) (67.0)
(20.5) (21.5) (16.6)
1.7 -- --
(419.9) (1.9) (1,927.5)
105.6 259.5 77.5
$ (314.3) $ 2576 $(1,850.0)




THE PHOENIX COMPANIES, INC.
Consolidated Statements of Cash Flows (Continued)

Cash flows from financing activities:
Net deposits of policyholder deposit funds,

net of interest credited..........ccccocvviinninnniiiniinene
Proceeds (repayments) from securities sold subject to

repurchase agreements........cccverererreeirreereererreresesnsenns
Issuance of common Stock...........c.oeoeiiiiiiiiiii
Purchase of treasury stock...........ooovviiiiiiiiiiiiiinn,
Payments to eligible policyholders in lieu of stock.........
Proceeds from borrowings..........c.cooevviiiiiiiiiiiiinn.
Repayment of DOITOWINZS.......covvuiviriiiiiniiiininiin,
Distributions to minority stockholders........................
Debenture principal payments.......ccc.coeverevererencrcniinens
Other financing activities, Bet........o.veveviveriiivecenisennnene
Net cash provided by financing activities...........c.cevunnen.
Net change in cash and cash equivalents...............c......
Cash and cash equivalents, beginning of year...............
Cash and cash equivalents, end of year...............c..o.c...

Supplemental cash flow information:

Income taxes paid (received), net..............c.coviiinnenn
Interest paid on indebtedness..........c.oooeviiiiiiin.

The accompanying notes are an integral part of these consolidated financial statements.

For the Year Ended December 31,

1999 2000 2001
(im muilliomns)

$ 65 $ 1402 $ 689.8
28.4 (28.4) --
-- -- 831.0
-- -- (64.6)
-- -- (28.7)
175.1 50.0 479.5
(125.0) (124.0) (305.3)
4.2) (5.8) (5.8)
-- -- (19.4)
(4) 3.2 --
80.4 35.2 1,576.5
7.4 403.3 95.5
309.3 316.7 720.0
$ 316.7 $ 720.0 $ 815.5
$ 1064 $ 1358 $ (720
$ 348 $ 341 $ 323




THE PHCENIX CCMPANIES, INC.
Consolidated Statements of Changes in Stockholders’ Equity
and Comprehensive Income
Retained Accumulated
Additional Earnings Other Teotal
Commeon Paid-in (Accumulated Treasury Comprehensive Stockholders’
Steck Capital Deficit) Stock Income (Loss) Equity
) (in miflions)
Balance at January 1, 1999 $ - $ - $ 1,642.3 $ - $ 043 $ 1,736.6
NEt INCOME. .. evrereerevisreeremseenercnnisrsenineasennns 89.2 89.2
Other comprehensive loss, net of
income taxes:
Unrealized loss on securities.............. (66.8) (66.8)
Reclassification adjustment for net
realized gains included in net income (1.5) (1.5)
Minimum pension liability adjustment (1.5) (1.5)
Total other comprehensive loss............... (69.8)
Comprehensive inCome............coovrnenencns 19.4
Balance at December 31, 1999.....cccueveeene. 3 -- $ - $ 1,731.5 $ -- $ 245 $ 1,756.0
Balance at January 1, 2000 $ - $ - $ 1,731.5 $ - $. 245 $ 1,756.0
Comprehensive income: :
NEt INCOME....coeevrerireiinrcariicrieisrecreearianen 83.3 833
Other comprehensive income, net of
income taxes:
Unrealized gains on securities.............. 53.0 53.0
Reclassification adjustment for net
realized gains included in net income (58.9) (58.9)
Minimum pension liability adjustment 1.6 16
Total other comprehensive income.......... (4.3)
Comprehensive income “ 79.0
Other equity adjustments..........c..covcreeennec 5.9 5.9
4 -
Balance at December 31, 2000................... $ -- $ - $ 1,820.7 % -- $ 202 $ 1,840.9
Balance at January 1, 2001..ccoouinvirnenene $ - 3 - $ 1,820.7 $ - $ 202 $ 1,840.9
Demutualization transaction.... . .6 1,621.1 (1,621.7) --
Initial public offering......c.cccvecrunnirerennaene 4 766.1 766.5
Treasury stock acquired.......c.cooeevvrecnncne (66.0) (66.0)
Common stock issued........ceeveriirennnneee 232 232
Equity adjustment for policyholder
dividend obligation.......co e (30.3) (30.3)
Other equity adjustments 32 3.2
Comprehensive loss:
INEL LOSS. v nercneieeeaniee e s (202.7) 202.7)
Other comprehensive income, net of
income taxes:
Unrealized gain on security transfer
from held-to-maturity to available-
for-sale....cooeeeiirernanne 83.9 83.9
Unrealized loss on securities.... 9 9)
Unrealized gains on derivatives.......... 3.9 39
Equity adjustment for policyholder
dividend obligation..........c.cccovecucueee 8.8) (8.8)
Reclassification adjustment for net
realized gains included in net income (10.0) (10.0)
Cumulative effect of accounting change
for derivatives......cvvvererncirecrneenrens 1.1 1.1
Minimum pension liability adjustment (8.3) (8.3)
Total other comprehensive income......... 60.9
Comprehensive 108S......o v (141.8)
Balance at December 31, 2001.......cco..cu..e § 10 $24104 $ (30.8) $ (66.0) $ 81 $ 2,395.7

The accompanying notes are an integral part of these consolidated financial statements.




THE PHOENIX COMPANIES, INC.
Notes to Consolidated Financial Statements

1. Description of Business

The Phoenix Companies, Inc. and its subsidiaries (“Phoenix™) provide wealth management products and services offered
through a variety of select advisors and financial services firms to serve the accumulation, preservation and transfer needs of
the affluent and high-net-worth market, businesses and institutions. Phoenix offers a broad range of life insurance, annuity
and investment management solutions through a variety of distributors. These products and services are managed within four
reporiable segments: Life and Annuity, Investment Management, Venture Capital and Corporate and Other. See note 13—
"Segment Information.”

2, Reorganization and Initial Public Offering

On December 18, 2000, the Board of Directors of Phoenix Home Life Mutual Insurance Company (‘‘Phoenix Mutual”)
unanimously adopted a plan of reorganization which was amended and restated on January 26, 2001. On June 25, 2001, the
effective date of the demutualization, Phoenix Mutual converted from a mutual life insurance company to a stock life
insurance company, became a wholly-owned subsidiary of Phoenix and changed its name to Phoenix Life Insurance
Company (“Phoenix Life”). At the same time, Phoenix Investment Partners, Ltd. (“PXP”) became an indirect wholly-owned
subsidiary of Phoenix. All policyholder membership interests in the mutual company were extinguished on the effective date
and eligible policyholders of the mutual company received 56.2 million shares of common stock, $28.8 million of cash and
$12.7 million of policy credits as compensation. The demutualization was accounted for as a reorganization. Accordingly,
Phoenix's retained earnings immediately following the demutualization and the closing of the Initial Public Gffering (“IPO”)
on June 25, 2001 (net of the cash payments and policy credits that were charged directly to retained earnings) were
reclassified to common stock and additional paid-in capital. In addition, Phoenix Life established a closed block for the
benefit of holders of certain individual life insurance policies of Phoenix Life. The purpose of the closed block is to protect,
after demutualization, the policy dividend expectations of the holders of the policies included in the closed block. The closed
block will continue in effect until such date as none of such policies are in force. See note 15—"Closed Block."

Cn June 25, 2001, Phoenix closed its IPO in which 48.8 million shares of common stock were issued at a price of $17.50 per
share. Net proceeds from the IPO of $807.9 million were contributed to Phoenix Life. On July 24, 2001, Morgan Stanley
Dean Witter exercised its right to purchase 1,395,900 shares of the common stock of Phoenix at the IPO price of $17.50 per
share less underwriter’s discount. Net proceeds of $23.2 million were contributed to Phoenix Life.

3. Summary of Significant Accounting Policies
Principles of consolidation and basis of presentation

The consolidated financial statements include the accounts of Phoenix. Less than majority-owned entities, in which Phoenix
has significant influence over operating and financial policies and generally at least a 20% ownership interest, are reported on
the equity method of accounting.

These consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America (“GAAP”). The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates. Significant estimates used in determining insurance and contractholder liabilities,
related reinsurance recoverables, income taxes, contingencies and valuation allowances for investment assets are discussed
throughout the Notes to Consolidated Financial Statements. Significant inter-company accounts and transactions have been
eliminated. Certain reclassifications have been made to the 1999 and 2000 amounts to conform with the 2001 presentation.

Valuation of investiments
Investments in debt securities include bonds, mortgage-backed and asset-backed securities. Phoenix classified its debt
securities as either held-to-maturity or available-for-sale investments. Prior to 2001, debt securities held-to-maturity consisted

of private placement bonds reported at amortized cost, net of impairments, that management intended and had the ability to
hold until maturity. Debt securities available-for-sale are reported at fair value with unrealized gains or losses included in
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Notes to Consolidated Financial Statements (continued)

equity and consist of public bonds, preferred stocks and private placement bonds that management may not hold until
maturity. Debt securities are considered impaired when a decline in value is considered to be other than temporary.

In 2001, management decided, as part of Phoenix’s conversion to a public company, that held-to-maturity debt securities
should be reclassified to available-for-sale debt securities. See note 5 — “Investments.”

For mortgage-backed and asset-backed investments in the debt security portfolio, Phoenix recognizes income using a
constant effective yield based on anticipated prepayments and the estimated economic life of the securities. When actual
prepayments differ significantly from anticipated prepayments, the effective yield is recalculated to reflect actual payments to
date and any resulting adjustment is included in net investment income. For certain asset-backed securities, changes in the
estimated yield are recorded on a prospective basis and specific valuation methods are applied to these securities to determine
if there has been an other-than-temporary decline in value.

Equity securities are classified as available-for-sale and are reported at fair value, based principally on their quoted market
prices, with unrealized gains or losses included in equity. Equity securities are considered impaired when a decline in value is
considered to be other than temporary.

Mortgage loans on real estate are stated at unpaid principal balances, net of valuation reserves on impaired mortgages. A
mortgage loan is considered to be impaired if management believes it is probable that Phoenix will be unable to collect all
amounts of coniractual interest and principal as scheduled in the loan agreement. An impaired mortgage loan's fair value is
measured based on either the present value of future cash flows discounted at the loan's observable market price or at the fair
value of the collateral if collection is collateral-dependent. If the fair value of a mortgage loan is less than the recorded
investment in the Joan, the difference is recorded as a valuation reserve.

Real estate, all of which is held for sale, is carried at the lower of cost or fair value less costs to sell. Fair value for real estate
is determined by taking into consideration one or more of the following factors: property valuation techniques utilizing
discounted cash flows at the time of stabilization, including capital expenditures and stabilization costs; sales of comparable
properties; geographic location of the property and related market conditions; and disposition costs.

Policy loans are generally carried at their unpaid principal balances and are collateralized by the cash values of the related
policies.

Venture capital partnerships are recorded in accordance with the equity method of accounting. Phoenix records its share of
the net equity in earnings of the venture capital partnerships in accordance with Accounting Principle Board Opinion No. 18,
using the most recent financial information received from the partnerships. Historically, this information had been provided
to Phoenix on a one-quarter lag. In the first quarter of 2001, Phoenix changed its method of applying the equity method of
accounting to eliminate such quarterly lag. See note 5 — “Investments.”

Other invested assets primarily include leveraged lease investments, derivatives and other partnership and joint venture
interests. Leverage lease investments represent the net of the estimated residual value of the lease assets, rental receivables,
and unearned and deferred income to be allocated over the lease term. Investment income is calculated using the interest
method and is recognized only in periods in which the net investment is positive. Other partnership and joint venture interests
in which Phoenix does not have control or a majority ownership interest are recorded using the equity method of accounting.
These investments include affordable housing, mezzanine and other partnership interests.  Derivatives are valued in
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 133, See recent accounting pronouncements
within note 3.

Short-term investments are carried at amortized cost which approximates fair value. Shori-term investments consist of
interest bearing securities that mature between 91 days and twelve months from date of purchase.

Realized investment gains and losses, other than those related to separate accounts for which Phoenix does not bear the
investment risk, are determined by the specific identification method and reported as a component of revenue. A realized
investment loss is recorded when an investment valuation reserve is determined. Valuation reserves are netted against the
asset categories to which they apply and changes in the valuation reserves are included in realized investment gains and
losses. Unrealized investment gains and losses on debt securities and equity securities classified as available-for-sale are
included as a component of equity, net of deferred income taxes and the assumed impact of net unrealized investment gains
and losses on the amortization of deferred policy acquisition costs related to investment contracts.




Notes to Consolidated Financial Statements (continued)

In the normal course of business, Phoenix enters into transactions involving various types of financial insttuments including
debt investments such as debt securities, equity securities, and off-balance sheet commitments, primarily, related to venture
capital partnerships. These instruments have credit risk and also may be subject to risk of loss due to interest rate and market
fluctuations.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and all highly liquid investments with a maturity of 90 days or less when
purchased. Certain short-term investments relating to 1999 and 2000 have been reclassified to conform with the 2001
presentation. .

Deferred policy acquisition costs

The costs of acquiring new business, principally commissions, underwriting, distribution and policy issue expenses, all of
which vary with and are primarily related to production of new business, are deferred. In conjunction with the 1997
acquisition of the Confederation Life business, Phoenix recognized an asset for the present value of future profits (“PVFP”)
representmg the present value of estimated net cash flows embedded in the existing coniracts acquired. This asset is included
in deferred policy acquisition costs (“DAC”).

The method used to amortize DAC and PVFP depends on how the policy was classified. For individual participating life
insurance policies, DAC and PVFP are amortized in proportion to estimated gross margins. For universal life, variable
universal life and accumulation annuities, DAC and PVFP are amortized in proportion to estimated gross profits.

The amortization process requires the use of various assumptions, estimates and judgements about the future. The primary
assumptions are expenses, investment performance, mortality and contract cancellations (i.e., lapses, withdrawals and
surrenders). These assumptions are reviewed on a regular basis and are generally based on Phoenix’s past experience,
industry studies, regulatory requirements and judgments about the future. Finally, analyses are performed periodically to
assess whether there are sufficient gross margins or gross profits to amortize the remaining DAC balances.

Internal replacements are defined as an exchange of an existing Phoenix life insurance or annuity policy for a different
Phoenix life insurance or annuity policy. The DAC balance associated with the replaced policy is treated in the same manner
as policies that are surrendered. In the case of policies that are surrendered, in which owners cancel existing life or annuity
contracts, the amortization of DAC is adjusted to reflect these surrenders.

Goodwill and other intangible assets

Goodwill is amortized on a straight-line basis over periods ranging from ten to forty years, corresponding with the benefits
expected to be derived from the related business acquisitions. The weighted-average life of goodwill is approximately thirty-
eight years. Other intangible assets, primarily associated with investment management contracts and employee contracts, are
amortized over their estimated useful lives using a straight-line basis. The average estimated useful life of the other intangible
assets ranges from five to sixteen years for investment management contracts and three to seven years for employee
contracts. The weighted-average life of other intangible assets is approximately thirteen years. Goodwill and other intangible
assets’ carrying values are periodically evaluated in accordance with SFAS No. 121, Accounting for the Impairment of Long-
lived Assets and Long-lived Assets to be Disposed Of, by comparing estimates of future undiscounted cash flows to the
carrying values of the assets. Assets are considered impaired if the carrying value exceeds the expected future undiscounted
cash flows. Analyses are performed at least annually or more frequently if warranted by events and circumstances affecting
Phoenix's business. See SFAS No. 142 under “Recent accounting pronouncements” in note 3 for change in accounting policy
effective January 1, 2002.

Investments in unconsolidated affiliates

Investments in unconsolidated affiliates represents investments in operating entities in which Phoenix owns more than 20%
but less than a majority of the outstanding common stock and those operating entities for which Phoenix owns less than 20%
if Phoenix exercises significant influence over the operating and financial policies of the company. Phoenix uses the equity
method of accounting for its investments in the common stock of these entities. Investments in unconsolidated affiliates also
includes, where applicable, Phoenix's investments in senior securities of these entities.
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Separate account assets and liabilities and investment trusts

Separate account assets and liabilities are funds maintained in accounts to meet specific investment objectives of
contractholders who bear the investment risk. Investment income and investment gains and losses accrue directly to such
contractholders. The assets of each account are legally segregated and are not subject to claims that arise out of any other
business of Phoenix. The assets and liabilities are primarily carried at market value. Deposits, net investment income and
realized investment gains and losses for these accounts are excluded from revenues, and the related liability increases are
excluded from benefits and expenses. Amounts assessed to the contractholders for management services are included in
revenues. :

Investment trusts are assets held for the benefit of institutional clients who have investments in structured finance products
offered by PXP. Structured finance products include collateralized debt and bond obligations backed by portfolios of public
high yield bonds, emerging market bonds, commercial mortgage-backed and asset-backed securities and bank loans.
Investment trusts, for which PXP is the sponsor and actively manages the assets, and for which there is not a substantive
amount of outside third party equity investment in the trust, are consolidated in the financial statements. Phoenix’s financial
exposure is limited to its share of equity and bond investments in these vehicles and there is no financial guarantees from, or
recourse to, Phoenix for these investment trusts. Asset valuation changes are directly offset by changes in the corresponding
liabilities. Fees are recorded when management services provided to the trusts are earned and are included in revenues.

Policy liabilities and accruals

Future policy benefits are liabilities for life and annuity products. Such liabilities are established in amounts adequate to meet
the estimated future obligations of policies in force. Future policy benefits for traditional life insurance are computed using
the net level premium method on the basis of actuarial assumptions as to contractual guaranteed rates of interest, mortality
rates guaranteed in calculating the cash surrender values described in such contracts and morbidity. The guaranteed interest
rates range from 2.25% to 6.00% in 2001. Policyholder deposit funds are primarily for universal life products and include
deposits received from customers and investment earnings on their fund balances which range from 4.00% to 7.15% in 2001,
less administrative and mortality charges.

Liabilities for outstanding claims, losses and loss adjustment expenses are amounts estimated to cover incurred losses. These
liabilities are based on individual case estimates for reported losses and estimates of unreported losses based on past
experience.

Policyholder deposit funds

Policyholder deposit funds primarily consist of annuity deposits received from customers, dividend accumulatlons and
investment earnings on their fund balances, which range from 2.1% to 12.3%, less administrative charges.

Premium and fee revenue and related expenses

Life insurance premiums, other than premiums for universal life and certain annuity contracts, are recorded as premium
revenue pro-rata over the related contract periods. Benefits, losses and related expenses are matched with premiums over the
related contract periods. Revenues for investment-related products, included in insurance and investment product fees,
consist of net investment income and contract charges assessed against the fund values. Related benefit expenses primarily
consist of net investment income credited to the fund values after deduction for investment and risk charges. Revenues for
universal life products consist of net investment income and mortality, administration and surrender charges assessed against
the fund values during the period. Related benefit expenses include universal life benefit claims in excess of fund Values and
net investment income credited to universal life fund values.

Investment management fees

Investment management fees and mutual fund ancillary fees included in insurance and investment product fees in the
accompanying Consolidated Statements of Income are recorded as income pro-rata during the period in which services are
performed. Investment management fees are generally computed and earned based upon a percentage of assets under
management. Investment management fees are paid pursuant to the terms of the respective investment management contracts,
which generally require monthly or quarterly payment. Mutual fund ancillary fees consist of dealer concessions, distribution
fees, administrative fees, stockholder services agent fees, and accounting fees. Dealer concessions and underwriting fees
earned (net of related expenses) from the distribution and sale of affiliated mutual fund shares and other securities are
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recorded on a trade date basis. Management fees contingent upon achieving certain levels of performance are recorded when
earned.

Reinsurance

Phoenix uses reinsurance agreements to provide for greater diversification of business, allow management to control
exposure to potential losses arising from large risks and provide additional capacity for growth.

Assets and liabilities related to reinsurance ceded contracts are reported on a gross basis. The cost of reinsurance related to
long-duration contracts is accounted for over the life of the underlying reinsured policies using assumptions consistent with
those used to account for the underlying policies.

Policyholder dividends

Certain life insurance policies contain dividend payment provisions that enable the policyholder to participate in the earnings
of Phoenix Life. The amount of policyholder dividends to be paid is determined annually by Phoenix Life's Board of
Directors. The aggregate amount of policyholders' dividends is related to the actual interest, mortality, morbidity and expense
experience for the year and Phoenix Life's judgment as to the appropriate level of statutory surplus to be retained. At the end
of the reporting period, Phoenix Life establishes a dividend liability for the pro-rata portion of the dividends payable on the
next anniversary date of each policy. Phoenix also establishes a liability for termination dividends. See note 15—"Closed
Block" for information on the policyholder dividend obligation.

Income taxes

Phoenix and its eligible affiliated companies have elected to file a life/non-life consolidated federal income tax return for
2001 and prior years. Entities included within the consclidated group are segregated into either a life insurance or non-life
insurance company subgroup. The consolidation of these subgroups is subject to certain statutory restrictions in the
percentage of eligible non-life income tax losses that can be applied to offset life insurance company taxable income.

Deferred income taxes result from temporary differences between the tax basis of assets and liabilities and their recorded
amounts for financial reporting purposes. These differences result primarily from policy liabilities and accruals, policy
acquisition costs, investment impairment reserves, reserves for post-retirement benefits and unrealized gains or losses on
investments.

Stock-based compensation

SFAS No. 123, Accounting for Stock-Based Compensation, encourages, but does not require, companies to record
compensation cost for stock-based employee compensation plans at fair value. PXP chose to continue to account for stock-
based compensation using the intrinsic method prescribed in Accounting Principles Board (APB) Opinion No. 25,
Accounting for Stock Issued to Employees, and related interpretations. Accordingly, compensation cost for stock options and
restricted stock under existing plans was measured as the excess, if any, of the quoted market price of PXP’s stock at the date
of the grant over the amount an employee must pay to acquire the stock. See note 21—"PXP Stock Purchase and Award
Plans.”

Recent accounting pronouncements

Securitized Financial Instruments. Effective April 1, 2001, Phoenix adopted Emerging Issues Task Force Issue No. 99-20,
Recognition of Interest Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial
Assets (“EITF 99-20”). This pronouncement requires investors in certain asset-backed securities to record changes in their
estimated yield on a prospective basis and to apply specific valuation methods to these securities to determine of there has
been an other-than-temporary decline in vatue. Upon adoption of EITF 99-20, Phoenix recorded a $20.5 million charge in net
income as a cumulative effect of accounting change, net of income taxes.

Derivative Financial Instruments. Effective January 1, 2001, Phoenix adopted SFAS No. 133, Accounting for Derivative
Instruments and Hedging Activities (“SFAS 133”), as amended by SFAS No. 138, Accounting for Certain Derivative
Instruments and Certain Hedging Activities (“SFAS 138”). As amended, SFAS 133 requires all derivatives to be recognized
on the balance sheet at fair value. Derivatives that are not hedges must be adjusted to fair value through earnings.
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Phoenix maintains an overall interest rate risk-management strategy that incorporates the use of derivative financial
instrtuments to manage exposure to fluctuations in interest rates. Phoenix's exposure to interest rate changes primarily results
from its commitments to fund interest-sensitive insurance liabilities, .as well as from significant holdings of fixed rate
investments. Derivative instruments that are used as part of Phoenix's interest rate risk-management strategy include interest
rate swap agreements, interest rate caps, interest rate floors, interest rate swaptions and foreign currency swap agreements. To
reduce counterparty credit risks and diversify counterparty exposure, Phoenix enters into derivative contracts only with a
number of highly rated financial institutions.

Phoenix enters into interest rate swap agreements to reduce market risks from changes in interest rates. Phoenix does not
enter into interest rate swap agreements for trading purposes. Under interest rate swap agreements, Phoenix exchanges cash
flows with another party, at specified intervals, for a set length of time based on a specified notional principal amount.
Typically, one of the cash flow streams is based on a fixed interest rate set at the inception of the contract, and the other is a
variable rate that periodically resets. Generally, no premium is paid to enter into the contract and neither party makes a

payment of principal. The amounts to be received or paid on these swap agreements are accrued and recognized in net
investment income.

Phoenix enters into interest rate floor, interest rate cap and swaption contracts as a hedge for its assets and liabilities against
substantial changes in interest rates. Phoenix does not enter into interest rate floor, interest rate cap and swaption contracts for
trading purposes. Interest rate floor and interest rate cap agreements are contracts with a counterparty which require the
payment of a premium and give Phoenix the right to receive over the maturity of the contract, the difference between the
floor or cap interest rate and a market interest rate on specified future dates based.on an underlying notional principal.
Swaption contracts are options to enter into an interest rate swap transaction on a specified future date and at a specified
price. Upon the exercise of a swaption, Phoenix would either receive a swap agreement at the pre-specified terms or cash for
the market value of the swap. Phoenix pays the premium for these instruments on a quarterly basis over the maturity of the
coniract, and recognizes these payments in net investment income.

Phoenix enters into foreign currency swap agreements to hedge against fluctuations in foreign currency exposure. Under
these agreements, Phoenix agrees to exchange with another party, principal and periodic interest payments denominated in
foreign currency for payments denominated in U.S. dollars. The amounts to be received or paid on these foreign currency
swap agreements are recognized in net investment income. To reduce counterparty credit risks and diversify counterparty
exposure, Phoenix only enters into derivative contracts with highly rated financial institutions.

On January 1, 2001, in accordance with the transition provisions of SFAS 133, Phoenix recorded a net-of-tax cumulative
effect adjustment of $1.3 million (gain) in earnings to recognize at fair value all derivatives that are designated as fair-value
hedging instruments. Phoenix also recorded an offsetting net-of-tax cumulative effect adjustment of $1.3 million (loss) in
earnings to recognize the difference attributable to the hedged risks between the carrying values and fair values of the related
hedged assets and liabilities. Phoenix also recorded a net-of-tax cumulative effect adjustment of $1.1 million in accumulated
other comprehensive income to recognize, at fair value, all derivatives that are designated as cash-flow hedging instruments.

For derivative instruments that were not designated as hedges, upon implementation of SFAS 133, Phoenix recorded a net-of-
tax cumulative effect adjustment of $3.9 million in earnings to recognize these instruments at fair value. Gains and losses on
derivatives that were previously deferred as adjustments to the carrying amount of hedged items were not included in the
cumulative effect adjustment. There were no gains or losses on derivative instruments that were reported independently as
deferred assets or liabilities that required de-recognition from the balance sheet.

Phoenix recognized an after-tax gain of $0.9 million for the year ended December 31, 2001 (reported as other comprehensive
income in the Consolidated Statements of Changes in Stockholders’ Equity and Comprehensive Income), which represented
the change in fair value of interest rate swaps which have been designated as cash flow hedges, using the shortcut method,
-assuming no ineffectiveness. These interest rate swaps hedge floating-rate exposure on asset cash flows that back insurance
liabilities by swapping floating rate bonds to fixed. For changes in the fair value of derivatives that are designated, qualify,
and are highly effective as cash flow hedges, and for which the critical terms of the hedging instrument and the assets match,
Phoenix recognizes the change in fair value of the derivative in other comprehensive income. Phoenix expects that there will
be no ineffectiveness to recognize in earnings during the term of the hedges, and Phoenix does not expect to reclassify into
earnings amounts reported in accumulated other comprehensive income over the next twelve months.

Phoenix also recognized an after-tax gain of $3.0 million for the year ended December 31, 2001 (reported as other

comprehensive income in the Consolidated Statements of Changes in Stockholders’ Equity and Comprehensive Income),
which represented the change in fair value of interest rate forward swaps which have been designated as cash flow hedges of
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the forecasted purchase of assets. For changes in the fair value of derivatives that are designated as cash flow hedges of a
forecasted transaction, Phoenix recognizes the change in fair value of the derivative in other comprehensive income.
Amounts related to cash flow hedges that are accumulated in cther comprehensive income are reclassified as earnings in the
same period or periods during which the hedged forecasted transaction (the acquired asset) affects earnings. As of December
31, 2001, $0.3 million of the deferred net after-tax gains on these derivative instruments is expected to be reclassified into
earnings over the next twelve months. For the year ended December 31, 2001, Phoenix also recognized an after-tax gain of
$0.3 million (reported as net realized investment gains in the Consolidated Statements of Income), which resulted from the:
termination of interest rate swap contracts designated as hedges of a forecasted transaction. The interest rate swap contracts
were determined to no longer be effective hedges.

Phoenix also recognized an after-tax loss of $0.4 million for the year ended December 31, 2001 (reported as net investment
income in the Consolidated Statements of Income), which represented the change in fair value of derivative instruments
which were not designated as hedges upon implementation of SFAS 133. These instrtuments primarily include: interest rate
floors which hedge spread deficiency risk between assets and deferred annuity product liabilities; interest rate caps which
hedge disintermediation risk associated with universal life insurance liabilities; and interest rate swaps which were hedges of
an anticipated purchase of assets associated with an acquisition of a block of insurance liabilities for which offsetting swap
positions were taken to lock in a stream of income to supplement the income on the assets purchased. For changes in fair
value of derivatives that are not designated and did not qualify as highly effective hedges upon implementation of SFAS 133,
Phoenix recognizes the entire change in fair value of the derivatives in current-period earnings. For the year ended December
31, 2001, Phoenix also recognized an after-tax gain of $0.9 million (reported as net realized investment gains in the
Consolidated Statements of Income), which resulted from the termination prior to maturity of interest rate swaps which were
not designated as hedges upon implementation of SFAS 133.

Phoenix also holds foreign currency swaps as hedges against available-for-sale securities that back U.S. dollar denominated
liabilities. For changes in the fair value of derivatives that are designated, qualify, and are highly effective as fair value
hedges, Phoenix recognizes the change in fair value of the derivative, along with the change in value of the hedged asset or
liability attributable to the hedged risk, in current-period earnings. Phoenix recognized an after-tax gain of $0.8 million for
the year ended December 31, 2001.

In certain instances, derivative contracts are terminated prior to maturity. These contracts include, but are not limited to,
interest rate and foreign currency swaps, cap and floor coniracts, and payor and receiver swaptions. To the extent that
derivative contracts determined to be effective hedges are terminated, realized gains and losses are deferred and amortized.
Derivatives associated with hedged items that either no longer exist or are no longer expected to occur are accounted for as of
the relevant change in status of the hedged items, with gains or losses on such contracts recognized immediately in net
income. Similarly, for derivatives otherwise determined to no longer be effective hedges, gains or losses as of termination are
recognized immediately in net income.

Accounting for Demutualizations. Effective June 30, 2001, Phoenix adopted Statement of Position No. 00-3, Accounting by
Insurance Enterprises for Demutualizations and Formations of Mutual Insurance Holding Companies and For Certain Long-
Duration Participating Contracts (“SOP 00-3”). The provisions of SOP 00-3 provide guidance on accounting by insurance
enterprises for demutualizations and the formation of mutual holding companies, including the emergence of earnings from
and the financial statement presentation of the closed block established in connection with the demutualization. SOP (C-3
specifies that closed block assets, liabilities, revenues and expenses should be displayed with all other assets, liabilities,
revenues and expenses of the insurance enterprise based on the nature of the particular item, with appropriate disclosures
relating to the closed block.

Pursuant to the adoption of SOP 00-3, Phoenix recorded a charge of $30.3 million to equity in the second quarter of 2001
representing the establishment of the policyholder dividend obligation along with the corresponding impact on deferred
policy acquisition costs and deferred income taxes. See note 15—"Closed Block” for additional information.

Business Combinations/Goodwill and Other Intangible Assets. In June 2001, SFAS No. 141, Business Combinations (“SFAS
1417, and SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 1427), were issued. SFAS 141 and SFAS 142 are
effective July 1, 2001 and January 1, 2002, respectively. SFAS 141 requires that the purchase method of accounting be used
for all business combinations initiated after June 30, 2001 and separate recognition of intangible assets apart from goodwill if
such intangible assets meet certain criteria. SFAS 141 also requires that upon adoption of SFAS 142 a company reclassify the
carrying amounts of certain intangible assets into or out of goodwill, based on certain criteria. SFAS 142 primarily addresses
the accounting for goodwill and intangible assets subsequent to their initial recognition. Under SFAS 142, amortization of
goodwill, including goodwill and other intangible assets with indefinite lives recorded in past business combinations, will
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discontinue upon adoption of this standard, and reporting units must be identified for the purpose of assessing potential future
impairments of goodwill. Phoenix recognized $16.5 million in goodwill amortization during 2001. Goodwill amortization
will not be recognized after 2001 in accordance with SFAS 142. In addition, goodwill recorded as a result of business
combinations completed during the six-month period ending December 31, 2001 will not be amortized.

The provisions of SFAS 141 and SFAS 142 also apply to equity-method investments made both before and after June 30,
2001. SFAS 142 prohibits amortization of the excess of cost over the underlying equity in the net assets of an equity-method
investee that is recognized as goodwill.

SFAS 142 requires that goodwill be tested at least annually for impairment using a two-step process. The first step is to
identify a potential impairment and, in the year of adoption, this step must be measured as of the beginning of the fiscal year.
However, a company has six months from the date of adoption to complete the first step. The second step of the goodwill
impairment test measures the amount of the impairment loss (measured as of the beginning of the year of adoption), if any,
and must be completed by the end of a company’s fiscal year. Intangible assets deemed to have an indefinite life would be
tested for impairment using a one-step process, which compares the fair value to the carrying amount of the asset as of the
beginning of the fiscal year in the year of adoption. Phoenix has prepared preliminary analyses in preparation of the adoption
of SFAS 142, and expects to record a charge of approximately $120 million to $140 million which will be reflected as a
cumulative effect of a change in accounting principle in the first quarter of 2002.

Impairment of Long-Lived Assets. In August 2001, the Financial Accounting Standards Board issued SFAS No. 144,
Accounting for the Impairment or Disposal of Long-Lived Assets (“SFAS 144”), effective January 1, 2002. Under SFAS
144, long-lived assets to be sold within one year must be separately identified and carried at the lower of carrying value or
fair value less costs to sell.

Long-lived assets expected to be held longer than one year are subject to depreciation and must be written down to fair value
upon impairment. Long-lived assets no longer expected to be sold within one year, such as some foreclosed real estate, must
be written down to the lower of current fair value or fair value at the date of foreclosure adjusted to reflect depreciation since
acquisition. Phoenix is currently reviewing the provisions of SFAS 144 and assessing the impact of adoption.

4, Significant Transactions

Debt offering

On December 19, 2001, Phoenix completed a debt offering of $300 million, thirty-year senior unsecured bonds at a coupon
of 7.45%. The bonds are traded on the New York Stock Exchange under the symbol PFX. Proceeds from the offering were
used to pay down existing bank debt, to fund the acquisition of a 60% interest in Kayne Anderson Rudnick Investment
Management, LLC, ("KAR") and for general corporate purposes. See note 27— “Subsequent Events.”

Purchase of Phoenix Investment Partners, Ltd. minority interest

On September 10, 2000, Phoenix Life, one of its subsidiaries and PXP entered into an agreement and plan of merger pursuant
to which such subsidiary agreed to purchase the outstanding common stock shares of PXP owned by third parties for a price
of $15.75 per share. In connection with this merger, Phoenix Life’s subsidiary paid, from available cash and short-term
investments, $339.3 million to those third parties on January 11, 2001. As a result, PXP became an indirect wholly-owned
subsidiary of Phoenix Life and PXP's shares of common stock were de-listed from the New York Stock Exchange. In
addition, PXP accrued compensation expenses of $57.0 million to cash out stock options, $5.5 million of related
compensation costs, $5.2 million in retention costs and $3.9 million in transaction costs at March 31, 2001.

. After the merger, some third party holders of PXP's convertible subordinated debentures converted their debentures and PXP
redeemed all remaining outstanding debentures held by third parties by the end of March 2001. PXP made cash payments
totaling $38.2 million in connection with these conversions and redemptions from funds borrowed from its then existing
credit facility.

The excess of purchase price over the minority interest in the net assets of PXP totaled $224.1 million. Of this excess
purchase price, $179.1 million has been allocated to investment management contracts, which are being amortized over their
estimated useful lives using the straight-line method. The weighted-average useful life of the investment management
contracts is 13.4 years. The remaining excess purchase price, net of deferred taxes, of $118.4 million has been classified as
goodwill and is being amortized over 40 years using the straight-line method. Related amortization of goodwill and
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investment management contracts of $2.9 million and $13.9 million, respectively, has been expensed for the year ended
December 31, 2001.

The following table summarizes the calculation and allocation of the purchase price (in millions).

Purchase price:

Purchase price for 21.5 million outstanding shares at $15.75/share..................... $ 3393
Premium paid related to third party convertible debt redemption/conversion......... 18.8
Transaction related COSES......oiuiuiritii e 3.2
Total PUICRASE PIICE. ... vttt reieie et et et et e e e et et a e eaaaeias $361.3
Purchase price allocation:
Fair value of acquired Net @sSelS.......ooovuitiuenieriiiitin et $137.2
Investment Management CONTIACTS......uuvnreiutiiiitiitiiiter et ennees 179.1
DS (5 iy =te B 72D G PPN (73.4)
GOOAWIIL. ... et e 1184
Total purchase price alloCation.........o.vvveueiiieneneeiiiire e $ 3613

Prior to this transaction, PXP had a $1.2 million liability related to options held by certain employees. As a result of this
transaction, all outstanding options were settled and, consistent with previous accounting treatment, the remaining liability
was reversed and recorded as an adjustment to equity.

Additionally, prior to the transaction, PXP had outstanding restricted stock which had been issued to certain employees
pursuant to PXP's Restricted Stock Plan. For book purposes, the fair market value of the restricted stock at the date of the
grant was recorded as unearned compensation, a separate component of stockholders’ equity, and amortized over the
restriction period. For tax purposes, PXP could deduct compensation expense equal to the fair market value of the stock on
the date the restrictions lapse. The tax benefit of the deduction in excess of the compensation expense was recorded as an
adjustment to additional paid-in capital. At the time of this transaction, all restrictions lapsed and PXP recorded a $2.0
million tax receivable for the deduction and a corresponding adjustment to equity.

Stock repurchase program

On September 17, 2001, Phoenix announced a plan to repurchase up to an aggregate of six million shares of its outstanding
common stock. Purchases have since been made on the open market and could be made as well in negotiated transactions,
subject to market prices and other conditions. No time limit was placed on the duration of the repurchase program, which
may be modified, extended or terminated by the Board of Directors at any time. As of December 31, 2001, 4.5 million shares
of Phoenix's common stock had been repurchased at a total cost of $66.0 million. See note 27 — “Subsequent Events” for
program extension.

Master credit facility

In June 2001, Phoenix, Phoenix Life, and PXP entered into a $375 million unsecured revolving credit facility that matures on
June 10, 2005. Phoenix Life's and PXP's existing credit agreements were terminated at that time. Phoenix unconditionally
guarantees loans to Phoenix Life and PXP. Base rate loans bear interest at the greater of the Bank of Montreal's prime
commercial rate or the effective federal funds rate plus 0.5%. Eurodollar rate loans bear interest at LIBOR plus an applicable
margin. The credit agreement includes customary financial and operating covenants that include, among other provisions,
requirements that Phoenix maintain a minimum stockholders' equity and a maximum debt to capitalization ratio; that Phoenix
Life maintain a minimum risk based capital ratio, and that PXP maintain a maximum debt to capitalization ratio and a
minimum stockholders' equity. See note 9 — “Long-term Debt” for additional information on credit facilities.

Early retirement program

On January 29, 2001, Phoenix offered a special retirement program under which qualified participants will receive enhanced
retirement benefits by the addition of five years to age and pension plan service under the Employee Pension Plan.
Employees of Phoenix Life and PXP who decided to participate will retire by May 31, 2002. Of the 318 participants eligible,
182 accepted the special retirement incentive program. As a result of this program, Phoenix recorded an additional pension
expense of $23.8 million for the year ended December 31, 2001.
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Aberdeen Asset Management PLC

On February 18, 1999, PM Holdings purchased 15,050,000 shares of the common stock of Aberdeen Asset Management
PLC (“Aberdeen”), a Scottish asset management firm, for $29.4 million. PM Holdings owned 31,600,000 shares and
38,100,000 share as of December 31, 2000 and 2001, respectively.

On April 15, 1996, Phoenix purchased 7% convertible subordinated notes issued by Aberdeen for $37.5 million. The notes,
which mature on March 29, 2003, are convertible into 17,441,860 shares of Aberdeen common stock.

In May 2001, Phoenix purchased additional shares of common stock of Aberdeen for a cash purchase price of $46.8 million,
bringing its ownership to approximately 22.0% (26.95% when the convertible subordinated note is included) of the common
stock of Aberdeen at December 31, 2001. The investment in Aberdeen common stock is reported on the equity method. The
notes and common stock are classified as investments in unconsolidated affiliates in the Consolidated Balance Sheets.

The investment in Aberdeen’s convertible note at December 31, 2001 is reported at fair value with unrealized gains or losses
included in equity. For the years ended prior to 2001, the investment in the note was reported at amortized cost. Aberdeen's
convertible note was included in the transfer of securities from held-to-maturity to available-for-sale in 2001 and resulied in
a pre-tax unrealized gain of $63.7 million. See note 5— “Investments.”

The fair value of Phoenix's investments in Aberdeen, based on the closing market price, was $455.8 million and $322.3
million as of December 31, 2000 and 2001, respectively.

Dividend scale

In November 2000, Phoenix Mutual’s Board of Directors voted to maintain the dividend scale for dividends payable on or
after January 1, 2001. In October 1999, Phoenix Mutual’s Board of Directors voted to maintain the dividend scale for
dividends payable on or after January 1, 2000.

Phoenix New England Trust Holding Company

On Cctober 29, 1999, PM Holdings indirectly acquired 100% of the common stock of New London Trust, a banking
subsidiary of Sun Life of Canada, for $30.0 million in cash. New London Trust, renamed Phoenix New England Trust
Company, was a New Hampshire based federal savings bank that operates a trust division with assets under management of
approximately $1 billion. Immediately following this acquisition, on November 1, 1999, PM Holdings sold New London
Trust's New Hampshire retail banking operations to Lake Sunapee Bank, fsb, and Mascoma Savings Bank in New Hampshire
and the Connecticut branches to Westbank Corporation, for a total of $25.2 million in cash. No gain or loss was recognized
on this sale. PM Holdings retained the trust business and four trust offices of New London Trust, located in New Hampshire
and Vermont.

On September 29, 2000, Phoenix New England Trust Holding Company sold its New Hampshire irust and agency operations,
consisting of Charter Holding Corp. and Phoenix New England Trust Company for $9.1 million in cash to a partnership
consisting of Lake Sunapee Bank, Meredith Village Savings Bank and Savings Bank of Walpole (Partner Banks). Each of the

Partner Banks was a minority stockholder in Charter Holding prior to the sale. The pre-tax gain realized on this sale was $0.1
million.

Emprendimiento Compartido, S.A. (“EMCO”)

At January 1, 1999, PM Holdings held 9.1 million shares of EMCQO, representing a 35% ownership interest in this Argentine
financial services company that provides pension management, annuities and life insurance products. On June 23, 1999, PM
Holdings became the majority owner of EMCO when it purchased 13.9 million shares of common stock from the Banco del
Suquia, S.A. for $29.5 million, plus $10.0 million for a five-year covenant not-to-compete.

In addition, EMCO purchased, for its treasury, 3.0 million shares of its outstanding common stock held by two banks. This,
in combination with the purchase described above, increased PM Holdings’ ownership interest from 35% to 100% of the then

oxissanding stock.

On November 12, 1999, PM Holdings sold 11.5 million shares (a 50% interest) of EMCO common stock for $40.0 million,
generating a pre-tax gain of $11.3 million. PM Holdings received $15.0 million in cash plus a $9.0 million two-year 8%
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interest bearing note, and a $16.0 million five-year 8% interest-bearing note. PM Holdings uses the equity method of
accounting to account for its remaining 50% interest in EMCO.

After the sale, the remaining excess of the purchase price over the fair value of the acquired net tangible assets totaled $17.0
million. That consisted of a covenant not-to-compete of $5.0 million, which is being amortized over five years, and goodwill
of $12.0 million, which is being amortized over ten years.

PFG Holdings, Inc.

On October 29, 1999, PM Holdings, a wholly-owned subsidiary of Phoenix Life, purchased 100% of PFG Holdings, Inc. 8%
cumulative preferred stock, which is convertible into a 67% interest in common stock for $5 million in cash. In addition,
Phoenix Life has an option to purchase all the outstanding common stock during the sixth year subsequent to the acquisition
at a value equal to 80% of the appraised value of the common stock at that time. As of December 31, 2001, this option had
not been executed. Since Phoenix Life holds voting control, the entity has been consolidated and a minority interest has been
established for outside stockholders' interests. The transaction resulted in goodwill of $3.8 million, which is being amortized
on a straight-line basis over forty years.

AGL Life Assurance Company, an operating subsidiary of PFG Holdings, must maintain at least $10.0 million of capital and
surplus to satisfy certain regulatory minimum capital requirements. PM Holdings provided financing of $11.0 million at the
purchase date to PFG Holdings in order for AGL Life Assurance to meet this minimum requirement. The debt is an 8.34%
senior secured note maturing in 2009.

PM Holdings provided additional financing to PFG Holdings in 2001 in the form of a convertible subordinated note. The
interest rate on the note is 8%, and the note will mature on November 1, 2006. The note allows for up to $8 million in
financing and is convertible into common stock at any time at a variable conversion price.

Property and casualty distribution operations

On May 3, 1999, PM Holdings sold its property and casualty distribution business to Hilb, Rogal and Hamilton Company
(“HRH”) for $48.1 million including $10.2 million for a covenant not-to-compete. Total proceeds consisted of $32.0 million
in 5.25% convertible subordinated debentures, $15.9 million for 865,042 shares of HRH common stock, valued at $18.38 per
share on the sale date, and $0.2 million in cash. Phoenix also has contractual rights to designate two nominees for election to
HRH's Board of Directors. As of December 31, 2001, two Phoenix designees were serving as HRH directors. The pre-tax
gain realized on the sale was $40.1 million.

The convertible debentures mature on May 3, 2014 and are callable by HRH on or after May 3, 2009. The debentures are
convertible into 1,406,593 shares of HRH common stock.

The investment in HRH debentures at December 31, 2001 is reported at fair value with unrealized gains or losses included in
equity. For the years ended prior to 2001, the investment in HRH was reported at amortized cost. HRH debentures were
included in the transfer of securities from held-to-maturity to available-for-sale in 2001 and resulted in a pre-tax unrealized
gain of $46.8 million. See note 5 — “Investments.”

The investment in HRH common stock is reported on the equity method. The debentures and common stock are classified as
investments in unconsolidated affiliates in the Consolidated Balance Sheets. As of December 31, 2001, Phoenix owns 6.4%
of the outstanding HRH common stock, 14.8% on a diluted basis.

The fair value of Phoenix's investments in HRH, based on the closing market price, was $90.6 million and $78.8 million as of
December 31, 2000 and 2001, respectively.

Discontinued operations
During 1999, Phoenix discontinued the operations of three of its business segments: the Reinsurance Operations, the Real

Estate Management Operation and the Group Insurance Operations. Disclosures concerning the financial effect of these
transactions are contained in note 14—"Discontinued Operations."
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5. Investments

Information pertaining to Phoenix's investments, net investment income and realized and unrealized investment gains and
losses follows: .

Debt and equity securities

The amortized cost and fair value of investments in debt and equity securities as of December 31, 2001 were as follows:

Gross Gress
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Debt securities (in millions)
Available-for-sale: . :
U.S. government and agency bonds............ $ 256.0 $ 133 § 0D $ 2692
State and political subdivision bonds.......... 508.6 24.7 : (1.7) 531.6
Foreign government bonds..........cccovcevennene. 293.7 341 (1.1) 326.7
Corporate SeCUrities......ccccvvercerrrreerercrrenenes 4,316.6 145.5 (103.7) 4,358.4
Mortgage-backed and asset-backed
SECUITLIES. .evvereeuverreeeeerieeerieetiererenrereseeerees 4,125.0 107.4 (84.3) 4,148.1
Total available-for-sale securities........... 9,4999 325.0 (190.9) 9,634.0
Less: available-for-sale securities of
discontinued operations................... 34.8 -- -- 348
Total available-for-sale debt securities of
CONtiNUING OPETAtioNS. ......ecveeveerereenerevernenes $9,465.1 $ 325.0 $(190.9) $9,599.2
EQUity SECUTTES. .vevvvvevieerrrecsrerieeeeeeeniereeneaene $ 2806 $ 524 $ (40.6) $ 2924
Less: equity securities of discontinued
OPETALIONS ....ecueremeeeririrnieerererarerienens 1.5 -- -- 1.5
Total equity securities of continuing
OPETAtIONS....ovieererieirrrareraeennes e $ 279.1 $§ 524 $ (40.6) $ 2909

The amortized cost and fair value of investments in debt and equity securities as of December 31, 2000 were as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Debt securities (in milkions)
Held-to-maturity:
State and political subdivision bonds................. $ 306 $ 3 9 $ 300
Foreign government bonds..........cccecevriiniinencae 2.4 ' -- D 1.7
Corporate SECUTITIES. ....oervererererererereerevereserseenea 1,781.2 48.0 (39.0) 1,790.2
Mortgage-backed and asset-backed securities... 2954 15.3 (3.8) 307.0
Total held-to-maturity securities................... 2,109.6 63.6 (44.4) 2.128.9
Available-for-sale:
U.S. government and agency bonds.................. 262.5 13.8 (.3) 276.0
State and political subdivision bonds................. 459.9 16.9 (1.9 474.9
Foreign government bonds.........c.ccocovvvnicennnns 2460 . 26.7 (5.8) 266.9
COrporate SECUIILIES. ...ccvveueererieereriiiresresiinererinas 2,222.1 37.7 (83.1) 2,176.7
Mortgage-backed and asset-backed securities... 2,830.5 63.5 (25.2) 2.868.8
Total available-for-sale securities................. 6,021.0 158.6 (116.3) 6,063.3
Less: available-for-sale securities of
discontinued operations.......... e e 114.3 -- -- 114.3
Total available-for-sale securities of
coONtinuing OPerations..........ccocveereverievesenserinns 5,906.7 158.6 (116.3) 5.949.0
Total debt securities of continuing operations.. $8.016.3 2222 $160.7) $8.0779
Equity securities.........c.ce..c.. ettt rae e $ 2973 $ 779 $ (39.7) $ 3355

The sale of debt securities held-to-maturity relate to certain securities, with amortized cost of $3.9 million, $3.9 million and
$9.1 million, for the years ended December 31, 1999, 2000 and 2001, respectively, which were sold specifically due to a
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significant decline in the issuers' credit quality. Net realized (losses) gains were $(0.2) million, $(3.9) million and $1.5
million in 1999, 2000 and 2001, respectively.

The amortized cost and fair value of debt securities, by contractual sinking fund payment and maturity, as of December 31,
2001 are shown below. Actual maturity may differ from contractual maturity because borrowers may have the right to call or
prepay obligations with or without call or prepayment penalties, or Proenix may have the right to put or sell the obligations
back to the issuers.

Available-for-sale

Amortized Fatr
Cost Value
(in milliomns)
Due in 00 year or 1SS . .c.oeerrerrmiicmeriisemicreenisiiceesevens $ 1212 $ 1219
Due after one year through five years ........ccoveveveninnninnan 1,276.7 1,260.0
Due after five years through ten years..........ccccovervenvevererinnenn 1,772.9 1,820.3
Due after ten YEArS......ocueiveeiivreeeieerereiee e eteeeeceeeeevesreserereseeenene 2,204.1 2,283.7
Mortgage-backed and asset-backed securities.........cccocvenennnn. 4,125.0 4,148.1
TOMAL vt 9,499.9 9,634.0
Less: securities of discontinued operations ............coeceecnnrnens 34.8 34.8
Total securities of continuing operations............cccoveveeeenene $9,465.1 $9,599.2

Carrying values for investments in mortgage-backed and asset-backed securities, excluding U.S. government guaranteed
investments, were as follows:

December 31,

2000 2001
(im millions)
Planned amortization ClASS .....covviveveveieeecrireeereerreseeenteseesss s $ 1174 $ 1339
ASSEL-DACKEA ....evviviireieieee et crrv e s et e s vesean 1,082.3 1,607.9
MEZZAMINE ....cveve vttt 166.5 359.1
ComMETCIal ....cccoiiiiiiiniiininiein e 796.5 633.6
Sequential PAY ... 937.7 1,268.7
Pass thrOUZH ......ooviuiriiiiiriecerree e 59.3 75.5
BT . ettt e st esbe e b sares 4.5 09.4
Total morigage-backed and asset-backed securities................ $3,164.2 $4,148.1

Mortgage loans and real estate

Phoenix's mortgage loans and real estate are diversified by property type and location and, for mortgage loans, by borrower.
Mortgage loans are collateralized by the related properties and are generally 75% of the properties’ value at the time the
original loan is made.

Mortgage loans and real estate investments comprise the following property types and geographic regions:

Mortgage Loans Real Estate
December 31, December 31,
2668 2861 2008 2001

Property type: (in millions)
Office buildings .......ccccoveererevcnenn. $171.3 $155.4 $34.4 $ 252
Retail..eeueereencreens cvreerincreeccenene 1835 1704 6.9 15
Apartment buildings...........c.eueeeen. 180.7 171.0 45.9 50.4
Industrial buildings.......cccococevenee. 64.8 52.0 -- --
Other....cocovieviieneecnce it 2.2 2.0 -- --
Valuation allowances...........c........ CAY I (15.0) (9.3) -

Total v $593.4 $535.8 $77.9 $ 831
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Mortgage Loans Real Estate
December 31, : December 31,
2000 2001 2000 2001

Geographic region: (in millions)
Northeast..........coeovrvieivvrrnrenens $124.5 $116.5 $49.8 $ 544
Southeast........ccoeeeevneierieriinne, 147.6 130.5 -- --
North central .....ccccccevvevniirennnnn. 147.4 134.8 5 4
South central ......ccocvevervireinrenne 103.7 101.7 223 13.0
WESE covveetecrierneeeere st e enanes 79.3 67.3 14.6 15.3
Valuation allowances .................. 9.1 (15.0) (9.3) --

Total oo $593.4 $535.8 $77.9 $ 83.1

At December 31, 2001, scheduled mortgage loan maturities were as follows: 2002 — $51.4 million; 2003 — $82.0 million;
2004 — $34.7 million; 2005 — $32.3 million; 2006 — $94.7 million, and $240.7 million thereafter. Actual maturities will
differ from contractual maturities because borrowers may have the right to prepay obligations with or without prepayment
penalties and loans may be refinanced. Phoenix did not refinance any of its mortgage loans during 2000 and 2001.

The carrying value of delinquent and in process of foreclosure mortgage loans at December 31, 2000 and 2001 is $11.4
million and $5.6 million, respectively. There are valuation allowances of $9.1 million and $15.0 million, respectively, on
these mortgages.

Investment valuation allowances

Investment valuation allowances, which have been deducted in arriving at investment carrying values as presented in the
Consolidated Balance Sheets and changes thereto, were as follows:

Balance at Balance at
January 1, Additions Deductions December 31,
2001 (in millions)
Mortgage loans........... $ 9.1 $ 6.1 $(2) $ 15.0
Real estate .................. 9.3 -- 9.3) --
Total .eeereeeeeereeenan $184 $ 6.1 $(9.5) $ 15.0
2636:
Mortgage loans........... $ 143 $1.8 $(7.0) $9.1
Real estate .................. 3.2 6.1 -- 9.3
Total .oovvveriienennee $17.5 $7.9 $(7.0) $184
1999
Mortgage loans........... - $306 $9.7 $ (26.0) $143
Real estate .................. 6.4 2 (3.4) 3.2
o171 S $37.0 $9.9 $(29.4) $17.5

Non-income producing mortgage loans and debt securities

The net carrying value of non-income producing mortgage loans was $6.0 million at December 31, 2000; there were no non-
income producing mortgage loans during 2001. The amount of interest foregone by non-income producing mortgage loans

was $0.5 million for the year ended December 31, 2000. There were no non-income producing debt securities at December
31, 2000 and 2001.

Venture capital partnerships
Phoenix invests as a limited partner in venture capital limited partnerships. These partnerships focus on early-stage ventures,
primarily in the information technology and life science industries and leveraged buyout funds, as well as direct equity

investments in leveraged buyouts and corporate acquisitions. As of December 31, 2001, total unfunded capital commitments
were $166.8 million. ‘

Phoenix records its equity in the earnings of these partnerships in net investment income.
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In the first quarter of 2001, Phoenix recorded a charge of $48.8 million (net of income taxes of $26.3 million) representing
the cumulative effect of this accounting change on the fourth quarter of 2000. The cumulative effect was based on the actual
fourth quarter 2000 financial results as reported by the partnerships.

In the first quarter of 2001, Phoenix removed the lag in reporting by estimating the change in Phoenix's share of the net
equity in earnings of the venture capital partnerships for the period from December 31, 2000, the date of the most recent
financial information provided by the partnerships, to Phoenix's then current reporting date of March 31, 2001. To estimate
the net equity in earnings of the venture capital partnerships for each quarter, Phoenix developed a methodology to estimate
the change in value of the underlying investee companies in the venture capital partnerships. For public investee companies,
Phoenix used quoted market prices at the end of each quarter, applying liquidity discounts to these prices in instances where
such discounts -were applied in the underlying partnerships' financial statements. For private investee companies, Phoenix
applied a public industry sector index to roll the value forward each quarter. Phoenix applies this methodology consistently
each quarter with subsequent adjustments to reflect market events reported by the partnerships (e.g., new rounds of financing,
initial public offerings and writedowns by the general partners). In addition, Phoenix will annually revise the valuations it has
assigned to the investee companies to reflect the valuations in the audited financial statements received from the venture
capital partnerships. Phoenix's venture capital earnings remain subject to variability.

The components of net investment income related to venture capital parinerships for the year ended December 31, were as
follows:

1999 2060 2001
(im millions)
Operating l0SSeS.......ccovuviiireiiiriiie it $ @89 $ 0.7 $ (6.4)
Realized gains on cash and stock distributions........c.cccccovvivevniieninnes 84.7 223.3 17.8
Net unrealized gains (losses) on investments held in the partnerships 64.1 61.7 {95.9)
Total venture capital partnership net investment income (loss)........... $139.9 $277.3 $(84.5)

Other invested assets
Other invested assets were as follows:

December 31,

2000 2001
(in milfions)

Transportation and equipment J€ases...........cccoeiviveninnin, $ 832 $ 85.0
Affordable housing partnerships.......covevvniiiiiniininninn, 2%.1 28.2
Investment in other affiliates..........ccccoiviiiiicnieeninne 7.5 0.6
Seed money in separate aCCOUNTS.........coovirevniniveniniininnens 41.2 54.6
Mezzanine partnerships. ..o oo 304 37.1
DEriVALIVES. ..ot e e -- 10.1
Other partnership interests.........oovvieeinviiniieneeniinen, 44.3 57.8

Total other invested assets........coverrrreeirinceeinneenens $235.7 $282.4

Separate account assets and investment trusts

Separate account assets and investment trusts assets as of December 31, were as follows:

2000 2001
(in milfions)

SEparate ACCOUNLES .......ecerreeerrvenrereerrrereresseessnnerensnesennas $ 5,376.6 $ 5,025.2
Investment trusts:

PhoenixX CDO T it -- 160.1

Phoenix CDOIL ... seervreceereenereesseaeeens -- 384.7

Total investment trusts ......c.ccoevvereeeririreevveerennns -- 544.8

Total separate account assets and investment trusts... $ 5,376.6 $ 5,570.0

In 2001, Phoenix determined that the investment trusts did not have a substantive amount of outside equity and, as a result,
concluded consolidation was required.

F-21




Notes to Consolidated Financial Statements (continued)

Net investment income

The components of net investment income (loss) for the year ended December 31, were as follows:

1999 2000 2001
(in miliions)

Dbt SECULILES ...vcavvvvieriierereererereresiete e seenbacarerareeseseneene $ 6374 $ 6222 $ 679.1
EQUILY SECUTILIES ...cuveveeiiiriiriiirerit st renedadan ‘ 7.9 13.3 - 5.2
MOTtgage LoANS .....cvevereriiiesiiecee et enene 66.3 54.6 45.0
POLCY 10ANS.....coviiiiiiriiriieeree e e 149.0 157.4 168.6
Real €StALC.......eeeicciriiiieeee et 9.7 9.2 16.1
Venture capital partnerships ........co.cooveivnreerercnnenveninniclee 139.9 277.3 (84.5)
Other invested aSSes........covrerceerrereeiniiniireeee e sennes ) 34 7.1
Cash, cash equivalents and short-term investments........... 22.6 215 - 154

SUB-total....ie e 1,0335 1,1649 852.0
Less: INVEStMENt EXPENSES .....ceerereemmnrerireiieinraeeeenessrerains 13.0 14.3 10.4
Net investment INCOIME ......cocvvrrerrrrieeeiiirereenreeineerseieeseonne 1,020.5 1,150.6 841.6
Less: net investment income of discontinued operations 67.4 21.0 6.5

Total net investment income of continuing operations $ 953.1 $1,129.6 $ 835.1

Investment income of $4.0 million was not accrued on certain delinquent mortgage loans and defaulted debt securities at
December 31, 2001. Phoenix does not accrue interest income on impaired mortgage loans and impaired debt securities when
the likelihood of collection is doubtful. See note 3—"Summary of Significant Accounting Policies—Valuation of
Investments" for further information on mortgage loan and debt security impairment.

The payment terms of mortgage loans may, from time to time, be restructured or modified. The investment in restructured
mortgage loans, based on amortized cost, amounted to $34.9 million and $31.1 million at December 31, 2000 and 2001,
respectively. Interest income on restructured mortgage loans that would have been recorded in accordance with the original
terms of such loans amounted to $4.1 million, $3.9 million and $3.6 million in 1999, 2000 and 2001, respectively. Actual
interest income on these loans included in net investment income was $3.5 million, $3.1 million and $2.4 million in 1999,
2000 and 2001, respectively.

Investment gains and losses

Net unrealized investment (losses) gains on securmes available-for-sale and carried at fair value for the year ended December
31, were as follows:

1899 2000 2001
- {in millions)

DDt SECUTILIES vvivveevveceiiieceierierie et et seeeseesreeereeresraeenes $(428.5) $213.8 $ 913
EQUIty SECUTIIES ..c.ovvrricrerieiriiiien s 63.2 (105.7) (26.4)
DAC ettt st ettt re et enes 260.3 (117.2) (62.2)
Deferred income tax (benefits) expense ..........c.cceeeeeeninne, (36.7) (3.2) 9
Net unrealized investment (losses) gain on

securities available-for-sale ...........oocovveerereeeverieennn $ (68.3) $ (5.9) $ 1.8

The amortized cost of debt securities transferred from held-to-maturity to available-for-sale in 2001 was $2,333.8 million,
which resulted in an unrealized gain of $83.9 million, after-tax.
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Net realized investment gains (losses) for the year ended December 31, were as follows:

1999 2600 2001
(in millions)
DEDL SECUTILIES. .. vvuvvirieeirieeereaesiererereree st tesese st ereseseesesessssebebessseseseanasns $(20.4) $(54.2) $ (50.9)
EQUIty SECULILIES. .. .veviiierereeeirtertierere ettt e see e ntere e senes 16.6 146.8 (8.8)
MOTtZAZE LOAMNS. ..c.iivretieiieireieie ettt st 18.5 3.0 1.0
REAL ESTALE.....uveieiieirireirecctererirerereeste et eeste ettt s sbeesrneaassaessaesteeasssassresas 2.9 4.3) 2.5)
Sale of property and casualty distribution subsidiary..........coceeeecurunnn. 40.1 (.8) --
Other INVESIEd ASSEIS...cccvevvirireerrerresrertanseesreesreseesaesressesesessassaseraessens 18.5 (1.1) (11.2)
Net realized investment ZainS........cooviveniniiiiiinoniiireee e 76.2 89.4 (72.4)
Less: net realized investment gains from discontinued operations....... 4 2 --
Net realized investment gains (losses) from continuing operations..... $ 75.8 $ 89.2 $ (72.4)

The proceeds from sales of available-for-sale debt securities and the gross realized gains and gross realized losses on those
sales for the year ended December 31, were as follows:

1999 2000 2001
(im mifllions)
Proceeds from disposals ........cc.oecoviiininmcriniiis e $1,106.9 $898.5 $1,28%.8
Gross realized gains on $ales ......c.covciinrercininicne e $ 218 $ 87 $ 381
Gross realized 10SSES ON SALES .ovvvviivceiii it cerre et eenes $ 391 $ 532 $ 276

6. Goodwill and Other Intangible Assets

Goodwill and other intangible assets were as follows:
December 31,
2009 2001
(in millions)

PXP gross amounts:

GOOAWILL ...ttt ettt e st eneas $ 4257 $ 562.4
Investment management CONLTACES ........ciievvirierieriiiriee st sere s 244.0 4189
NON-COMPELE COVENANL ...iivveeneereisieiieienrensresite st eeces e sessrsaeneseeesassais 5.0 --
OHRET ...ttt er ettt s re et aea bbb sere b naeneasenin 4.5 43
TOUALS «.voveerereirretesiee et e re e et bbb e sa b en e r e sb e ee 679.2 985.6
Other gross amounts:
GOOAWILL....cveiiiriiese ettt ettt s 11.9 15.2
Intangible asset related to pension plan benefits...........ccccevevcrennecn. 8.3 18.6
OHheT oo 1.0 1.2
TOLALS ..ottt e 21.2 35.0
Total gross goodwill and other intangible assets .........c.ccoceevevevenceenene. 700.4 1,020.6
Accumulated amortization—PXP.....ccccooiiviniiniiien (112.4) (153.2)
Accumulated amortization—oOther.........ccerivevrereivierreseseee e crevesrees (5.4) (8.8)
Total goodwill and other intangible assets, Det.........c.vccceererrreenes $ 5826 $ 858.6

In 2000, $1.9 million of goodwill associated with the acquisition of PractiCare, Inc. in 1997 was written off. In 2001, a non-
compete covenant associated with PXP became fully amortized and was written-off.

7. Investments in Unconsolidated Affiliates

Investments in unconsolidated affiliates were as follows:
December 31,

2000 2001
(in millicns)
EMCO INVESINENL ..eovvvieeiereieeeeveieveiereseresebeeeveresestesasessssssessessesaersesnsons $ 281 $ 280
Aberdeen COMMON SEOCK ..vvviiviiviicveiet e ceeeeecriree s sver e s rr e cebes e srae e 58.7 103.9
Aberdeen 7% convertible subordinated NOteS......uvvvviveriveveieviieinene 37.5 101.2
HRH common StOCK .......coveiveiieeieevresreieeeeeere e et 16.9 18.7
HRH 5.25% convertible subordinated notes..........coovvevveivieiinreeerinnnns 32.0 78.8
Total investments in unconsolidated affiliates............ccoeevrvevvrennnnnn $173.2 $ 330.6
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The reclassification of Aberdeen and HRH convertible subordinated notes from held-to-maturity to available-for-sale in 2001
resulted in an unrealized gain of $71.9 million, after-tax.

The components of equity in earnings of and interest earned from investments in unconsolidated affiliates for the year ended
December 31, were as follows:

1999 2000 2001
(in millions)
EMCO INVESMENL c...ocvvevivevieiieeeeeiereeeeseser e seseneeseena $1.1 $ 0.8 $ (0.1)
Aberdeen common SIOCK ....coccvveviieneeeerie e 2.9 7.0 5.8
Aberdeen 7% convertible subordinated notes............. 2.6 2.6 2.6
HRH coOmmOn StOCK «..oovvveeeiieieeiecere e 7 1.2 2.5
HRH 5.25% convertible subordinated notes............... 1.1 1.7 1.7
Total equity in earnings of and interest earned from
investments in unconsolidated affiliates before
INCOMIE TAXES .vvvvrerrereceirieeeerrsesrereiesssersseennesssneesens 8.4 11.7 12.5
TNCOIME LAKES veveveiiircrrinereerierrteres s sssssssnronesesessssneeeresren 2.9 4.1 4.4
Total equity in earnings of and interest earned from
investments in unconsolidated affiliates .................. $5.5 $ 7.6 $ 8.1
8. Derivative Instruments
Derivative instruments as of December 31, are summarized below:
2000 2001

(dollars in millions)

Asset hedges
Foreign currency swaps:

Notional amount ...........ccccoreeveivncenrervercnn. $ 243 5 164
Weighted average received rate................ 12.11% 1191%
Weighted average paid rate.......co.occorennee. 10.61% 10.68%
Fair value .....c.ooveevivnereenencnce e $ 20 $ 29
Interest rate swaps:
Notional amount ..........eceeeevvereerrvennenns ‘ $ 430 $ 80.0
Weighted average received rate............... 7.51% 6.22%
Weighted average paid rate...................... 6.78% 2.08%
Fair Value .....ocevieveienriricieeeereerre e $ 19 $ 26

Liability hedges
Interest rate floors:

Notional amount ......c..eeeveierereererensveernens $110.0 $1100
Weighted average strike rate.............o.c.. 4.79% 4.79%
Index rate(1) .ooovvvevererncererecnereerescenas 2-5 Yr. CMT/CMS 2-5 Yr. CMT/CMS
Fair value ..coovveeeieecvec e, $ (1 $ 4
Interest rate swaps:
Notional amount .......cc.vevvemreererieneereens $410.0 $510.0
Weighted average received rate.............. 6.66% 5.61%
Weighted average paid rate...........ooeeeeee 6.50% 3.99%
Fair value ..o $ 6.1 $ 38
Interest rate caps:
Notional amount ...........ceeevveeveererereevcrnene $ 500 $ 500
Weighted average strike rate.................... 7.95% 7.95%
Index rate(1) cooviiveeieeeeee e 10 Yr. CMT 10 Yr. CMT
Fair ValUe ....covceeereiinecenenenerereenneeeeeenenes $ - $ 4

(1) Constant maturity treasury yields (CMT) and constant maturity swap yields (CMS).

The increase in net investment income related to contractual cash flows on interest rate swap contracts was $1.0 million, $1.4
million and $2.0 million for the years ended December 31, 1999, 2000 and 2001, respectively. The decrease in net investment
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income related to contractual cash flows on interest rate floor, interest rate cap and swaption contracts was $2.3 million, $2.3
million and $0.1 million for the years ended December 31, 1999, 2000 and 2001, respectively. The estimated fair value of
these instruments represent what Phoenix would have to pay or receive if the contracts were terminated.

Phoenix is exposed to credit risk in the event of nonperformance by counterparties to these financial instruments, but
management of Phoenix does not expect counterparties will fail to meet their financial obligations, given their high credit
ratings. The credit exposure of these instruments is the positive fair value at the reporting date. Management of Phoenix
considers the likelihood of any material loss on these instruments to be remote.

9. Long-term Debt

December 31,
2069 2001
(im miliions)
Bank borrowings, blended rate 6.9% due in varying amounts to 2004 $230.0 $ -

Bank borrowings, blended rate 2.5% due in varying amounts to 2005 -- 125.1
Public debt securities, 7.45% due 2032 (note 4)....ccccocvvvvvviievinncinnn. -- 299.2
Subordinated debentures, 6.0% due 2015.......c..cocovvivnininienninicinnns 20.1 --
Surplus notes, 6.95%, due 2000 ......cccoecviriiniriinniiere s 175.0 175.0

Total Iong-termm debl.........cvvvererrieerireeerereerrereereeeerrereeesecaciseeesene s $425.1 $599.3

Phoenix Life maintained two separate $100 million revolving credit facilities as of June 2001 which were terminated in light
of the new master credit facility described below. In addition, PXP maintained two five-year syndicated credit facilities
permitting a total borrowing of $375 million as of June 2001 which were terminated in light of the new master credit facility
described below.

In June 2001, Phoenix, Phoenix Life and PXP entered into a $375 million revolving credit facility which matures on June 10,
2005 and terminated Phoenix Life’s and PXP’s prior credit facilities. Bank of Montreal is the administrative agent for this
credit facility. Each company has direct borrowing rights under this credit facility. Phoenix unconditionally guarantees loans
to Phoenix Life and PXP. Base rate loans bear interest at the greater of the Bank of Montreal's prime commercial rate or the
effective federal funds rate plus 0.5%. Eurodollar rate loans bear interest at LIBOR plus an applicable margin. The credit
agreement includes customary financial and operating covenants that include, among other provisions, requirements that
Phoenix maintain a minimum stockholders' equity and a maximum debt to capitalization ratio; that Phoenix Life maintain a
minimum RBC ratio; and that PXP maintain a maximum debt to capitalization ratio and a minimum stockholders' equity. As
of December 31, 2001, Phoenix had $125.1 million outstanding.

In November 1996, Phoenix Life issued $175.0 million principal amount of 6.95% surplus notes due December 1, 2006.
Each payment of interest on principal of the notes requires the prior approval of the Superintendent of Insurance of the State
of New York (the “Superintendent”), and may be made only out of surplus funds which the Superintendent determines to be
available for such payment under the New York Insurance Law. The notes contain neither financial covenants nor early
redemption provisions, and are to rank pari passu with any subsequently issued surplus, capital or contribution notes or
similar obligations of Phoenix Life. Section 1307 of the New York Insurance Law provides that the notes are not part of the
legal liabilities of Phoenix Life and are not a basis of any set-off against the company. As of December 31, 2001, Phoenix
Life had $175.0 million in surplus notes outstanding.

Interest expense was $34.0 million, $32.7 million and $27.3 million for the years ended December 31, 1999, 2000 and 2001,
respectively.

At December 31, 2001, aggregate maturities of long-term debt based on required principal payments for 2002 and the
succeeding four years are $0.0, $0.0, $0.0, $125.1 million, $175.0 million, and $299.2 million thereafter.
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10. Income Taxes

A summary of income tax expenses {benefits) applicable to income before income taxes, minority interest, and equity in
earnings of and interest earned from investments in unconsolidated affiliates, for the year ended December 31, was as

follows:
1999 2000 2001
(in millions)

Income taxes:

Current .......ccc.o....... $114.0 $123.2 $ (58.2)
Deferred ................. (15.0) (67.0) (52.3)
Total covveveveeeereeererereee $ 99.0 $ 562  $(110.5)

The income taxes attributable to the consolidated results of operations are different than the amounts determined by
multiplying income before taxes by the statutory income tax rate. The sources of the difference and the income tax effects of
each for the years ended December 31, were as follows:

1999 2000 2001
Amount % Amount % Amount %
(dollars im millions) :

Income tax expense at

statutory rate ............ $93.1 35% $55.1 35% - $(87.1D) 35%
Dividend received .

deduction and tax-

exempt interest..... .... 3.0 ()% (6.7) 4)% 7.2) 3%
Demutualization expenses -- -- 7.1 3)%
Other, net........co.... ... (2.7) (D% (2.5) (2)% (2.3) 1%

87.4 33% 459 29% - {89.5) 36%
Differential earnings )

(equity tax)......coevone 11.6 4% 10.3 7% (21.0) 8%

Income taxes.............. $99.0 37% $56.2 36% $(110.5) 44%

The net deferred income tax liability (asset) represents the income tax effects of temporary differences attributable to the
consolidated income tax return group. The components were as follows:

December 31,
20600 2001
(in millions)
DAC .. et e $2179 $ 234.1
Unearned premium/deferred revenue ........ ............ (139.0) (133.6)
IMpairment rESEIVES .....ccvervievirrerieerereenrcns cevvererenas (16.8) (31.3)
Pension and other post-retirement benefits............ (65.1) (69.2)
INVESIMENLS . .c.vieveerecievie e cetresreene 177.0 101.8
Future policyholder benefits.........ccooceevene e (186.4) (204.1)
Investment management CONtracts..........coevvreveenne. 37.5 96.1
Other ettt sraere e (29.2) (42.4)
4.1 (48.6)
Net unrealized investment gains........c.coce. ceevrvencen 11.9 50.2
Minimum pension Hability ... conveneenns (33 1.7
 Equity in earnings of unconsolidated affiliates 4.9 4.3
Deferred income tax liability (asset), net................ $ 94 $ (1.8

Gross deferred income tax assets totaled $439.8 million and $488.3 million at December 31, 2000 and 2001, respectively.
Gross deferred income tax liabilities totaled $449.2 million and $486.5 million at December 31, 2000 and 2001, respectively.
It is management's assessment, based on Phoenix's earnings and projected future taxable income, that it is more likely than
not that deferred income tax assets at December 31, 2000 and 2001 will be realized.
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1. Pension and Other Post-retirement and Post-employment Benefit Plans

Pension plans

Phoenix has a non-contributory, defined benefit pension plan covering substantially all of its employees. Retirement benefits
are a function of both years of service and level of compensation. Phoenix also sponsors a non-qualified supplemental
defined benefit plan to provide benefits in excess of amounts allowed pursuant to the Internal Revenue Code. Phoenix's
funding policy is to contribute annually an amount equal to at least the minimum required contribution in accordance with
minimum funding standards established by the Employee Retirement Income Security Act of 1974. Contributions are
intended to provide not only for benefits attributable to service to date, but also for service expecied to be earned in the
future.

Components of net periodic benefit cost for the years ended December 31, were as follows:

1999 2009 2001
(im millions)

Components of net periodic benefit cost (income):

SEIVICE COSL...uvvvviurcririeririeresireereessserereecsen soveesenees $ 127 $ 97 $ 12.1
TNEETESE COSarrmiinaniiiiemiiieieecrieeerererererraes crveeenaens 25.7 28.6 324
CUFAIIMENES. . eeoveecerreecvreerereeeresenreerererees sevesseeses 21.6 S 17.1
Expected return on plan assets.......cccceverees cvererene (29.4) (34.5) (39.2)
Amortization of net transition asset.......... vouvvvren. 2.3) 2.5) 2.9
Amortization of prior service costs........... coeveniee 1.8 1.3 2.6
Amortization of net gain........ccvceveevvvinnens e 2.9 (7.6) (1.5)
Net periodic benefit cost (iInCOME) ........... ooeeeecees $27.0 $ (4.5 $ 150

In 1999, 2000 and 2001, Phoenix offered special retirement programs under which qualified participants' benefits under the
employee pension plan were enhanced by adding five years to age and five years to pension plan service. Cf the 692 eligible
employees, 359 accepted the special retirement programs as of December 31, 2001. As a result of the special retirement
programs, Phoenix recorded additional pension expense of $21.6 million, $3.3 million and $16.5 million for the years ended
December 31, 1999, 2000 and 2001, respectively. Also, in 2000, Phoenix recognized a pension credit {(income) of $2.8
million related to the sale of its group life and health operations. This credit is included in the results of discontinued
operations. In 2001, Phoenix recognized a pension cost of $0.6 million related to the closing of its Greenfield, Massachusetts
annuity servicing operation, which was relocated to Albany, New York.

The aggregate change in projected benefit obligation, change in plan assets, and funded status of the plan were as follows:
December 31,

2360 2661
(in millions)

Change in projected benefit obligation:

Projected benefit obligation at beginning of year....... $397.9 $ 4079
SEIVICE COSL...eiuviriaieniienirieeee ettt eesne e 9.7 12.1
INEEIESE COSL..vvirriirerreire e rr ettt 28.6 324
Plan amendments...........coceviveeerenesrenisnesennesensnnsenens 35 18.8
CUrAIIMENLS. .. c.eeiiiiieeieerceree e rre et sne et ve e 8.1) 144
Actuarial 1088 ...c.cvcveerrveneiieieneenece e 4 23.5
Benefit payments .......c.ocoeeeeveneeanneenne, e (24.1) (26.5)
Projected benefit obligation at end of year................. $407.9 $ 482.6
Change in plan assets:
Fair value of plan assets at beginning of year............. $442.8 $ 444.8
Actual return on plan asselS.......c.ovecrnreerrernrereenrenienns 21.6 (28.4)
Employer contributions ........c.ccovveiiiincnniccecnencne. 4.5 5.2
Benefit paymMents .......cccvvereeereerernrneseesesressnresesvaeeeas (24.1) (26.5)
Fair value of plan assets at end of year.............ccoce.... $ 444.8 $ 395.1
Funded status of the plan........ccccooeeeviiniecnniecienincnonen. $ 369 $ (87.5)
Unrecognized net transition asset........cceevveeveecererenerens 8.9) (7.4)
Unrecognized prior Service Cost......covvivniernnierennenen. 8.3 22.5
Unrecognized net gain........ccccoeerveeenrnvcerenneenvenneniens (117.4) (15.1)
Net amount recognized........cccevvveirieiirerieieeveecrorereens $ (82.1) $ (87.5)
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December 31,
2000 2001
(in miliions)

Amounts recognized in the Consolidated Balance Sheets

consist of:

Accrued benefit liability ..........cocvevvivninniiecence, $ (99.8) $ (128.3)
Intangible asset ....oviiviiiiieiiiiiiciic e 8.3 18.6
Accumulated other comprehensive income................. 9.4 22.2
Amounts recognized in the Consolidated Balance Sheets § (82.1) $ (87.5)

At December 31, 2000 and 2001, the non-qualified plan was not funded and had projected benefit obligations of $73.6
million and $119.8 million, respectively. The accumulated benefit obligations as of December 31, 2000 and 2001 related to
this plan were $61.7 million and $101.8 million, respectively, and are included in other liabilities on the Consolidated
Balance Sheets.

Phoenix recorded, as a reduction of equity, an additional minimum pension liability of $6.1 million and $14.4 million, net of
income taxes, at December 31, 2000 and 2001, respectively, representing the excess of accumulated benefit obligations over
the fair value of plan assets and accrued pension liabilities for the non-qualified plan. Phoenix has also recorded an intangible
asset of $8.3 million and $18.6 million as of December 31, 2000 and 2001 related to the non-qualified plan.

The discount rates used in determining the actuarial present value of the projected benefit obligation were 7.5% for 2000 and
7.0% for 2001. The discount rate assumption for 2000 and 2001 was determined based on a study that matched available high
quality investment securities with the expected timing of pension liability payments. The rates of increase in future
compensation levels used in determining the actuarial present value of the projected benefit obligation were 4.5% for 2000
and 4.0% for 2001. The expected long-term rates of return on retirement plan assets were 8.0% in 2000 and 9.0% in 2001.
The corridor used to amortize deferred gains and losses was 10% in 2000 and 5% in 2001.

The assets within the pension plan include corporate and government debt securities, equity securities, real estate, venture
capital partnerships, and shares of mutual funds.

Phoenix also sponsors savings plans for its employees and agents who are qualified under Internal Revenue Code Section
401(k). Employees and agents may contribute a portion of their annual salary, subject to certain limitations, to the plans.
Phoenix contributes an additional amount, subject to limitation, based on the voluntary contribution of the employee or agent.
Contributions by Phoenix may be in the form of either Phoenix common stock or cash. Company contributions charged to
expense with respect to these plans during the years ended December 31, 1999, 2000 and 2001 were $4.0 million, $3.8
million and $3.5 million, respectively.

Other post-retirement benefit plans

In addition to Phoenix's pension plans, Phoenix currently provides certain health care and life insurance benefits to retired
employees, spouses and other eligible dependents through various plans sponsored by Phoenix. A substantial portion of
Phoenix's employees may become eligible for these benefits upon retirement. The health care plans have varying co-
payments and deductibles, depending on the plan. These plans are unfunded.

Phoenix recognizes the costs and obligations of post-retirement benefits other than pensions over the employees' service
period ending with the date an employee is fully eligible to receive benefits. '

The components of net periodic post-retirement benefit cost for the year ended December 31, were as follows:

1999 2000 2001
(in millions)

Components of net periodic benefit cost:

SEIVICE COSL.uvverirerriraririireriererereres seeeienes $ 34 $22 $19
INtErest COSt..viieninniirrrirrrrerrtinnes sevvenens 4.6 4.3 4.5
Curtailments........ccceeeveeevereinenees vveeenes 54 (1.7 6.7
Amortization of prior service costs........ -- - 2
Amortization of net gain............. cc.c.. (1.5) (2.2) 2.7)
Net periodic benefit COSt.....covves vervanen. $11.9 $ 2.6 $10.6
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As a result of the special retirement programs, Phoenix recorded an additional post-retirement benefit expense (pre-tax) of
$5.4 million, $1.2 million and $6.7 million for the years ended December 31, 1999, 2000 and 2001, respectively. Also, in
2000, Phoenix recognized a post-retirement credit (income) of $2.9 million related to the sale of its group life and health
operations. This credit is included in the results of discontinued operations.

The plan's change in projected benefit obligation, change in plan assets, and funded status were as follows:
December 31,

2000 2061
(in miflions)

Change in projected post-retirement benefit obligation:

Projected benefit obhgatlon at beginning of year...... $ 714 $ 62.6
SEIVICE COSte.uriiiiirieiiiniiicienreiresnre e e 2.2 19
INLErest COSL.ueniniiiiieniiie et e 43 4.5
Plan amendments.........ooveveecreicieniiioninonies s 1.3 24
CUraIlMENtS....cvevreereeee e sre et seeeiere e seebe e (3.1) 6.6
Actuarial Gain .....coecveeeevereerereee e e (9.6) 3.7
Benefit payments ........ccoceeveeerriiiioriniiiieis s (3.9) (5.5)
Projected benefit obligation at end of year............... $ 626 $ 68.8

Change in plan assets:

. Employer contributions ............oovvvecneviniins vonveenenns $ 39 $ 55
Benefit payments ........ccoccovereereninininnicnnninnn seveienna (3.9 8.5
Fair value of plan assets at end of year..................... $ - $ -

Funded status of the plan.........ccccoevernrrerener e $ (62.6) $ (68.8)

Unrecognized prior SErvice Costs........covvvmvirernininene - 2.1

Unrecognized net ain ........ccevveerrrecrereercnreeos srenennenns (41.0) (42.0)
Accrued benefit Hability ........c.cocevvevevmrereirere covenennnns $(103.6) $(108.7)

The discount rates used in determining the accumulated post-retirement benefit obligation were 7.5% and 7.0% at December
31, 2000 and 2001, respectively.

For purposes of measuring the accumulated post-retirement benefit obligation the health care costs were assumed to increase
6.5% and 5.5% in 2000 and 2001, respectively, declining thereafter until the ultimate rate of 5.5% is reached in 2002 and
remains at that level thereafter.

The health care cost trend rate assumption has a significant effect on the amounts reported. For example, increasing the
assumed health care cost trend rates by one percentage point in each year would increase the accumulated post-retirement
benefit obligation by $4.8 million and the annual service and interest cost by $0.2 million, before income taxes. Decreasing
the assumed health care cost trend rates by one percentage point in each year would decrease the accumulated post-retirement
benefit obligation by $4.5 million and the annual service and interest cost by $0.2 million, before income taxes. Gains and
losses that occur because actual experience differs from the estimates are amortized over the average future service period of

employees.
Other post-employment benefits
Phoenix recognizes the costs and obligations of severance, disability and related life insurance and health care benefits to be

paid to inactive or former employees after employment but before retirement. Other post-employment benefit expenses were
$0.5 million, ($0.7) million and $0.4 million for the years ended December 31, 1999, 2000 and 2001, respectively.
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12. Comprehensive Income

The components of, and related income tax effects for, other comprehensive income for the years ended December 31, were
as follows:
1999 2000 2001
(im miilions)

Unrealized (losses) gains on securities
available-for-sale:

Before-tax amount .........ccovevevever cenenn. $(102.8) $ 815 $ (1.4
Income tax (benefit) expense....... ........ (36.0) 28.5 (.5)
TOtAlS vttt et n e (66.8) 53.0 (.9

Reclassification adjustment for net gains
realized in net income:

Before-tax amount ..........coccevvevvvee veerens (2.2) (90.6) (15.4)
Income tax benefit.......occoevriveies e, (7N (BL7Y (5.4)
TOtalS v (1.5) (58.9) (10.0)

Net unrealized losses on securities
available-for-sale:

Before-tax amount .........cceeervines e (105.0) 9.1) (16.8)
Income tax benefit.......cccceverivee e, (36.7) (3.2) (5.9)
TOtalS..ceeererr e e S (68.3) $ (5.9 $(10.9)
Minimum pension liability adjustment:
Before-tax amount...........cccceeeees eveis $ 23 $ 24 $(12.8)
Income tax (benefit) expense....... ....... (.8) .8 (4.5)
TOtAlS..cvveveereeeresseie e resrecen e nen e $ (L5 $ 16 $ (8.3

Unrealized gain on security transfer from
held-to-maturity to available-for-sale:

Before-tax amount...........ococeeeveveveveenn 3 - $ -- $124.5
Income tax eXpense .........cooevceees ceenne - -- 43.6
TOtAlS.ccovcvevrrireeseeceeesreneee e $ -- $§ - $ 839
Unrealized gains on derivatives:
Before-tax amount............cc.ccveeererivenns $ -- $ - $ 60
Income tax €XPense ...o.coevivervvrers vmenen -- -- 2.1
TOtalS. ..ot $ - $ - $ 39
Equity adjustment for policyholder
dividend obligation:
Before-tax amount........c.cccoeevreveninenne. $ -- $ -- $(13.5)
Income tax benefit.......coocvevevvriien e, -- - 4.7)
TOtAIS vttt esses s ons $ -- $ - $ (8.8)
Cumulative effect of accounting change
for derivatives:
Before-tax amount..............o..evevveeennn, - $ - $ -- $ 1.7
Income tax eXpense .......ccoceevveenee ornene -- -- 6
TOtalS ..ot 3 -- $ -- $§ 11

The following table summarizes accumulated other comprehensive income for the years ended December 31:

1999 2000 2001
(in miliions)

Net unrealized gains (losses) on securities
available-for-sale:

Balance, beginning of year.........c.o. e $100.3 $ 322 $ 263

Change during period .........ccccvveevereevnnrnns (68.3) (5.9) (10.9)

Balance, end of year ........ccoceevvevrerre verennnen 322 26.3 154
Minimum pension liability adjustment:

Balance, beginning of year ..........c........... (6.2) 7.7 {6.1)

Change during period .........cccvevvenr e (1.5) 1.6 (8.3)

Balance, end of year ..........c..ccco........ S $ 3.7 $ (6.1) $(14.4)
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1999 2006 2001
(im millions)

Unrealized gain on security transfer from
held-to-maturity to available-for-sale:

Balance, beginning of year ...........ccocene. $ - $ - $ -
Change during period ........cceecvvveenneenne - -= 83.9
Balance, end of year ........cococvvevevenninenene. -- -~ 83.9

Unrealized gains on derivatives;
Balance, beginning of year.........c.cocceven.n. -- -- --
Change during period ........cccevererierierenn -- - 3.9
Balance, end of year .........cccoeevevcecinnincnnne -- -- 39
Equity adjustment for policyholder
dividend obligation:
Balance, beginning of year ...........c.......... - -- -
Change during period ........ccceveveeevennnnnne. - -- (8.8}
Balance, end of year ........ccocoooevviiviieennnne. -- -- (8.8)
Cumulative effect of accounting change
for derivatives:
Balance, beginning of year..........c...oceceun. - -- --

Change during petiod ........coveeveriecennnernee -- -- 1.1
Balance, end of year ........cccoveevevvnncennne -- -- 1.1
Accumulated other comprehensive income:
Balance, beginning of year ..........ccocoevene 94.3 24.5 20.2
Change during period .......cccceveeenieinccnes (69.8) (4.3) 60.9
Balance, end of year ........coccceeevrervrrrencnns $ 245 $20.2 $ 81.1
13. Segment Information

Phoenix offers a wide range of financial products and services. These businesses are managed within four reportable
segments: (i} Life and Annuity, (ii) Investment Management, (iii) Venture Capital, and (iv) Corporate and Other. These
reportable segments are managed in this fashion because they either provide different products or services, are subject to
different regulation, require different strategies or have different distribution systems.

The Life and Annuity segment includes the individual life insurance and annuity products including participating whole life,
universal life, variable life, term life and annuities.

The Investment Management segment includes private client and institutional investment management and distribution
including, managed accounts, open-end mutual funds and closed-end funds.

The Venture Capital segment includes Phoenix's equity share in the operating income and the realized and unrealized
investment gains of Phoenix's venture capital partnership investments.

Corporate and Other includes several smaller subsidiaries and investment activities which do not meet the thresholds of
reportable segments as defined in SFAS No. 131, Disclosure about Segments of an Enterprise and Related Information. They
include international operations and the run-off of Phoenix's group pension and guaranteed investment contract businesses.

The majority of Phoenix's revenue is derived in the United States of America. Revenue derived from outside the United
States of America is not material and revenue derived from any single customer does not exceed ten percent of total
consolidated revenues.

The accounting policies of the segments are the same as those described in note 3—"Summary of Significant Accounting
Policies.” Phoenix evaluates segment performance on the basis of segment after-tax operating income. Realized investment
gains and some non-recurring items are excluded because management does not consider them when evaluating the financial
performance of the segments. The size and timing of realized investment gains are often subject to management's discretion.
The non-recurring items are removed from segment after-tax operating income if, in management's opinion, they are not
indicative of overall operating trends. While some of these items may be significant components of Phoenix's GAAP net
income, Phoenix believes that segment after-tax operating income is an appropriate measure that represents the net income
attributable to the ongoing operations of the business. The criteria used by management to identify non-recurring items and to
determine whether to exclude a non-recurring item from segment after-tax operating income include whether the item is
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infrequent and:
* is material to the segment's after-tax operating income,
e results from a business restructuring,
o results from a change in the regulatory environment or
o relates to other unusual circumstances (e.g., litigation).

Non-recurring items excluded by management from segment after-tax operating income may vary from period to period.
Because such items are excluded based on management's discretion, inconsistencies in the application of management's
selection criteria may exist. Segment after-tax operating income is not a substitute for net income determined in accordance
with GAAP and may be different from similarly titled measures of other companies.

Capital is allocated to Investment Management on an historical cost basis and to insurance products based on 200% of
company action level risk-based capital. Net investment income is allocated based on the assets allocated to each segment.
Other costs and operating expenses are allocated to each segment based on a review of the nature of ‘such costs, cost
allocations using time studies and other allocation methodologies.

The following tables provide certain information with respect to Phoenix's operating segments as of and for the years ended
December 31, 1999, 2000 and 2001, as well as the realized investment gains and non-recurring items not included in segment
after-tax operating income.

As of December 31,
2006 2001
(in millions)

Total assets:

Life and ANNUILY ...ovevvveiereeerineeerrerenen $17,862.4 $18,925.0
Investment Management...........c..ccccvuuuee... 800.2 1,165.0
Venture Capital......ccocovvviciiiniiininnn, 467.3 291.7
Corporate and Other ..........c.ccoeeveveneeerennn 1,157.8 2,122.9
Discontinued Operations ......c..ceeveverceenene 25.5 20.8
TOLAL . ovir et $20,313.2 $22,525.4
Deferred policy acquisition costs:
Life and Annuity......ccoovevevecennrernvienseerenas $1,019.0 $ 1,1237
Policy liabilities and accruals:
Life and ANNUILY.......ovvveerrecrrreercereenns $11,220.0 $11,853.1
Corporate and Other ...........occcceeeverinnnne 152.6 140.3
TOtal. .o $11,372.6 $11,9934
Policyholder deposit funds:
Life and ANNUILY....ocovineeniieiieececseinnns $ 665.6 $ 1,351.8
Corporate and Other ........c.covviceiinnnaens 12.8 164
TOtAL it $ 6784 $ 1,368.2

For the Year Ended December 31,
1999 2008 2001
(in millions)

Premiums:
Life and ANDUILY ....cooierenienererereseree e $1,175.7 $1,1474 $1,112.7
TOtAL oo 1,175.7 1,147.4 1,112.7
Insurance and investment product fees:
Life and Annuity.......ccoovcvvciinneccccnennnnnns 2717 302.7 303.8
Investment Management...........ccccoovnennn 284.3 3244 258.1
Corporate and Other ..o, 422 28.1 12.6
Non-recurring items........ccceveevueeienrininennne 5.9 4.6 3.8
Less: inter-segment revenues.................... 23.7) (28.8) (31.9)
Total..eoeeeeerecee s 574.6 631.0 546.4
Net investment income:
Life and AnnUity......ccccovceeorincincnrnnennns 768.3 791.4 890.9
Investment Management............ccevveernnene 3.1 2.6 1.6
Venture Capital........ccocovenivnniniiiiencnnn, 1399 277.3 (84.5)
Corporate and Other .........ccovinvrciinnnnns 313 47.5 18.3
Add: inter-segment investment expenses.. 10.5 10.8 8.8
TOtAL et $953.1 $1,129.6 $ 835.1
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For the Year Ended December 31,

1999 2000 2001
(in millions)
Policy benefits and increase in policy
liabilities and policyholder dividends:
Life and AnDUILY....c.ovvueecncereeecnieierneenenes $1,723.6 $1,775.8 $1,797.2
Corporate and Other .......c.cceevvcrinininnen, 10.0 12.0 9.6
TOtaL oo 1,733.6 1,787.8 1,806.8
Amortization of deferred policy
acquisition costs:
Life and Annuity.......coocvevereivnieiniinnnnnn, 147.9 137.8 133.0
Non-recurring tems......cocerereriereeversieneenn -- 218.2 -~
TOAL vt et 1479 356.0 133.0
Amortization of goodwill and other
intangible assets:
Life and Annuity..c..oocveeveinerceecneciiinne, 6.7 9 4
Investment Management.............cccoerervnne. 30.3 31.8 49.0
Corporate and Other .......cccovvevviicerennn, 3.1 4.2 --
TOtaleeivieeceenrtreee e 40.1 369 49.4
Interest expense:
Life and Annuity......ccccvcvvveniiienadd e - 9 9
Investment Management...........c.ccccvenenene, 16.8 17.9 14.9
Corporate and Other ..o 17.2 14.7 124
Less: inter-segment eXpenses ........cocccc... -~ (.8) (9
TOtAL e 34.0 32.7 27.3
Demutualization expenses:
NORN-recurTing items......cooveverivinervieinnnees -- 21.8 25.9
Total. vt - 21.8 259
Other operating expenses:
Life and Annuity....cccocvinveencneiccnencenens 271.3 295.9 292.1
Investment Management...........c.coenennee 187.0 2229 2125
Corporate and Other ......oceeveevviviiiviniiins 84.7 98.2 40.3
Non-recurring items . ....coevevervveniecnnnnnns 28.1 4.7 105.4
Less: inter-segment EXPEnses ........ocovevene (13.2) (17.2) - (22.2)
TOtal.ecvereciecerrcierer e 557.9 604.5 628.1
Operating income before income taxes,
minority interest and equity in earnings
of and interest earned from investments
in unconsolidated affiliates:
Life and Annuity........ccocevvevernniieniniinnnn. 722 30.2 83.8
Investment Management.........cccocecvnnnnne, 533 54.4 (16.7)
Venture Capital.........ccoovviineiinninnnns 139.9 277.3 (84.5)
Corporate and Other ........ccoocevveviiecennne (41.5) (53.5) (31.4)
Non-recurring ems......c.ccevcesrirrvecrrnne. (34.0) (240.1) (127.5)
TOtAL ettt 189.9 68.3 (176.3)
Income tax expense (benefit):
Life and Annuity......ccoevirnivnnininininnen 25.5 10.6 294
Investment Management..........coevvereeenenn. 23.0 25.7 (2.6)
Venture Capital........ccoocviveivevevnrerieneenne 49.0 97.1 (29.6)
Corporate and Other ..o (24.4) 34.7) (19.9)
Non-recurring tems........cocvvveveeeereocanrenen (7 (73.7) (61.6)
TOtAL e 72.4 250 (84.3)
Minority interest in net income of
consolidated subsidiaries:
Life and Annuity.......ccooviveereviiennncnnennn -- -- .3)
Investment Management...........ccoevenninnins (10.1) (11.0) (6.9)
.................................................... $ (0.0 $ (110 $§ (7.2
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Equity in earnings of and interest earned
from investments in unconsolidated
affiliates:

Investment Management...............c.........

Corporate and Other ........... e

Segment operating income after taxes:
_Life and Annuity.......o.ooovvevvnenencnnnncnn,
Investment Management................cc.c.e..
Venture Capital.......ccccocervrnenniienennnn
Corporate and Other .........ccoovvernieenenn,
Sub-total ....c.ooevrveniiiicier

Net realized investment gains (losses)
after income taxes:

Life and AnRuity....ococevrerreievinniiiecenene

Investment Management..............cccc.......

Corporate and Other .........ccoooevvevenereenen.

Income (loss) from continuing operations:
Life and Annuity........cccooveerinrecceeneennens
Investment Management.............cceeeene.
Venture Capital.......c.ccocvevccrininniineens
Corporate and Other ........cccooviirieeennn,
Non-recurring items.........ccoverveerreevennenn,

For the Year Ended December 31,

1999 2000 2001
(in miltions)

$ 3.7 $ 63 $ 55
1.8 1.3 2.6
5.5 7.6 8.1
46.7 19.6 54.1
23.9 23.9 (15.5)
90.9 180.2 (54.9)
(15.3) (17.5) (8.9
146.2 206.2 (25.2)
(33.3) (166.4) (65.9)
112.9 39.8 (91.1)
10.3 (15.8) (19.8)
- 52 .5
38.9 65.6 (26.9)
49.2 55.0 (46.2)
57.0 3.8 343
23.9 291 (15.0)
90.9 180.2 (54.9)
23.6 48.1 (35.8)
(33.3) (166.4) (65.9)
$162.1 $ 948 $ (137.3)

The components of after-tax non-recurring items for the years ended December 31, were as follows:

1999 2000 2001
(in millions)
Non-recurring items:
Life and Annuity
DAC adjustment " .......cooooveiieennn. $ - $(141.8) $ --
SUb-total.....covvvreeiirireneee e - (141.8) --
Investment Management:
Portfolio (1oss) gain @ ......ccccoevvrrenene. (3.8) 3.1 --
Partnership gains ©........cc..cco..oveeriennen. -- -- 24
Loss on sublease transaction “............. -- @) -
Restructuring charges © ......c.cc..coo....... (7 - -
Expense of purchase of PXP minority
INEETESE ™ eviiiieireeeresveee et e seererenens -- (7 (52.8)
Litigation settlement 7 ........cocooervnnee. -- {1.8) --
Sub-total.......cccereriinrerene e 4.5) &) (50.4)
Corporate and Other:
Early retirement pension adjustment ® (17.6) - (15.5)
Demutualization expense 7 ..........c....... -- (14.1) (23.9)
Pension adjustment "%...............c....c..... -- -- 2.9
Surplus tax MV, (11.2) (10.4) 21.0
Sub-total.....cccovrveereiiere e (28.8) (24.5) (15.5)
TOAL. vt $(33.3) $(166.4)  $(65.9)
Non-recurring items include:
(D an increase to deferred policy acquisition costs amortization resulting from a change in estimated future
investment earnings due to a reallocation in December 2000 of assets supporting participating life policies;
(2) a charge incurred in 1999, and subsequent insurance recovery in the second quarter of 2000, related to the

reimbursement of two mutual fund investment portfolios which had inadvertently sustained losses;
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gains related to distributions from PXP partnership investments;

one-time expenses related to sublease transactions on certain office space;

various restructuring charges, including: expenses resulting from a senior executive exezcising certain
rights under an employment agreement, charges related to the out-sourcing of fund accounting operations,
and severance costs related to staff reductions resulting primarily from the closing of PXP's equity
management department in Hartford and PXP's reductions in the institutional line of business;

expenses related to the purchase of the PXP minority interest, including: PXP's accrual of non-recurring
compensation expenses of $57.0 million to cash out restricted stock, $5.5 million of related compensation
costs, non-recurring retention costs of $19.7 million and non-recurring transaction costs of $3.9 million.
Income taxes of $33.3 million were calculated using an effective tax rate of 38.8%;

a charge related to a litigation settlement with former clients of PXP and its former financial consulting
subsidiary;

charges incurred in connection with an early retirement program;

expenses related to the demutualization;

reduction in pension plan cost due to a change in the corridor used to amortize deferred gains and losses;
and elimination of surplus tax liability. As a mutual life insurance company, Phoenix Life was subject, in
the periods indicated, to a surplus tax limiting the ability of mutual insurance companies to deduct the full
amount of policyholder dividends from taxable income. Phoenix Life was not subject to such surplus tax in
2001 and future years as a result of the demutualization in June 2001.

Included in policy benefits and dividend amounts for the Life and Annuity segment is interest credited on policyholder
account balances of $105.6 million, $109.5 million and $133.2 million for the years ended December 31, 1999, 2000 and

2001, respectively.

14. Discontinued Operations

During 1999, Phoenix discontinued the operations of three of its business segments which in prior years had been reflected as
reportable business segments: the reinsurance operations, the real estate management operations and the group life and health
operations. The discontinuation of these business segments resulted from the sale of several operations, a signed agreement to
sell one of the operations and the implementation of plans to withdraw from the remaining businesses. The operating results
of discontinued operations and the gain or loss on disposal are shown in the summary section below.

Reinsurance Operations

In 1999, Phoenix exited its reinsurance operations through a combination of sale, reinsurance and placement of certain
components into run-off. The reinsurance segment consisted primarily of individual life reinsurance operations as well as
group accident and health reinsurance business. Accordingly, Phoenix estimated sales proceeds, net premiums, net claims
payments and expenses of winding-down the business. As a result, in 1999 Phoenix recognized a $173.1 million pre-tax loss
on the disposal of reinsurance operations. The significant components of the loss on the disposal of reinsurance operations
were as follows:

On August 1, 1999, Phoenix sold its individual life reinsurance operations and certain group health reinsurance business to
Employers Reassurance Corporation for $130 million. The transaction was structured as a reinsurance and asset sale
transaction (assumption reinsurance), resulting in a pre-tax gain of $113 million. The pre-tax income from operations for the
seven months prior to disposal was $19 million. During the third quarter of 2000, Phoenix recorded a pre-tax charge of $6
million to reflect an adjustment to estimated individual life reinsurance reserves in accordance with the sales agreement.

During 1999, Phoenix placed the retained group accident and health reinsurance business into run-off. Phoenix adopted a
formal plan to stop writing new contracts covering these risks and end the existing contracts as soon as those contracts would
permit. However, Phoenix remained liable for claims under those contracts. ‘

In 1999, Phoenix reviewed the run-off block and estimated the amount and timing of future net premiums, claims and
expenses. Consequently, Phoenix increased reserve estimates on the run-off block by $180 million (pre-tax). In addition, as
part of the exit strategy, Phoenix purchased aggregate excess of loss reinsurance to further protect Phoenix from unfavorable
results from this discontinued business. This reinsurance is subject to an aggregate retention of $100 million on the
discontinued business. Phoenix may commute the agreement at any time after September 30, 2004, subject to automatic
commutation effective September 30, 2019. Phoenix incurred an initial expense of $130 million on the acquisition of this
reinsurance.
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During 2000, Phoenix updated its estimates of future losses related to the group accident and health reinsurance business as
well as future expenses associated with managing the run-off. Based on the most recent information available, Phoenix
increased reserve estimates on the run-off block by $97 million (pre-tax). Phoenix determined that the increase to reserves
was needed based on revised actuarial assumptions to reflect current and expected deteriorating trends in claim experience
and higher than anticipated expenses.

During 2001, Phoenix reviewed its estimates of future losses related to the group accident and health reinsurance business as
well as future expenses associated with managing the run-off. Based on the most recent information available, Phoenix did
not recognize any additional reserve provisions.

The additional reserves and aggregate excess of loss reinsurance coverage are expected to cover the run-off of the business;
however, the nature of the underlying risks is such that the claims may take years to reach the reinsurers involved. Therefore,
Phoenix expects to pay claims out of existing estimated reserves for up to ten years as the level of business diminishes.

A significant portion of the claims arising from the discontinued group accident and health reinsurance business arises from
the activities of Unicover Managers, Inc. (“Unicover”). Unicover organized and managed a group, or pool, of insurance
companies (“Unicover pool”) and certain other facilities, which reinsured the life and health insurance components of
workers' compensation insurance policies issued by various property and casualty insurance companies. Phoenix was a
member of the Unicover pool. Phoenix terminated its participation in the Unicover pool effective March 1, 1999,

Phoenix is involved in disputes relating to the activities of Unicover. Under Unicover's underwriting authority, the Unicover
pool and Unicover facilities wrote a dollar amount of reinsurance coverage that was many times greater than originally
estimated. As a member of the Unicover pool, Phoenix is involved in several proceedings in which the pool members assert
that they can deny coverage to certain insurers which claim that they purchased reinsurance coverage from the pool.

Further, Phoenix was, along with Sun Life Assurance of Canada (“Sun Life”) and Cologne Life Reinsurance Company
(“Cologne Life™), a retrocessionaire (meaning a reinsurer of other reinsurers) of the Unicover pool and two other Unicover
facilities, providing the pool and facility members with reinsurance of the risks that the pool and facility members had
assumed. In September 1999, Phoenix joined an arbitration proceeding that Sun Life had begun against the members of the
Unicover pool and the Unicover facilities. In this arbitration, Phoenix and Sun Life sought to cancel their retrocession
agreement on the grounds that material misstatements and nondisclesures were made to them about, among other things, the
amount of risks they would be reinsuring. The arbitration proceedings are ongoing only with respect to the Unicover pool,
because Phoenix, Sun Life and Cologne Life reached settlement with the two Unicover facilities in the first quarter of 2000
(see discussion below).

In its capacity as a retrocessionaire of the Unicover business, Phoenix had an extensive program of its own reinsurance in
place to protect it from financial exposure to the risks it had assumed. Currently, Phoenix is involved in separate arbitration
proceedings with three of its own retrocessionaires which are seeking on various grounds to avoid paying any amounts to
Phoenix. Most of these proceedings remain in their preliminary phases. Because the same retrocession program that covers
Phoenix's Unicover business covers a significant portion of its other remaining group accident and health reinsurance
business, Phoenix could have additional material losses if one or more of its retrocesssionaires successfully avoids its
obligations.

During 2000, Phoenix reached settlements with several of the companies involved in Unicover. On January 13, 2000,
Phoenix and the other member companies of the Unicover pool settled with EBI Indemnity Company and affiliates of the
Orion Group (“EBI/Orion”), by which all pool members were released from their obligations as reinsurers of EBI/Crion. On
January 21, 2000, Phoenix settled with Reliance Insurance Company (“Reliance”) and its parent Reliance Group Holdings,
Inc. and was released from its obligations as a reinsurer of the so-called Reliance facility. On March 27, 2000, Phoenix
settled with Reliance, Lincoln National Life Insurance Company and Lincoln National Health and Casualty Company,
releasing Phoenix from its obligations as a reinsurer of the so-called Lincoln facility. On May 28, 2000, Phoenix reached an
agreement with one of its retrocessionaires, and recovered a substantial portion of its settlement cost on the Reliance
settlement. Financial terms of these settlements were consistent with the provisions established by Phoenix in 1999. There
was no effect on net income resulting from these settlements for the year ended December 31, 2000.

A second set of disputes involves personal accident business that was reinsured in the London reinsurance market in the mid-

1690s in which Phoenix participated. The disputes involve multiple layers of reinsurance, and allegations that the reinsurance
program created by the brokers involved in placing those layers was interrelated and devised to disproportionately pass losses
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to a top layer of reinsurers. Many companies who participated in this business are involved in arbitrations in which those top
layer companies are attempting to avoid their obligations on the basis of misrepresentation. Because of the complexity of the
disputes and the reinsurance arrangements, many of these companies are currently participating in negotiations of the
disputes for certain contract years, and Phoenix believes that similar discussions will follow for the remaining years.
Although Phoenix is vigorously defending its contractual rights, Phoenix is actively involved in the attempt to reach
negotiated business solutions.

Given the uncertainty associated with litigation and other dispute resolution proceedings, and the expected long-term
development of net claims payments, the estimated amount of the loss on disposal of reinsurance discontinued operations
may differ from actual results. However, it is management's opinion, after consideration of the provisions made in these
financial statements, as described above, that future developments will not have a material effect on Phoenix's consolidated
financial position.

The other component of the loss on the disposal of reinsurance discontinued operations in 1999 was as follows:

On June 30, 1999, PM Holdings sold Financial Administrative Services, Inc. (“FAS”™), its third party administration
subsidiary affiliated with individual life reinsurance, to CYBERTEK, a wholly-owned subsidiary of Policy Management
Systems Corporation. Proceeds from the sale were $8.0 million for the common stock plus $1.0 million for a covenant not-to-
compete, resulting in a pre-tax gain of $3.8 million.

In addition to the $9.0 million sale price, Phoenix will receive additional proceeds contingent on certain revenue targets.
Phoenix recorded a note receivable for $4.0 million which, under the terms of the agreement, CYBERTEK will repay in six
annual installments commencing March 31, 2001 through March 31, 2006. The contingent proceeds will be determined
annually but in total, will range from a minimum of $4.0 million to a maximum of $16.0 million. Phoenix received $1.9
million from Computer Sciences Corporation, the successor to CYBERTEK, in 2001.

Real Estate Management Operations

On March 31, 1999, Phoenix sold its real estate management subsidiary, Phoenix Realty Advisors, to Heﬁderson Investors
International Holdings, B.V. for $7.9 million in cash. The pre-tax gain realized on this transaction was $7.1 million.

On May 25, 2000, Phoenix sold its investment in 50% of the outstanding common stock of -Pinnacle Realty Management
Company, Inc., a real estate property management firm, for $6.0 million. This sale represented Phoenix's entire interest in
Pinnacle Realty Management Company, Inc. and Phoenix now has no other real estate management business. The transaction
resulted in a pre-tax loss of $0.6 million.

Group Life and Health Operations

On April 1, 2000, Phoenix sold its group life and health business to GE Financial Assurance Holdings, Inc. (“GEFA™) except
for Phoenix Dental Services, Inc. and California Benefits Dental Plan. Specifically, Phoenix Group Holdings and PM
Holdings sold 97% of the common stock of Phoenix American Life Insurance Company and 100% of the common stock of
Phoenix Group Services, Inc. and Clinical Disability Management, Inc. for $283.9 million. This amount is comprised of
$238.9 million in cash and $45.0 million in common stock of GE Life and Annuity Assurance Company, an affiliate of
GEFA. The common stock represents a 3.1% interest in GE Life and Annuity Assurance Company. Phoenix retains
ownership of 3% of the common stock of Phoenix American Life Insurance Company. Phoenix Life has a right to put these
shares back to GEFA beginning in 2005 and ending in 2007. These investments are reported as equity securities on the
Consolidated Balance Sheets. The pre-tax gain on the sale was $72.1 million and is reported in discontinued operations gain
on disposal, net of income taxes.

The sale to GEFA of 100% of the common stock of Phoenix Dental Services, Inc. and California Benefits Dental Plan closed
on October 31, 2000. The sales proceeds for these entities were $2.0 million, which resulted in a pre-tax loss of $0.4 million.

Summary
The assets and liabilities of the discontinued operations have been excluded from the assets and liabilities of continuing

operations and separately identified on the Consolidated Balance Sheets. Net assets of the discontinued operations totaled
$25.5 million and $20.8 million as of December 31, 2000 and 2001, respectively.
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The operating results of discontinued operations and the gain or loss on disposal are presented below. There were no
operating results for the year ended December 31, 2001 because the operations were discontinued prior to January 1, 2001.

Year Ended December 31,
, 1999 2000

Income from discontinued operations (in milliocns)
Revenues: ]

Reinsurance OPerations .........coeevveveeiveveererenireeeeeessseenenns $ — $ —

Group Life and Health Operations................ ST 453.8 117.6

Real Estate Management Operations...........ccoveeeverreenene 1.2 4
TOLAl TEVETIUES. .ccuvirerierieresieeteetrie e etesseeesrreraeseensaseeserssenns $455.0 $118.0
Income from discontinued operations:

Reinsurance Operations .........cocovveeveruerereeenrveverennrerenerennes § — S —

Group Life and Health Operations...........ccocccovvecnnnnnnenee ’ 56.8 14.8

Real Estate Management Operations........c.cc.eveevnrecvereenn. (1.6) (.3)
Income from discontinued operations before income taxes 55.2 14.5
INCOME tAXES ..eveeurrrrririreeeerersieeseesaressaeesesnns sssnasvesssessenssens 19.1 5.1
Income from discontinued operations, net of income taxes $ 36.1 $ 94
Loss on disposal of discontinued operations
(Loss) gain on disposal: T

Reinsurance OPerations ..........ceevveeeveveevereeseererenecenssenionns $(173.1) $(103.0)

Real Estate Management Operations.........cceecvereerveriinens 59 (.6)

Group Life and Health Operations............couveveerevrvneveneenee — 71.7
Loss on disposal of discontinued operations before income

BAXES everiereeriteeetererteeeseeeeeseae et e b sasereneses bt eaea st n s (167.2) (31.9)
INCOME LAKES «.vivirivireriririreeeee e eeeeeeeeaeraseneeeeeserererereees vaensnnnnns (58.2) (11.0)
Loss on disposal of discontinued operations, net of income

taXeS..cocvenennn. ettt eheeh e it e et s eebenbe et b earaesteebt et re st eentenes $ (109.0) $ (20.9)

15. Closed Bleck

On the date of demutualization, Phoenix Life established a closed block for the benefit of holders of certain individual
participating life insurance policies and annuities of Phoenix Life for which Phoenix Life had a dividend scale payable in
2000. Assets have been allocated to the closed block in an amount that has been determined to produce cash flows which,
together with anticipated revenues from the policies included in the closed block, are reasonably expected to be sufficient to
support obligations and liabilities relating to these policies, including, but not limited to, provisions for the payment of claims
and certain expenses and taxes, and to provide for the continuation of policyholder dividend scales in effect for 2000, if the
experience underlying such dividend scales continues, and for appropriate adjustments in such scales if such experience
changes. The closed block assets, the cash flows generated by the closed block assets and the anticipated revenues from the
policies in the closed block will benefit only the holders of the policies in the closed block. To the extent that, over time, cash
flows from the assets allocated to the closed block and claims and other experience related to the closed block are, in the
aggregate, more or less favorable than what was assumed when the closed block was established, total dividends paid to
closed block policyholders in the future may be greater than or less than the total dividends that would have been paid to
these policyholders if the policyholder dividend scales in effect for 2000 had been continued. Any cash flows in excess of
amounts assumed will be available for distribution over time to closed block policyholders and will not be available to
stockholders. If the closed block has insufficient funds to make guaranteed policy benefit payments, such payments will be
made from assets outside of the closed block. The closed block will continue in effect as long as any policy in the closed
block remains in force.

Other than the provisions of SOP 00-3, Phoenix Life uses the same accounting principles to account for the participating
policies included in the closed block as it used prior to the date of demutualization. In particular, deferred policy acquisition
costs are amortized in proportion to estimated gross margins and the liability for future benefits and services is calculated
using the net level premium method.

SOP 00-3 requires the establishment of a policyholder dividend obligation for earnings that inure to benefit policyholders.
The excess of closed block liabilities over closed block assets at the effective date of the demutualization (adjusted to
eliminate the impact of related amounts in accumulated other comprehensive income) represents the estimated maximum
future earnings from the closed block expected to result from operations attributed to the closed block after income taxes.
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Earnings of the closed block are recognized in income over the period the policies and contracts in the closed block remain
inforce. Management believes that over time the actual cumulative earnings of the closed block will approximately equal the
expected cumulative earnings of the closed block due to the effect of dividend changes. If, over the period the closed block
remains in existence, the actual cumulative earnings of the closed block are greater than the expected cumulative earnings of
the closed block, Phoenix Life will pay the excess of the actual cumulative earnings of the closed block over the expected
cumulative earnings to closed block policyholders as additional policyholder dividends unless offset by future unfavorable
experience of the closed block and, accordingly, will recognize only the expected cumulative earnings in income with the
excess recorded as a policyholder dividend obligation. If over such period, the actual cumulative earnings of the closed block
are less than the expected cumulative earnings of the closed block, Phoenix Life will recognize only the actual earnings in
income. However, Phoenix Life may change policyholder dividend scales in the future which would be intended to increase
future actual earnings until the actual cumulative earnings equal the expected cumulative earnings.

In addition to the closed block assets, we hold assets outside the closed block in support of closed block liabilities.
Investment earnings on these assets less allocated expenses and the amortization of deferred acquisition costs provide an
additional source of earnings to our shareholders. In addition, the amortization of deferred acquisition costs requires the use
of various assumptions. To the extent that actual experience is more or less favorable than assumed, shareholder earnings
will be impacted.

The principal cash flow items that affect the amount of closed block assets and liabilities are premiums, net investment
income, purchases and sales of investments, policyholders' benefits, policyholder dividends, premium taxes and income
taxes. The principal income and expense items excluded from the closed block are management and maintenance expenses,
commissions, and investment income and realized investment gains and losses of investment assets outside the closed block
that support the closed block business, all of which enter into the determination of total gross margins of closed block
policies for the purpose of the amortization of deferred acquisition costs. The amounts shown in the table below for assets
and liabilities are those that enter into the determination of amounts to be paid to policyholders.

As specified in the plan of reorganization, the allocation of assets for the closed block was made as of December 31, 1999,
Consequently, cumulative earnings on the closed block assets and liabilities for the period January 1, 2000 to December 31,
2001 in excess of expected cumulative earnings do not inure to stockholders and have been used to establish a policyholder
dividend obligation as of December 31, 2001. The initial policyholder dividend obligation of $115.5 million consists of $45.2
million of earnings for the period January 1, 2000 to June 30, 2001 and unrealized gains on assets in the closed block as of
June 30, 2001 of $70.3 million. The increase in the policyholder dividend obligation of $51.7 million pre-tax, consists of
$13.2 million of pre-tax earnings for the period July 1, 2001 to December 31, 2001 and the change in unrealized gains on
assets in the closed block for the period July 1, 2001 to December 31, 2001 of $38.5 million, pre-tax. The following sets forth
certain summarized financial information relating to the closed block as of the dates indicated:

June 30, December 31,
2001 2601
(in miffiomns)

Closed block liabilities:

Policy liabilities and accruals and policyholder deposit funds... $8,937.8 $9,150.2
Policyholder dividends payable.........cccccocecnrmerinnnnccinceninnene. 364.2 3573
Policyholder dividend obligation.............cccevvveveereeveiinieevreeeeee. 115.5 167.2
Other closed block liabilities. ......ovvvveviiiniiee s 56.1 57.0
Total closed block Labilities.....uvvieiiriieiirereeeeeeicneneeeevisrererens 9,473.6 , 9,731.7
Closed block assets: : :
Held-to-maturity debt securities at amortized COSt...........ecvevrnene 1,594.5 -
Available-for-sale debt securities at fair value..................... 3,922.7 5,734.2
Mortgage loans. ... ...cvvevniii i 390.6 386.5
POHCY 10A1S....cuviieiiricite e se et ere s sve e sre e ssaeessens 1,412.5 1,407.1
Deferred iNCOME tAXES....cvvvieievreieerresiireeesereeernreeiresessseresesans 384.8 392.6
Investment income due and accrued..........cccoovvuriverieiieneeneerinnns 125.1 125.3
Net due and deferred premitms......c.ccceevevereiniicneneererecennennns 394 41.1
Cash and cash equivalents........cococcoviiceriniicinnnineee e 186.1 239.7
Other closed bloCK aSSEtS...uvvvviieei v reeeaen 2.6 14.8
Total closed BlOCK ASSELS.......cccviveiiviieverrie i ceeeeries s 8,058.3 8,341.3
Excess of reported closed block liabilities over closed block assets $1,4153 $1,3904
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June 30, December 31,
2001 2001
(in millions)

Maximum future earnings to be recognized from closed block assets

AN HADILITES ...v.vvvvieeevisieererisr s seerese e saeeeereeeenesaeesereseesesreneens $1,415.3 $ 1,390.4
Change in policyholder dividend obligation:

Balance at beginning of period..........c..ccoecvevereiieeveeereeeeeeeenn $ - $ 1155

Change during the period ............cccocvvvieiiennie e 115.5 51.7

Balance at end of period.....ccvooveeiiieniiiiicceree e $ 1155 $ 1672

The following sets forth certain summarized financial information relating to the closed block for the six months ended
December 31, 2001 (in millions):

Closed block revenues:

Premiims co.eveee ettt eeerr e cerre e te et e eaae e e nre e e e sanns $565.7
INEt INVESIMENT INCOMIC ... eevveeerenreeieeriesieecrenrereresseeereeraeaeeenesessessesnneensessesnns 281.1
Realized InvesStment 10SSES, NEL..........cvecvveeriiriivenreieee e ereereeteesreeereseaesneeees (18.4)
TOtAl TEVEIIUES .....vveeeiieeeieeecteeereecerrerresere s et eeereeetressteeesasesaresrasessssnereees 828.4
Closed block benefits and expenses:
Benefits to policyholders and increase in labilities .......cocoovveiincenninnines 580.0
Other operating costs and EXPENSES........covevevrrvireeriererrereererinteseeseereserereressens 6.1
Change in policyholder dividend obligation ............c.ccccevivinceieniennneniennene 13.2
Dividends t0 pOHCYROIAETS......ccvvveiiiiiiiirrtreeet e 150.8
Total benefits and EXPENSES........ccveiereriirrerrrrererieertre s eceeeeeeesrsrenssresens 750.1
Contribution from the closed block, before income taxes.......cocveeeeunnn... 38.3
INCOME tAX XPENSE ....ocoivieiiiiieeiie it st sree s nesrn s e 134
Contributions from closed block, after InCOME taxes .....oovvvvevvrereiierrcronens $ 249

16. Property, Equipment and Leasehold Improvements

Property, equipment and leasehold improvements, consisting primarily of office buildings occupied by Phoenix, are stated at
depreciated cost. Real estate occupied by Phoenix was $83.9 million and $79.1 million at December 31, 2000 and 2001,
respectively. Phoenix provides for depreciation using straight-line and accelerated methods over the estimated useful lives of
the related assets which generally range from five to forty years. Accumulated depreciation and amortization was $204.0
million and $210.6 million at December 31, 2000 and 2001, respectively.

Rental expenses for operating leases, principally with respect to buildings, amounted to $16.3 million, $14.1 million and
$13.4 million in 1999, 2000 and 2001, respectively, for continuing operations. Future minimum rental payments under non-
cancelable operating leases for continuing operations were approximately $27.0 million as of December 31, 2001, payable as
follows: 2002 — $10.4 million; 2003 — $7.1 million; 2004 — $4.7 million; 2005 — $3.0 million; 2006 — $1.2 million; and
$0.6 million thereafter.

17. Direct Business Written and Reinsurance

Phoenix cedes reinsurance as a means of diversifying underwriting risk. To the extent that reinsuring companies may not be
able to meet their obligations under reinsurance agreements in effect, Phoenix remains liable. Failure of the reinsurers to
honor their obligations could result in losses to the company; consequently, estimates are established for amounts deemed or
estimated to be uncollectible. To minimize its exposure to significant losses from reinsurance insolvencies, Phoenix evaluates
the financial condition of its reinsurers and monitors concentration of credit risk arising from similar geographic regions,
activities, or economic characteristics of the reinsurers. For direct issues, the maximum of individual life insurance retained
by Phoenix on any one life is $8 million for single life and joint first-to-die policies and $10 million for joint last-to-die
policies, with excess amounts ceded to reinsurers. Phoenix reinsures 80% of the mortality risk on the in force block of the
Confederation Life business acquired on December 31, 1997. In addition, Phoenix entered into two separate reinsurance
agreements on October 1, 1998 and July 1, 1999 to reinsure 80% of the mortality risk on a substantial portion of its otherwise
retained individual life insurance business. Also, Phoenix reinsures 80% to 90% of the mortality risk on certain new issues of
term, universal life, variable universal life and whole life products. Amounts recoverable from reinsurers are estimated in a
manner consistent with the claim liability associated with the reinsured policy. In addition, Phoenix assumes and cedes
business related to the group accident and health block in run-off. While Phoenix is not writing any new contracts, Phoenix is
contractually obligated to assume and cede premiums related to existing contracts.
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Additional information on direct business written and reinsurance assumed and ceded for the years ended December 31, was

as follows:
1999 2000 2001
(in miliiomns)

DArECt Premilims ...e.veeeverirererernaesesserasnessensessesesasens $ 1,6775 $ 1,399.2 $ 1,292.5
Reinsurance assumed.......cccocverereeierereneernescneeceeans 416.2 202.4 72.9
Reinsurance ceded .......ccovvevvneiiieeniienneneinennnenenenes (323.0) (280.9) (221.5)
INEt PrEMIUINS ...voveirereirieeveeereeenreereeresreeereresseseesenes 1,770.7 1,320.7 1,143.9
Less net premiums of discontinued operations.......... (595.0) (173.3) (31.2)
Net premiums of continuing operations.................... $ 1,1757 $ 11,1474 $ 1,112.7
Percentage of amount assumed to net premiums...... 24% 15% 6%
Direct policy and contract claims incurred............... $ 6223 $ 5450 § 4752
Reinsurance assumed........coccvriveercrennecccniiessnnonnee 563.8 257.8 116.2
Reinsurance ceded ..........cooeveiieveenniicneecees e enieniane (285.4) (216.2) (226.1)
Net policy and contract claims incurred ................... 900.7 586.6 365.3
Less net incurred claims of discontinued operations (661.7) (234.6) (13.9)
Net policy and contract claims incurred

of continting OPErations ...........everevrioervrerinnenerenes § 2390 $ 3520 $ 3514
Direct life insurance in force .......ccovvvvvvnvreeeverererenns $131,052.1 $107,600.7 $111,743.1
Reinsurance assumed.........oovvvevvrireeeriiininneeerererennnennas 139,649.9 1,736.4 464.4
Reinsurance ceded ......oovvviivveeeeircriieeiieeeeciee e (207,192.0) (72,042.4) (75,787.5)
Net insurance in fOrce.......ccoviiieiinineiceeereesiveeevenenne 63,510.0 37,294.7 36,420.0
Less insurance in force of discontinued operations .. (1,619.5) — (1.0)
Net insurance in force of continuing operations........ $ 61,890.5 $37,294.7 $ 36,419.0
Percentage of amount assumed to net

INSUrance in force.....ccoovivvivvieiierreviencerreeeeenens 220% 5% 1%

Irrevocable letters of credit aggregating $17.5 million at December 31, 2001 have been arranged with United States of
America commercial banks in favor of Phoenix to collateralize the ceded reserves. Additional collateral of $73.8 million was
in the form of trust agreements for unauthorized reinsurers.

18. Participating Life Insurance

Participating life insurance in force was 60.0% and 50.4% of the face value of total individual life insurance in force at
December 31, 2000 and 2001, respectively. The premiums on participating life insurance policies were 76.8%, 73.1% and
65.3% of total individual life insurance premiums in 1999, 2000, and 2001, respectively.

19. Deferred Policy Acquisition Costs

The following reflects the amount of policy acquisition costs deferred and amortized for the years ended December 31:

1999 2000 2001
(in millions)

Balance at beginning of year ...........cccocervvireeernnrrnecenens $1,058.2 $1,318.8 $1,019.0
Acquisition cost deferred........c.ccoceveviiiiniininnes 148.2 172.8 206.1
Amortized to expense during the year...........coeeevvvivvreenne, (147.9) (356.0) (133.0)
Equity adjustment for policyholder dividend obligation -- -~ 3.1
Adjustment to net unrealized investment gains (losses)

included in other comprehensive income ..........cccocoeeeennne 260.3 (116.6) 28.5
Balance at end of Year.......ccoocveveieneriineneneeneee e $1,318.8 $1,019.0 $1,123.7
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In conjunction with the December 31, 1997 acquisition of the Confederation Life business, PVFP of $141.2 million is
reflected as an element of deferred acquisition costs. The estimated amount to be amortized for the years ending December
31, 2002, 2003, 2004, 2005 and 2006 is $10.3 million, $9.2 million, $7.9 million, $6.1 million and $4.8 million, respectively.
The following is an analysis of PVFP for the years ended December 31:

1999 2000 2001
(in millions)
Balance at beginning of year ...... $136.8 $112.7 $ 969
AMOTtiZAtioNn......ccocevveererienernrnne (24.1) (15.8) (16.3)
Balance at end of year................. $112.7 $ 96.9 $ 80.6

Interest accrued on the unamortized PVFP balance for the years ended December 31, 1999, 2000 and 2001 was $8.9 million,

$7.3 million and $5.8 million, respectively. Interest is accrued at 7.25% on the whole life business and 5.85% on the
universal life business.

In the fourth quarter of 2000, Phoenix's Board of Directors approved management's recommendation to reallocate assets
supporting Phoenix's participating life policies. This asset reallocation resulted from (1) the execution of Phoenix's wealth
management strategy and the resulting significant change in the composition of new life insurance annualized premiums and
(2) a review of assets appropriate for the closed block that would be established if Phoenix reorganized from a mutual life
insurance company to a stock life insurance company in 2001. This reallocation impacted the estimated future gross margins
used to determine the amortization of DAC for participating policies. Accordingly, the revisions to estimated future gross
margins resulted in a $218.2 million charge to earnings ($141.8 million, net of tax).

20. Minority Imterest

Phoenix's interests in PFG Holdings, Main Street Management and Seneca Capital Management L.LC (“Seneca”™) are
represented by ownership of approximately 67%, 91% and 68%, respectively, of the outstanding shares of common stock at
December 31, 2001. Earnings and equity attributable to minority stockholders are included in minority interest in the
Consolidated Financial Statements.

During 2000, PXP recorded $32.9 million in additional paid-in capital in connection with the exercise of employee stock
options and the conversion to common shares by convertible debenture holders. The increase in minority interest associated
with these transactions was $27.0 million. In addition, Phoenix reported a $5.9 million increase in equity as a majority
interest in stock issuance transactions in the Consolidated Statements of Changes in Stockholders’ Equity and
Comprehensive Income, representing its share of the difference between exercise price and net book value.

21. PXP Stock Purchase and Award Plans

Restricted stock

Until December 31, 2000, restricted shares of PXP's common stock were issued to certain officers under the provisions of an
approved restricted stock plan. Restricted stock was issued at the market value of a share of PXP's common stock on the date
of the grant. If a participant's employment terminated due to retirement, death or disability, the restrictions expired and the
shares became fully vested. If a participant terminated employment for any other reason, the non-vested shares of restricted
stock were forfeited. The restricted stock vested in even annual installments over a three-year period from the date of the
grant. Dividends declared were paid in cash as the restrictions lapsed. Restricted shares were first granted during 1998. At
December 31, 1999 and 2000, 291,237 and 605,040 shares of restricted stock were outstanding, respectively. The market
value of the restricted stock at the time of the grant was recorded as unearned compensation in a separate component of
stockholders' equity and was amortized to expense over the restricted period. During 1999 and 2000, $1.7 million and $2.4
million, respectively, was charged to compensation expense relating to the plan.

In accordance with the merger agreement (see Purchase of Phoenix Investment Partners, Ltd. minority interest at note 4), all
restricted stock shares and stock options outstanding as of December 31, 2000, became fully vested on January 11, 2001 and
were cashed out.

F-42




Notes to Consolidated Financial Statements (continued)

Restricted stock grants

Average

Common Market
Shares Value
Balance, December 31, 1998 243,130 $8.40
Awarded ........oovorvnnereennnn. 195,067 7.74
Earned........cocvvvevverieennns (105,623) 8.18
Forfeited ........ccocoveveerennee. (41,337) 8.08
Balance, December 31, 1999 291,237 $8.08
Awarded ....ccooveirieiinenn, 467,382 6.31
Earned........ccccovcviivereenenenen (127,612) 8.10
Forfeited ......oovevervivvereennen (25,967) 8.02
Balamce, December 31, 2000 605,040 $6.71
Awarded ........ccovverivienennns — —
Earned.......cccccevvvivvnnnnnn, (604,473) 6.71
Forfeited ........oocceveeerereennnns (567) 7.63
Balance, December 31, 2001 — § —

Stock option plans

PXP had reserved a total of 14.7 million shares of company common stock to be granted under three stock option plans: the
1989 Employee Stock Option Plan (“Employee Option Plan”), the 1989 Employee Performance Stock Option Plan
(“Performance Plan™) and the 1992 Long-Term Stock Incentive Plan (“1992 Plan”).

The Compensation Committee of PXP's Board of Directors administered the 1992 Plan, designated which employees and
outside directors participated in it and determined the terms of the options to be granted. Under the 1992 Plan, participants
were granted non-qualified options to purchase shares of common stock of PXP at an option price equal to not less than 85%
of the fair market value of the common stock at the time the option was granted. The options held by a participant terminated
no later than ten years from the date of grant. Options granted under the 1992 Plan vested, on average, in even annual
installments over a three-year period from the date of grant.

Outstanding Options

Weighted

Average

Common Exercise

Shares Price

Balance, December 31, 1998 7,399,964 $7.66
Granted ......cooeovvivneeenennnn. 1,344,727 7.75
Exercised ...ocoevvvvievininnnn (453,263) 5.94
Canceled.........ueeeeenee... (9,999) 7.71
Forfeited .....ccooevvevvenennne. (353,554) 8.20
Balance, December 31, 1999 7,927,875 $7.75
Granted ........... ST 665,193 7.54
Exercised .....ccccvvevvveennns (893,758) 7.42
Canceled ........ooevuveeenne. (100) 7.75
Forfeited ....c.occoeovvvvennnnne (691,633) 7.89
Balance, December 31, 2000 7,007,577 $7.75
Granted .....cocooeveverninnnnns — —
Exercised ......coevveveveennns — —
Canceled .......cccoovevvvvennn. (7,007,444) 7.75
Forfeited .....c...coovveevnnnnen. (133) 7.75
Balance, December 31, 2001 — $§ —
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Exercisable Options

Weighted

Average

Common Exercise

Shares Price

Balance, December 31, 1998 3,529,833 $7.27
Became exercisable .......... 1,962,396 7.78
Exercised .....coeerervernvennen. (453,263) 5.94
Canceled ........cccovvereervennnn. (9,999) 7.71
Forfeited .......cccooveveriecnannns (159,674) 8.14
Balance, December 31, 1999 4,869,293 $7.57
Became exercisable .......... 2,008,728 7.93
Exercised .....ccoovvevvieieenenns (893,758) 7.42
Canceled........cooevvereenennen (160) 7.75
Forfeited ........ccccvevuiveennnn. (483,678) 7.97
Balance, December 31, 2000 5,500,485 $7.70
Became exercisable .......... 1,507,092 7.26
Exercised .......cocveevvevreeane. — —
Canceled .......cccoverviivvennenn, (7,007,444) 7.75
Forfeited .........ccoeeveviveennnns (133) 7.75
Balance, December 31, 2001 — § —

PXP recognized compensation expense in January 2001 of $1.5 million as a result of the change in the restricted stock
vesting provisions. In addition, PXP recognized compensation expense of $57.0 million related to the cash out of all
outstanding options.

Pro forma information

PXP has adopted the disclosures-only provisions of SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS
123”). Accordingly, no compensation cost has been recognized for the stock option plans, and compensation for restricted
stock grants has been recorded in accordance with APB Opinion No. 25, Accounting for Stock Issued to Employees. Had
compensation cost for the PXP stock option and restricted stock plans been determined based on the fair value at the grant
date for awards in 1999 and 2000 consistent with the provisions of SFAS 123, Phoenix's income from continuing operations
would have been reduced to the pro forma amounts indicated below.

Year Ended December 31,
1999 2000 2001
(im millions)
Income (loss) from continuing operations, as reported $162.1 $94.8 $ (137.3)
Income (loss) from continuing operations, pro forma $160.9 $94.0 $(139.9)

The weighted average fair values at date of grant for options granted during 1999 and 2000 were $2.43 and $2.50,
respectively, and were estimated using the Black-Scholes option valuation model with the following weighted average
assumptions used for the grants in 1999 and 2000, respectively: dividend yield of 2.62% and 2.66%; expected volatility of
25.2% and 27.7%; risk-free interest rate of 5.6% and 6.7% and expected lives of six years.

The options used to estimate the weighted average fair values of options granted in 1999 and 2000 were options to purchase
11,620 and 1,620 shares of common stock, respectively, under the Employee Option Plan; and options to purchase 7,916,255
and 7,005,957 shares of common stock, respectively, under the 1992 Plan. During 1999, the remaining outstanding options
under the Performance Plan were exercised. During 2001, the remaining outstanding options under the Employee Option
Plan and the 1992 Plan became exercisable and were cashed out by PXP in accordance with the merger agreement.

22, Fair Value Disclosures of Financial Instruinents
Other than debt securities being held-to-maturity, financial instruments that are subject to fair value disclosure requirements

(insurance contracts are excluded) are carried in the Consolidated Financial Statements at amounts that approximate fair
value. The fair values presented for certain financial instruments are estimates which, in many cases, may differ significantly

F-44




Notes to Consolidated Financial Statements (continued)
from the amounts which could be realized upon immediate liquidation. In cases where market prices are not available,
estimates of fair value are based on discounted cash flow analyses that utilize current interest rates for similar financial
instruments that have comparable terms and credit quality.
The following methods and assumptions were used to estimate the fair value of each class of financial instruments:
Cash and cash equivalents
The carrying amount of cash and cash equivalents approximates fair value.
Short-term investments

The carrying amount of short-term investments approximates fair value.

Debt securities

Fair values are based on quoted market prices where available or quoted market prices of comparable instruments. Fair values
of private placement debt securities are estimated using discounted cash flows that reflect interest rates currently being
offered with similar terms to borrowers of similar credit quality.

Derivative instruments
Phoenix's derivative instruments include interest rate swap, cap and floor agreements, swaptions and foreign currency swap

agreements. Fair values for these contracts are based on current settlement values. These values are based on brokerage
quotes that utilize pricing models or formulas based upon current assumptions for the respective agreements:.

Equity securities

Fair values are based on quoted market prices where available. If a quoted market price is not available, fair values are
estimated using independent pricing sources or internally developed pricing models.

Mortgage loans

Fair values are calculated as the present value of scheduled payments, with the discount based upon the Treasury rate
comparable for the remaining loan duration, plus a spread of between 130 and 800 basis points, depending on the internal
quality rating of the loan. For loans in foreclosure or default, values were determined assuming principal recovery was the
lower of the loan balance or the estimated value of the underlying property.

Policy loans

Fair values are estimated as the present value of loan interest and policy loan repayments discounted at the ten year Treasury
rate. Loan repayments were assumed only to occur as a result of anticipated policy lapses and it was assumed that annual
policy loan interest payments were made at the guaranteed loan rate less 17.5 basis points. Discounting was at the ten year
Treasury rate, except for policy loans with a variable policy loan rate. Variable policy loans have an interest rate that is reset
annually based upon market rates and therefore, book value is a reasonable approximation of fair value. '

Venture capital partnerships

Fair value of venture capital partnerships is based on the fair value of these partnerships’ underlying investments.

At December 31, 2000, the fair values of the underlying investments were calculated as the closing market prices for
investments that were publicly traded. For investments that were not publicly traded, fair value was based on estimated fair
value as determined by the general partner after giving consideration to operating results, financial conditions, recent sales
prices of issuers' securities and other pertinent information.

At December 31, 2001, for underlying investments that were publicly traded, fair values were calculated using quoted market

prices, applying liquidity discounts to these prices in instances where such discounts were applied in the underlying
partnerships' financial statements. For investments that were not publicly traded, fair value was based on applying a pupiic
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industry sector index to roll the value forward each quarter. Fair value also incorporated adjustments to reflect market events
reported by the partnerships (e.g., new rounds of financing, initial public offerings and writedowns by the general partners).

Investment contracts

In determining the fair value of guaranteed interest contracts, a discount rate equal to the appropriate Treasury rate plus 150
basis points was assumed to determine the present value of projected contractual liability payments through final maturity.
The fair value of deferred annuities and supplementary contracts without life contingencies with an interest guarantee of one
year or less is valued at the amount of the policy reserve. In determining the fair value of deferred annuities and
supplementary contracts without life contingencies with interest guarantees greater than one year, a discount rate equal to the
appropriate Treasury rate plus 150 basis points was used to determine the present value of the projected account value of the
policy at the end of the current guarantee period.

Deposit type funds, including pension deposit administration contracts, dividend accumulations, and other funds left on
deposit not involving life contingencies, have interest guarantees of less than one year for which interest credited is closely
tied to rates earned on owned assets. For such liabilities, fair value is assumed to be equal to the stated liability balances.

Long-term debt

The fair value of surplus notes is determined based on contractual cash flows discounted at market rates. The fair value of
public debt securities was calculated using the quoted market price.

Fair value summary
The estimated fair values of the financial instruments as of December 31 were as follows:
2600 2001
Carrying Fair Carrying Fair

Value Value Value Value
(in millioms)

Financial assets:
Cash and cash equivalents ... $§ 720.0 $ 7200 $ 8155 $ 8155

Short-term investments. ....... 3.8 3.8 8.5 8.5
Debt securities ........oeee cve... 8,058.6 8,077.9 9,599.2 9,599.2
Equity securities .......... ...... 3355 3355 290.9 290.9
Mortgage loans............. ...... 593.4 573.8 535.8 554.1
Derivative instruments.. ...... -- 9.9 10.1 10.1
Policy 1oans ......cccccoeevev vneee 2,105.2 2,182.7 2,172.2 2,252.9
Venture capital partnerships 467.3 467.3 291.7 2917
Total financial assets .... ...... . $12,283.8 $12,370.9 $ 13,7239 $13,822.9
Financial liabilities:

Investment contracts..... ...... $ 7590 $ 7589 $ 1,413.0 $ 1,419.7
Long-term debt.................... 425.1 428.2 599.3 608.9
Total financial liabilities...... $1,184.1 $1,187.1 $ 20123 $ 2,028.6

23. September 11, 2001

For the year ended December 31, 2001, Phoenix Life received life insurance claims relating to the September 11, 2001 terrorist
attacks totaling $11.7 million. Claim costs were $3.7 million, net of reinsurance, of which $2.1 million reduced net income and
$1.6 million were funded by the closed block.

24, Commitments and Contingencies

Litigation. Certain group accident and health reinsurance business has become the subject of disputes concerning the
placement of the business with reinsurers and the recovery of the reinsurance. See note 14— "Discontinued Operations.”

Under the terms of the Capital West Asset Management, LLC (“CapWest”) purchase agreement, PXP may be obligated to

pay more for their initial ownership interest in 2005 depending upon CapWest’s future revenue growth through 2004. In
addition, under the terms of the purchase agreement, PXP will purchase an additional 10% ownership interest in CapWest.
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Under the terms of an agreement executed in 2001 to purchase a majority interest in KAR, PXP will purchase an additional
15% ownership interest by 2007. PXP may be obligated to pay additional sums in 2004 for their initial 60% interest based
upon management fee revenue growth through 2003.

Under the terms of the Seneca purchase agreement, PXP may be obligated to pay more for their ownership interest in 2002
and future years to the extent there is future growth in Seneca’s revenues.

Phoenix makes off-balance sheet commitments related to venture capital partnerships. As of December 31, 2001, total
unfunded capital commitments were $166.8 million.

25. Statutery Financial Information

Phoenix’s insurance subsidiaries are required to file annual statements with state regulatory authorities prepared on an
accounting basis prescribed or permitted by such authorities. Except for the accounting policy involving federal income taxes
described next, there were no material practices not prescribed by the Insurance Department of the State of New York
(“Insurance Department”), as of December 31, 2000 and 2001. Phoenix's statutory federal income tax liability is principally
based on estimates of federal income tax due. A deferred income tax liability has also been established for estimated taxes on
unrealized gains for common stock and venture capital equity partnerships. Current New York Insurance Law does not allow
the recording of deferred income taxes. Phoenix has received approval from the Insurance Department for this practice.

Statutory surplus differs from equity reported in accordance with GAAP for life insurance companies primarily because
policy acquisition costs are expensed when incurred, investment reserves are based on different assumptions, surplus notes
are included in surplus rather than debt, post-retirement benefit costs are based on different assumptions and reflect a
different method of adoption, life insurance reserves are based on different assumptions and income tax expense reflects only
taxes paid or currently payable. Statutory net income and surplus are as follows:

1999 2000 2001
(in millions)
Statutory net inCome..........ccovevs veveveerenene. $ 1313 $ 266.1 $ (13.4)
Statutory surplus, surplus notes and AVR 1,427.3 1,883.2 1,373.2

In 1998, the National Association of Insurance Commissioners (NAIC) adopted the Codification of Statutory Accounting
Principles guidance, which replaces the current accounting practices and procedures manual as the NAIC’s primary guidance
on statutory accounting as of January 1, 2001. The codification provides guidance for areas where statutory accounting has
been silent and changes current statutory accounting in some areas, e.g. deferred income taxes are recorded.

The Insurance Department has adopted the codification guidance, effective January 1, 2001. The effect of adoption decreased
the statutory surplus of the insurance subsidiaries by $66.4 million, primarily as a result of non-admitting certain assets and
recording increased investment reserves. :

26. Pro forma Earnings Per Share

The following earnings per share table is calculated pro forma based on 104.6 million weighted-average shares outstanding
for 1999, 2000 and 2001. The pro forma weighted-average shares outstanding calculation excludes the period of time before
the IPO during which no common stock shares were issued.

For the Year Ended December 31,

1599 2000 2001
Basic earnings per commeon share: (im millions, except per share data)

Income (loss) from continuing operations...................... $1.55 $.91 $(1.3D
Loss 0n disposal.......coceiiicriiciiininconicie e (1.05) (.20) --
Discontinued 0perations..........c.ceerevrirecisiereerreesesennene 35 .09 -
Income (loss) before cumulative effect of accounting

ChANEES... oot .85 .80 (1.31)
Cumulative effect of accounting changes...............cco...... -- -- (.63)

Net income (I0SS)....ceviereeriereceeecentrereeietrsernsreseeesienees $ .85 $ .80 $(1.94)
Pro forma weighted-average shares used in basic

earnings per share calculation...........cocvviiieiereccnnnnne. 104.6 104.6 104.6




Notes to Consolidated Financial Statements (continued)

27, Subsequent Events

On January 7, 2002, Phoenix’s Board of Directors authorized the repurchase of up to five million shares of the company’s
outstanding common stock, in addition to the share repurchase program of up to six million shares announced September 17,
2001. Under the repurchase program, purchases will be made from time to time on the open market or in negotiated
transactions, subject to market prices and other conditions. No time limit was placed on the duration of the program which
may be modified, extended or terminated at any time. Management’s current intention is to complete the program within
twelve to eighteen months.

On January 9, 2002, Phoenix Charter Oak Trust, a trust company chartered in Connecticut, converted to a national trust bank
and changed its name to Phoenix National Trust Company (“Phoenix National”), a wholly-owned subsidiary of Phoenix.
Phoenix National will provide comprehensive trust, custody and other fiduciary services nationwide.

On November 12, 2001, PXP signed a definitive agreement to acquire a majority interest in KAR. The acquisition was
completed on January 29, 2002. Under the agreement, PXP purchased an initial 60% interest, with future purchases of an
additional 15% by 2007. The remaining ownership interests in KAR were retained by its management. In addition to the
cash payment of approximately $100 million made at closing, a subsequent payment may be made in 2004 based upon
management fee revenue growth of the purchased business through 2003. KAR, based in Los Angeles, California, had
approximately $7.5 billion in assets under management at the time of the closing.
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REPORT OF INDEPENDENT ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULE

To the Board of Directors
of The Phoenix Companies, Inc.

Our audits of the consolidated financial statements referred to in our report dated February 5, 2002 appearing in Item 8 of this
Form 10-K of The Phoenix Companies, Inc. also included an audit of the financial statement schedule listed in Item 14 of this
Form 10-K. In our opinion, this financial statement schedule presents fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements.

Hartford, Connecticut
February 5, 2002
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THE PHOENIX COMPANIES, INC.
Schedule II - Condensed Financial Information of The Phoenix Companies, Inc.
Balance Sheet

As of December 31,

2001

ASSETS

Investments:
Investments in subsidiaries
Cash and cash equivalents
Notes receivable
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS® EQUITY
Liabilities:
Long-term debt (note 9)
Other liabilities
Total liabilities
Commitments and contingencies (note 24)
Stockholders’ Equity:
Common stock ($.01 par value, 1.0 billion shares authorized; 101.9 million
shares outstanding at December 31, 2001)
Treasury stock, at cost (4.5 million shares at December 31, 2001)
Additional paid-in capital
Accumulated defiCit.......ooiiiiiiiiriiiierre e et e
Accumulated other comprehensive income
Total stockholders’ equity
Total liabilities and stockholders’ equity

..............................................................................................

Statement of Income

(im millions,
except share data)

$ 23252
205.0
150.0

17.2

$ 2,697.4

$ 2992
25
301.7

1.0
(66.0)
2,4104
(30.3)
81.1
2,395.7

$ 2,697.4

notes thereto.
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For the Year
Ended
December 31,
2001
(in miltions,
except
earnings per
share)
Revenues:
INtETCOMPANY INMCOIMC ... .o itereriineirerreereenbseeieere st tr st eeesenes teenssresberesrenisseesanrsresbseesannsen $ 1.8
TOLAl TEVEIMUES ..ottt ettt et sttt st be e e sbe s enes 1.8
Benefits and expenses:
Other Operating EXPeNSES ....c.c.uerevrerirririererereeritere s st sre st e st b esecanesasesteresanesasnness 44.9
TOtAl EXPETISES ..cveriieiiiiiiiiiceete ettt ettt s s s nes 44.9
Loss from continuing operations before income taxes and equity in earnings of and interest
earned from investments in unconsolidated subsidiaries and affiliates..............coeevenee. (43.1)
INCOME LAX DERETIL ......oiiviir it e e e e e e s r e st aresaae s beneaesbaesaeannen (8.0)
Loss from continuing operations before equity in earnings of and interest earned from
investments in unconsolidated subsidiaries and affiliates .........ccceevveivireieeeieveecriee e e 35.1H)
Equity in earnings of and interest earned from investments in unconsolidated subsidiaries
AN AIFTHALES .o eveeeeeee et ecer e e erete e e st e e v s s s ssesesbeeesenresesasesassraessrabessaesstenesnneessns (167.6)
INEE 1O8S 1ttt ettt sttt n et s s b e s e R e b e bbb e r e e e n b et sb e $ (202.7)
Pro forma earnings per share (DOLE 20) .......cccoiieriierieniinine it ee e § 1.94)

The condensed financial information should be read in conjunction with the audited consolidated financial statements and




Notes to Consolidated Financial Statements (continued)

27, Subsequent Events

Cn January 7, 2002, Phoenix’s Board of Directors authorized the repurchase of up to five million shares of the company’s
outstanding common stock, in addition to the share repurchase program of up to six million shares announced September 17,
2001. Under the repurchase program, purchases will be made from time to time on the open market or in negotiated
transactions, subject to market prices and other conditions. No time limit was placed on the duration of the program which
may be modified, extended or terminated at any time. Management’s current intention is to complete the program within
twelve to eighteen months.

On January 9, 2602, Phoenix Charter Qak Trust, a trust company chartered in Connecticut, converted to a national trust bank
and changed its name to Phoenix National Trust Company (“Phoenix National”), a wholly-owned subsidiary of Phoenix.
Phoenix National will provide comprehensive trust, custody and other fiduciary services nationwide.

On November 12, 2001, PXP signed a definitive agreement to acquire a majority interest in KAR. The acquisition was
completed on January 29, 2002. Under the agreement, PXP purchased an initial 60% interest, with future purchases of an
additional 15% by 2007. The remaining ownership interests in KAR were retained by its management. In addition to the
cash payment of approximately $100 million made at closing, a subsequent payment may be made in 2004 based upon
management fee revenue growth of the purchased business through 2003. KAR, based in Los Angeles, California, had
approximately $7.5 billion in assets under management at the time of the closing.
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REPORT OF INDEPENDENT ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULE

To the Board of Directors
of The Phoenix Companies, Inc.

Our audits of the consolidated financial statements referred to in our report dated February 5, 2002 appearing in Item 8 of this
Form 10-K of The Phoenix Companies, Inc. also included an audit of the financial statement schedule listed in Item 14 of this
Form 10-K. In our opinion, this financial statement schedule presents fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements.

Hartford, Connecticut
February 5, 2002
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THE PHOENIX COMPANIES, INC.

Schedule II — Condensed Financial Information of The Phoenix Companies, Inc.

Balance Sheet

ASSETS

Investments:
Investments in SUDSIAIATIES .. .ceiiiveeeriereiieeiie it stere e e ssre e e seesae s e e eser e e sbeeerasansas
Cash and cash QUIVAIEIILS .......ccviivririereirin ettt er e
INOLES TECEIVADIE ...ei ittt e et e e at e etbe e e sebaessebe e e emnenessasbanenes
OHNET ASSEIS 1.vviveveeveeiciie et iceieiets ittt reasseeeceeeeetseasasssnss satseseastseasnsseasecenssantnterssnnneran
TOAL @SSELS ...vveeeciriireeitiececiieee et e e s et st e et aeassrbe s s taee e trssessbeseeabneesasnsbeaantbeesnns
LIABILITIES AND STOCKHOLDERS® EQUITY
Liabilities:
Long-term debt (O 9).....ovvvmiriiriiiiiiic et
OHher HABIIIES .. veevii e ettt cre ettt e e ease s e st e eeser e st besabanesbbesnsaensnes
TOtAl HADIIITIES v cviieerii ettt e s enre b st esreesbe s enuresasseertaesnnees
Commitments and contingencies (note 24)
Stockholders’ Equity:
Common stock ($.01 par value, 1.0 billion shares authorized; 101.9 million
shares outstanding at December 31, 2001) ..o e,
Treasury stock, at cost (4.5 million shares at December 31, 2001) .......cccovvverecreene,
Additional paid-in CaPItal.........c.ccviivieriiiiciiiri e e
AccuMUIAtEd AEFICIt.. . vieviieiieetii ettt ccrr e srerste v e ear s eare s esraeesabeseneennes
Accumulated other comprehensive INCOME .........coovveveviceieree e ere e
Total StockhOlders’ EQUILY ......ccccriciriiierieneeeeic ettt
Total liabilities and stockholders’™ eqUity....c..c.evvevinieiicinrenienncereetceere e

Statement of Income

Revenues:
INETCOMPANY INCOMIE......cvetereteeeirecinicrcetentet e seecsie sttt etstesasesees e st ebeseesbenesassenseaeane
TOtal TEVENUES .......eeveereiie et ettt ee e s st e st sae s aesbeesae e e b asbaansessaenns
Benefits and expenses:
Other OPErating EXPETMSES ..ccveirririereiiitetttent e erte et et e ettt a st et eseenesbesne s teraserasensen
TOTAL @XPEIISES .- teveearreerierrenteereereeeeresreaeseesseesraessassesssesasasteessessesssesssssessasesssensesssensesens
Loss from continuing operations before income taxes and equity in earnings of and interest
earned from investments in unconsolidated subsidiaries and affiliates............cccccecerrnen,
INCOME £AX DENETIL . ...oiiitiiiie ettt e st asee st erae e atnns
Loss from continning operations before equity in earnings of and interest earned from
investments in unconsolidated subsidiaries and affiliates .........cccocecvvveerinceninncniciccriien,
Equity in earnings of and interest earned from investments in unconsolidated subsidiaries
AN AFFIIALES L..oeureeere i ettt et sabe et b e teeate e
INEE LOSS ottt ettt st st b ettt et e ettt s et ettt e e sane e aseeaesae e

Pro forma earnings per share (NOLE 26) .......c.ccuviievrrrnuereeriireinieenineiree et ssesesessnnns

The condensed financial information should be read in conjunction with the audited consolidated financial statements and

notes thereto.
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As of December 31,

2801

(in miflions,

except share data)

$ 23252
205.0
1560.0

17.2

$ 26974

$ 2992
2.5
301.7

1.0
(66.0)
2,410.4
(30.8)
81.1
2,395.7

$ 26974

For the Year
Ended
December 31,
2001

{in millions,
except
earnings per
share)

$ 1.8

1.8

44.9

44.9

43.1)
(8.0)

(35.1)

(167.6)

$ (202.7)

$ (194




THE PHCENIX COMPANIES, INC.
Schedule I - Condensed Financial Information of The Phoenix Companies, Inc.
Statement of Cash Flows

Cash flows from operating activities:

N LSSt itirerireriiiiiiiiee it er s e s esssssiseereresere e ssacasarssssnrnrens

Adjustments to reconcile net income to net cash provided
by operating activities:
Equity in undistributed earnings of affiliates

Cash flows from investing activities:
Dividends received from unconsolidated subsidiaries

Cash flows from financing activities:
Issuance of common stock..

Purchase of treasury stock..

Payments to Life Company to relmburse for pohcyholder
credits and payments in lieu of stock.......c.ccoovericencciinicnnnns

Proceeds from borrowings. ..

Net cash provided by ﬁnancmg actlvmes .................................

Net change in cash and cash equivalents...

Cash and cash equivalents, beginning of year.. e
Cash and cash equivalents, end of year...............cociine

The condensed financial information should be read in conjunction with the audited consolidated financial statements and

notes thereto.
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Increase in 1eceivables. ...ooviviviee et eness
Change in other assets/other liabilities, net................ ...
Net cash used for operating activities.........ccocovvevevvcriiicinnenee

Capital contributed to unconsolidated subsidiaries..........cccceeee
Purchase of subsidiaries............coooviiierinis
Net cash used for investing aCtiVities........eccviervierernrn et vir e nrienieniens

For the Year Ended December 31,
2001
(in millions)
$(202.7)

167.6
(156.0)
(6.9)
(192.0)

1323

(90.6)
(659.8)
(618.1)

831.0
(64.6)

(41.4)
290.1
1,015.1
205.0

$ 205.0
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EXHIBIT INDEX

Plan of Reorganization

Form of Amended and Restated Certificate of Incorporation of The Phoenix Companies, Inc. (incorporated
herein by reference to Exhibit 3.1 to The Phoenix Companies, Inc. Registration Statement on Form S-1
(Registration No. 333-73896), filed on November 21, 2001, as amended)

Form of By-Laws of The Phoenix Companies, Inc. (incorporated herein by reference to Exhibit 3.1 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-73896), filed on
November 21, 2001, as amended)

Indenture, dated as of December 27, 2001, between The Phoenix Companies, Inc. and SunTrust Bank, as
Trustee*

Specimen of global bond, dated as of December 27, 2001, issued by The Phoenix Companies, Inc.*

Phoenix Home Life Mutual Insurance Company Long-term Incentive Plan (incorporated herein by reference
to Exhibit 10.1 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

The Phoenix Companies, Inc. Stock Incentive Plan (incorporated herein by reference to Exhibit 10.2 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Phoenix Home Life Mutual Insurance Company Mutual Incentive Plan (incorporated herein by reference to
Exhibit 10.3 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

The Phoenix Companies, Inc. Directors Stock Plan (incorporated herein by reference to Exhibit 10.4 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Phoenix Home Life Mutual Insurance Company Excess Benefit Plan (incorporated herein by reference to
Exhibit 10.5 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

Amendment to Phoenix Home Life Mutual Insurance Company Excess Benefit Plan (incorporated herein by
reference to Exhibit 10.6 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-55268), filed on February 9, 2001, as amended)

Second Amendment to Phoenix Home Life Mutual Insurance Company Excess Benefit Plan (incorporated
herein by reference to Exhibit 10.1 to The Phoenix Companies, Inc. Registration Statement on Form S-1
(Registration No. 333-55268), filed on February 9, 2001, as amended)

Third Amendment to The Phoenix Companies, Inc. Excess Benefit Plan, as amended and restated effective
January 1, 1988*

Fourth Amendment to The Phoenix Companies, Inc. Excess Benefit Plan, as amended and restated effective
January 1994*

Phoenix Home Life Mutual Insurance Company Excess Investment Plan (incorporated herein by reference to
Exhibit 10.8 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

Amendment to Phoenix Home Life Mutual Insurance Company Excess Investment Plan (incorporated herein
by reference to Exhibit 10.9 to The Phoenix Companies, Inc. Registration Statement on Form S-1
(Registration No. 333-55268), filed on February 9, 2001, as amended)

Second Amendment to Phoenix Home Life Mutual Insurance Company Excess Investment Plan
(incorporated herein by reference to Exhibit 10.10 to The Phoenix Companies, Inc. Registration Statement on
Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)

Third Amendment to Phoenix Home Life Mutual Insurance Company Excess Investment Plan (incorporated
herein by reference to Exhibit 10.11 to The Phoenix Companies, Inc. Registration Statement on Form S-1
(Registration No. 333-55268), filed on February 9, 2001, as amended)

Nongqualified Supplemental Executive Retirement Plan for Certain Employees of Phoenix Home Life Mutual
Insurance Company (incorporated herein by reference to Exhibit 16.12 to The Phoenix Companies, Inc.
Registration Staterment on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Amendment to Nongualified Supplemental Executive Retirement Plan for Certain Employees of Phoenix
Home Life Mutual Insurance Company (incorporated herein by reference to Exhibit 10.13 to The Phoenix
Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9,
2001, as amended)

Second Amendment to Nonqualified Supplemental Executive Retirement Plan for Certain Employees of
Phoenix Home Life Mutual Insurance Company (incorporated herein by reference to Exhibit 10.14 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Third Amendment to Nonqualified Supplemental Executive Retirement Plan for Certain Employees of
Phoenix Home Life Mutval Insurance Company (incorporated herein by reference to Exhibit 10.15 to The
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10.31

10.32
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10.34

10.35
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Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended) ’
Fourth Amendment to Nonqualified Supplemental Executive Retirement Plan for Certain Employees of
Phoenix Home Life Mutual Insurance Company (incorporated herein by reference to Exhibit 10.16 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Reglstratlon No. 333-55268), filed on
February 9, 2001, as amended)

Fifth Amendment to Nonqualified Supplemental Executive Retirement Plan for Certain Employees of
Phoenix Home Life Mutual Insurance Company (incorporated herein by reference to Exhibit 10.62 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Reglstratlon No. 333-55268), filed on
February 9, 2001, as amended)

Sixth Amendment to The Phoenix Companies, Inc. Non-qualified Supplemental Executive Retirement Plan,
as amended and restated effective January 1, 1989*

Second Amendment to The Phoenix Investment Partners, Ltd Non-qualified Profit Sharing Plan, effective
January 1, 1997*

Phoenix Duff & Phelps Nonqualified Profit Sharing Plan (incorporated herein by reference to Exhibit 10.17
to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Amendment to Phoenix Duff & Phelps Nonqualified Profit Sharing Plan (incorporated herein by reference to
Exhibit 10.18 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

Change of Control Agreement, dated November 6, 2000, with Robert W. Fiondella (incorporated herein by
reference to Exhibit 10.19 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-73896), filed on November 21, 2001, as amended)

Change of Control Agreement, dated November 6, 2000, with Dona D. Young (incorporated herein by
reference to Exhibit 10.20 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-73896), filed on November 21, 2001, as amended)

Change of Control Agreement, dated November 6, 2000, with David W. Searfoss (incorporated herein.by
reference to Exhibit 10.21 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-73896), filed on November 21, 2001, as amended)

Change of Control Agreement, dated February 1, 2001, with Philip R. McLoughlin (incorporated herein by
reference to Exhibit 10.22 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-73896), filed on November 21, 2001, as amended)

Change of Control Agreement, dated November 6, 2000, with Carl T. Chadburn (incorporated herein by
reference to Exhibit 10.23 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-73896), filed on November 21, 2001, as amended)

Change of Control Agreement, dated February 1, 2001, with Simon Y. Tan*

Stockholder Rights Agreement, dated as of june 19, 2001 (incorporated herein by reference to Exhibit 10.24
to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-73896), filed on
November 21, 2001, as amended)

Fiscal Agency Agreement, dated as of November 25, 1996, between Phoenix Home Life Mutual Insurance
Company, as Issuer and The Bank of New York as Fiscal Agent (incorporated herein by reference to Exhibit
10.24 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended)

Global Note, dated as of November 25, 1996, between Phoenix Home Life Mutual Insurance Company,
Bear, Stearns & Co, Inc., Chase Securities Inc., Merrill Lynch & Co. and The Bank of New York
(incorporated herein by reference to Exhibit 10.25 to The Phoenix Companies, Inc. Registration Statement on
Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)

Binder of Reinsurance, dated as of September 30, 1999, between Phoenix Home Life Mutual Insurance
Company, American Phoenix Life & Reassurance Company and European Reinsurance Company of Zurich
(Bermuda Branch)(+) (incorporated herein by reference to Exhibit 10.36 to The Phoenix Companies, Inc.
Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Amendment No. 1, dated as of February 1, 2000, to the Binder of Reinsurance, dated as of September 30,
1999, between Phoenix Home Life Mutual Insurance Company, American Phoenix Life & Reassurance
Company and European Reinsurance Company of Zurich (Bermuda Branch)(+) (incorporated herein by
reference to Exhibit 10.37 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-55268), filed on February 9, 2001, as amended)

Acquisition Agreement, dated as of December 15, 1998, by and among Phoenix Investment Partners, Ltd.,
and Zweig/Glasser Advisers, Euclid Advisors LLC, Zweig Advisors Inc., Zweig Total Return Advisors, Inc.,
Zweig Securities Corp. and Named Equityholders (incorporated herein by reference to Exhibit 10.38 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Amendment No. 1, dated as of March 1, 1999 to the Acquisition Agreement by and among Phoenix
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10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

Investment Partners, Ltd., and Zweig/Glasser Advisers, Euclid Advisors LLC, Zweig Advisors Inc., Zweig
Total Return Advisors, Inc., Zweig Securities Corp. and Named Equityholders (incorporated herein by
reference to Exhibit 10.39 tc The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-55268), filed on February 9, 2001, as amended)

Stock Purchase Agreement, dated as of March 29, 1999, by and among Hilb, Royal and Hamilton, PM
Holdings, Inc., Phoenix Home Life Mutual Insurance Company and Martin L. Vaughn, [II (incorporated
herein by reference to Exhibit 10.40 to The Phoenix Companies, Inc. Registration Statement on Form S-1
(Registration No. 333-55268), filed on February 9, 2001, as amended)

Stock Purchase Agreement, dated as of June 23, 1999, between Banco Suquia S.A and PM Holdings, Inc.
(incorporated herein by reference to Exhibit 10.41 tc The Phoenix Companies, Inc. Registration Statement on
Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)

Asset Purchase Agreement, dated as of May 19, 1999, by and between Phoenix Home Life Mutual Insurance
Company and ERC Life Reinsurance Corporation (incorporated herein by reference to Exhibit 10.42 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Acquisition Agreement, dated as November 10, 1999, beiween Selling Management Shareholders, Aberdeen
Asset Management PLLC, The Standard Life Assurance Co., The Non-Selling Management Shareholders,
Lombard International Assurance SA and PM Holdings, Inc. (incorporated herein by reference to Exhibit
10.43 1o The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended) '

Stock Purchase Agreement, dated as of November 12, 1999, by and between TCW/EMCO Holding LLC and
PM Holdings, Inc. (incorporated herein by reference to Exhibit 10.44 to The Phoenix Companies, Inc.
Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Stock Purchase and Exchange Agreement, dated as of December 9, 1999, by and among GE Financial
Assurance Holdings, Inc., GE Life and Annuity Assurance Company, PM Holdings, Inc. and Phoenix Group
Holdings, Inc. (incorporated herein by reference to Exhibit 10.45 to The Phoenix Companies, Inc.
Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Amendment No. 1, dated as of December 29, 1999, to the Stock Purchase and Exchange Agreement, dated as
of December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity
Assurance Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference
to Exhibit 10.46 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

Amendment No. 2, dated as of February 23, 2000, to the Stock Purchase and Exchange Agreement, dated as
of December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity
Assurance Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference
to Exhibit 10.47 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)

Amendment No. 3, dated as of April 1, 2000, to the Stock Purchase and Exchange Agreement, dated as of
December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity Assurance
Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference to Exhibit
10.48 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended)

Amendment No. 4, dated as of April 1, 2000, to the Stock Purchase and Exchange Agreement, dated as of
December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity Assurance
Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference to Exhibit
10.49 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended)

Amendment No. 5, dated as of April 1, 2000, to the Stock Purchase and Exchange Agreement, dated as of
December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity Assurance
Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference to Exhibit
10.50 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended)

Amendment No. 6, dated as of April 1, 2000, to the Stock Purchase and Exchange Agreement, dated as of
December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity Assurance
Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference to Exhibit
10.51 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268),
filed on February 9, 2001, as amended)

Amendment No. 7, dated as of October 31, 2000, to the Stock Purchase and Exchange Agreement, dated as
of December 9, 1999, by and among GE Financial Assurance Holdings, Inc., GE Life and Annuity
Assurance Company, PM Holdings, Inc. and Phoenix Group Holdings, Inc. (incorporated herein by reference
to Exhibit 10.52 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-
55268), filed on February 9, 2001, as amended)
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10.52

10.53

10.54

10.55

10.56

10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65
10.66

Agreement and Plan of Merger, dated as of September 10, 2000, among PM Holdings, Inc., Phoenix
Investment Partners, Ltd. and Phoenix Home Life Mutual Insurance Company (incorporated herein by
reference to Exhibit 10.53 to The Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration
No. 333-55268), filed on February 9, 2001, as amended) .
First Supplemental Indenture, dated as of January 10, 2001, between Phoenix Investment Partners, Ltd. and
Harris Trust and Savings Bank (incorporated herein by reference to Exhibit 10.56 to The Phoenix
Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9,
2001, as amended) v

Employment-Related Agreement, dated as of December 20, 2000, between Phoenix Home Life Mutual
Insurance Company and Robert W. Fiondella (incorporated herein by reference to Exhibit 10.57 to The
Phoenix Companies, [nc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Employment-Related Agreement, dated as of December 20, 2000, between Phoenix Home Life Mutual
Insurance Company and Dona D. Young (incorporated herein by reference to Exhibit 10.58 to The Phoenix
Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9,
2001, as amended)

Employment-Related Agreement, dated as of December 20, 2000, between Phoenix Home Life Mutual
Insurance Company and Carl T. Chadburn (incorporated herein by reference to Exhibit 10.59 to The Phoenix
Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9,
2001, as amended)

Employment-Related Agreement, dated as of December 20, 2000, between Phoenix Home Life Mutual
Insurance Company and David W. Searfoss (incorporated herein by reference to Exhibit 10.60 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Employment-Related Agreement, dated as of February 1, 2001, between Phoenix Home Life Mutual
Insurance Company and Philip R. McLoughlin (incorporated herein by reference to Exhibit 10.61 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Employment-Related Agreement, dated as of December 20, 2000, between Phoenix Home Life Mutual
Insurance Company and Simon Y Tan*

Credit Agreement, dated as of June 11, 2001, between The Phoenix Companies, Inc., Phoenix Home Life
Mutual Insurance Company, Bank of America, N.A., and Fleet Bank, as Syndication Agents, Bank of
Montreal, as Administrative Agent, Deutsche Bank AG and Key Bank National Association, as
Documentation Agents, Banc of America Securities LLC and Fleet Securities, Inc., as Joint Lead Arrangers
and Joint Book Managers (incorporated herein by reference to Exhibit 10.63 to The Phoenix Companies, Inc.
Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Subordination Agreement, dated as of June 11, 2001 between Phoenix Home Life Mutual Insurance
Company and Phoenix Investment Partners, Ltd. (incorporated herein by reference to Exhibit 10.64 to The
Phoenix Companies, Inc. Registration Statement on Form S-1 (Registration No. 333-55268), filed on
February 9, 2001, as amended)

Credit Agreement, dated as of June 15, 2001, between The Phoenix Companies, Inc., The Financial
Institutions Party thereto, and Fleet National Bank, as Administrative Agent, arranged by Fleet Securities,
Inc. (incorporated herein by reference to Exhibit 10.65 to The Phoenix Companies, Inc. Registration
Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)

Standstill Agreement, dated May 18, 2001, between The Phoenix Companies, Inc. and State Farm Mutual
Insurance Company (incorporated herein by reference to Exhibit 4.2 to The Phoenix Companies, Inc.
Registration Statement on Form S-1 (Registration No. 333-55268), filed on February 9, 2001, as amended)
Shareholder’s Agreement, dated as of June 19, 2001, between The Phoenix Companies, Inc. and State Farm
Mutual Insurance Company (incorporated herein by reference to Exhibit 10.56 to The Phoenix Companies,
Inc. Registration Statement on Form S-1 (Registration No. 333-73896), filed on November 21, 2001, as
amended)

Acquisition Agreement, dated as of November 12, 2001, by and among Kayne Anderson Rudnick
Investment Management, LLC, the equity holders named therein and Phoenix Investment Partners, Ltd.
(incorporated herein by reference to Exhibit 10.57 to The Phoenix Companies, Inc. Registration Statement on
Form S-1 (Registration No. 333-73896), filed on November 21, 2001, as amended)

Subordination Agreement, dated as of December 27, 2001 between The Phoenix Companies, Inc. and
Phoenix Investment Partners, Ltd.*

Subordination Agreement, dated as of January 29, 2002 between The Phoenix Companies, Inc. and Phoenix
Investment Partners, Ltd.*

Supplemental Retirement Plan Agreement, date as of January &, 2002, between The Phoenix Companies, Inc.
and Philip R. McLoughlin *
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10.67

10.68

10.69
12

21
23

Supplemental Retirement Plan Agreement, date as of December 18, 2001, between The Phoenix Companies,
Inc. and David W. Searfoss *

Supplemental Retirement Plan Agreement, date as of December 18, 2001, between The Phoenix Companies,
Inc. and Simon Y. Tan *

Amendment of March 13, 2002 to Change of Control Agreement and to Employment-Related Agreement,
each with Robert W. Fiondella, dated November 6, 2000 and December 20, 2000, respectively *

Ratio of Earnings to Fixed Charges*

Subsidiaries of the Registrant*®

Consent of PricewaterhouseCoopers LLP*

*  Filed herewith.

(+) Portions subject to confidential treatment request.

Phoenix will furnish any exhibit upon the payment of a reasonable fee which fee shall be limited to Phoenix’s reasonable
expenses in furnishing such exhibit.

E-5




Board of Directors

Sal H. Alfiero
Chairman and Chief Executive Officer
Protective Industries, LLC

J. Carter Bacot

Director (Retired Chairman and Chief
Executive Officer)

The Bank of New York

Peter C. Browning
Dean
McColl School of Business

Arthur P. Byrne
President, Chief Executive Officer and Chairman
The Wiremold Company

Sanford Cloud Jr.

President and Chief Executive Officer

The National Conference for Community
and Justice

Richard N. Cooper, Ph.D.
Maurits C. Boas Professor of
International Economics

Harvard University

Gordon J. Davis, Esq.
Partner
LeBoeuf, Lamb, Greene & MacRae, L.L.P.

Robert W. Fiondella

Chairman of the Board and
Chief Executive Officer

The Phoenix Companies, Inc.

Ann Maynard Gray

Former President

Diversified Publishing Group of
Capital Cities/ABC, Inc.

John E. Haire
Executive Vice President
Time, Inc.

Jerry J. Jasinowski
President
National Association of Manufacturers

Thomas S. Johnson
Chairman and Chief Executive Officer
GreenPoint Financial Corporation

John W. Johnstone Jr.
Chairman and Chief Executive Officer (Retired)
Olin Corporation

Shareholder Information

Marilyn E. LaMarche
Limited Managing Director
Lazard Fréres & Co., LLC

Philip R. McLoughlin
Chairman and Chief Executive Officer
Phoenix Investment Partners, Ltd.

Robert F. Vizza, Ph.D.

President and Chief Executive Officer (Retired)
St. Francis Hospital

President, Lustgarten Foundation for Pancreatic
Research and the Dolan Foundations

Robert G. Wilson
Former General Partner
Goldman Sachs

Dona D. Young
President and Chief Operating Officer
The Phoenix Companies, Inc.

Senior Officers

Robert W. Fiondella
Chairman of the Board and
Chief Executive Officer

Dona D. Young
President and Chief Operating Officer

Carl T. Chadbum
Executive Vice President

Philip R. McLoughlin
Chairman and Chief Executive Officer
Phoenix Investment Partners, Ltd.

David W. Searfoss
Executive Vice President and
Chief Financial Officer

Simon Y. Tan
Executive Vice President
Life and Annuity Products and Operations

Michael J. Gilotti
Senior Vice President
Annuity Distribution

Michael E. Haylon

Executive Vice President and
Chief Investment Officer

Phoenix Investment Partners, Ltd.

Michael A. Keamey
Senior Vice President and

Chief Operations Officer
Phoenix Investment Partners, Ltd.

Joseph E. Kelleher

Senior Vice President

Chairman and Chief Executive Officer
WS Griffith Advisors, inc.

Rabert G. Lautensack Jr.
Senior Vice President

Louis J. Lombardi
Senior Vice President

Bonnie J. Malley

Senior Vice President and
Chief Accounting Officer

Corporate Finance

Sherry A. Manetta
Senior Vice President
Information Technology

Maura L. Melley
Senior Vice President
Public Affairs

William R. Moyer

Executive Vice President and
Chief Financial Officer

Phoenix Investment Partners, Ltd.

Gina Collopy O"Connell
Senior Vice President
Life and Annuity Operations

Charles L. Olson

Senior Vice President

Chief Executive Officer and President
Phoenix National Trust Co.

Richard R. Paton
Senior Vice President

Robert E. Primmer
Senior Vice President
Life Distribution

Tracy L. Rich
Senior Vice President and
General Counsel

John F. Sharry
President, Private Client Group
Phoenix Investment Partners, Ltd.

Christopher M. Wilkos
Senior Vice President
Corporate Portfolio Management

Denise Winchar
President
PXP Institutional Markets Group, Ltd.

Walter H. Zultowski
Senior Vice President
Marketing and Market Research

as of March 31, 2002

Annual Meeting

For More Information

The annual meeting of shareholders of The Phoenix Companies, Inc.
will be held on May 15, 2002 at 3:00 p.m. Eastern Standard Time at
One American Row, Hartford, Connecticut. .

To receive additional information, including financial supplements and

Securities and Exchange Commission filings along with access to other

shareholder services, visit the Investor Relations Section on our Web site at

www.phoenixwm.com or contact our Investor Relations Department at:
Investor Relations, The Phoenix Companies, Inc., One American Row,
P.O. Box 5056, Hartford, CT 06102-5056

Phone: 1-860-403-7100, Fax: 1-860-403-7880
e-mail: pnx.ir@phoenixwm.com

Stock Listing
The common stock of The Phoenix Companies, Inc. is traded on the New
York Stock Exchange under the symbol “PNX."

Transfer Agent and Registrar
For information or assistance regarding your account, please contact our
transfer agent and registrar: For more information on our products and services, call your Phoenix

EquiServe Trust Company, N.A. at: Phoenix Shareholder Services, C/O representative or visit our Web site at www.phoenixwm.com.

EquiServe Trust Company, P.O. Box 2578, Jersey City, NJ 07303-2578

Toll-free: 1-800-490-4258, TDD: 1-800-366-9449
Fax: 1-201-386-3344, e-mail: phoenix@equiserve.com







