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The discussion in this Annual Report on Form 10-K may contain forward-looking statements within the meaning

of the Private Securities Litigation Reform Act of 1995 We intend for these forward-looking statements to be

covered by the safe harbor provisions of the federal securities laws relating to forward-looking statements These

forward-looking statements include statements relating to trends in or representing managements beliefs

about our future transactions strategies operations and financial results and often contain words such as will

anticipate believe plan estimate expect intend is targeting may should and other similar words

or expressions Forward-looking statements are made based upon managements current expectations and beliefs

concerning trends and future developments and their potential effects on us They are not guarantees of future

performance Our actual business financial condition or results of operations may differ materially from those

suggested by forward-looking statements as result of risks and uncertainties which include among others

unfavorable general economic developments including but not limited to specific related factors such as the

performance of the debt and equity markets ii the potential adverse affect of interest rate fluctuations on our

business and results of operations iii the impact on our results of operations and financial condition of any

required increase in our reserves for future policyholder benefits and claims if such reserves prove to be inadequate

iv the possibility that mortality rates persistency rates funding levels or other factors may differ significantly

from our assumptions used in pricing products the effect of limited access to external sources of liquidity and

financing vi the effect of guaranteed benefits within our products vii potential exposure to unidentified or

unanticipated risk that could adversely affect our businesses or result in losses viii the consequences related to

variations in the amount of our statutory capital could adversely affect our business ix the possibility that we

may not be successful in our efforts to implement business plan focused on new market segments changes

in our investment valuations based on changes in our valuation methodologies estimations and assumptions

xi the impact of downgrades in our debt or financial strength ratings xii the availability pricing and terms of

reinsurance coverage generally and the inability or unwillingness of our reinsurers to meet their obligations to us

specifically xiii our ability to attract and retain key personnel in competitive environment xiv our dependence

on third parties to maintain critical business and administrative functions xv the strong competition we face in

our business from banks insurance companies and other financial services firms xvi our reliance as holding

company on dividends and other payments from our subsidiaries to meet our financial obligations and pay future

dividends particularly since our insurance subsidiaries ability to pay dividends is subject to regulatory restrictions

xvii the potential need to fund deficiencies in our closed block xviii tax developments may affect us directly or

indirectly through the cost of the demand for or profitability of our products or services xix the possibility that

the actions arid initiatives of the federal and state governments including those that we elect to participate in may

not improve adverse economic and market conditions generally or our business financial condition and results

of operations specifically xx regulatory developments or actions may harm our business xxi legal actions

could adversely affect our business or reputation xxii potential future material losses from our discontinued

reinsurance business xxiii changes in accounting standards xxiv the potential effect of material weakness in

our internal control over financial reporting on the accuracy of our reported financial results and xxv other risks

and uncertainties described herein or in any of our filings with the SEC Certain other factors which may impact our

business financial condition or results of operations or which may cause actual results to differ from such forward-

looking statements are discussed or included in our periodic reports filed with the SEC and are available on our

website at www.phoenixwm.com under Investor Relations You are urged to carefully consider all such factors

We do not undertake or plan to update or revise forward-looking statements to reflect actual results changes

in plans assumptions estimates or projections or other circumstances occurring after the date of this Form 10-

even if such results changes or circumstances make it clear that any forward-looking information will not be

realized If we make any future public statements or disclosures which modify or impact any of the forward-looking

statements contained in or accompanying this Form 10-K such statements or disclosures will be deemed to modify

or supersede such statements in this Form 10-K
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Dear FeUow Shareholder

In 2011 Phoenix made progress critical to our future succes

The fundamentals of the business are now solid and we achieved

positive momentum on key metrics including capital growth

earnings expense management sales business persistency

investment performance and portfolio quality

From an earnings perspective 2011 was our strongest year since

2007 Overall the company is on solid foundation and gaining

traction on profitable growth

We achieved this progress by transforming Phoenix over the last

three years in terms of our market distribution and operational

infrastructure We adapted to the market environment and our

particular challenges after the 2008-2009 economic downturn

And we now have business model that is working well even as

it evolves

Beyond the financial progress Phoenix today is quite different

from just few years ago We are now growing boutique firm

serving middle market customers retirement and protection

needs through select independent distributors While we offer

variety of life insurance and annuity products we are currently

focused on sales of fixed indexed annuities and indexed universal

life products We believe we have an edge in our target market

because of our recognized brand and well designed products

which offer competitive value proposition

As we grow we remain cognizant of where we have been so we

approach growth with discipline to balance sales capital and

earnings

Strategic Focus

Three years ago we adopted four-pillar strategy to transform

the company Our initial focus was on three pillars healthy

balance sheet policyholder service and operational efficiency

Over time they have provided the necessary foundation for the

fourth pillar profitable growth In 2011 we intensified our focus

on the growth pillar and will continue that emphasis in 2012



________________
Healthy Balance Sheet

$42 Regaining balance sheet strength is the cornerstone of our

transformation and we continued to make meaningful progress

$13 $10 in 2011 in building strong and flexible capital position

Highlights include

Continued strengthening of the capital position of Phoenix

Life Insurance Company our principal operating subsidiary

including an 11 percent increase in statutory surplus and

risk-based capital ratio up about 8Qpercentage points from

the year before

Much improved holding company liquiditymore than

$100 million in cash and securities at yearend 2011 as well

as leverage that continues to be modest

Solid investment portfolio performance despite the challenges

of the low interest rate environment Net unrealized gains more

than doubled from year-end 2010 credit impairments were

approximately half of the 2010 level and the proportion of

below investment grade bonds remained near the mid-point of

our target range

Looking forward we are focused on continuing to increase

capital through profitable new business growth and effective

management of our inforce as we also increase financial

flexibility

Policyholder Service

Persistency of inforce business is how we measure the success

of our policyholder service initiatives After spiking in 2009
surrender rates have improved steadily and returned to normal

levels in 2011 with life surrenders at 6.5 percent and annuity

surrenders at 11.4 percent

In 2011 we also made significant headway in enhancing and

streamlining our service model for producers and policyholders

We made the initial investment in multi-year policy

administration system conversion that will ultimately reduce

service costs

That conversion work involves administrative systems used for

our inforce business and will continue throughout 2012 We are

also undertaking the broader task of aligning our overall service

model with the new business being sold today

EARNINGS

in millions
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FY2O1O FY2O11

Net Income Operating Income

Operating income excludes discontinued

operations
and net realized in vestment gains

losses and related offsets Tins is ci
nnn-GA4

financial measure

STATUTORY SURPLUS
PHOENIX LIFE INSURANCE COMPANY

in millions

Includes asset valuation reserve AVR

LIFE ANNUITY
ANNUAL SURRENDER RATES1

vie

Annualized surrenders divided by average funds

under management
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CORE GAAP EXPENSES1

in millions

Operational Efficiency

We reduced core expenses by about one-third from our 2008

baseline through series of actions starting with significant staff

reductions in 2009 and expanding to include employee benefit

reductions and changes to our operating infrastructure 2011

expenses were down percent from the year before These

reductions better align our expense structure with the company

we have become

And this work continues as our business evolves We are

committed to reduce expenses by an additional $20 million by

the end of 2013 about 10 percent of our 2011 baseline It is

important to point out this is net reduction target because

throughout these next two years we will be investing additional

dollars in both infrastructure changes and new business

initiatives

ANNUITY DEPOSITS

in millions

$143

FY2009

$952

Profitable Growth

In 2011 we intensified our focus on growth

By year end we had established firm growth trajectory in

the middle market and for our distribution company Saybrus

Partners Inc

Our middle market strategy is focused primarily on annuities

where we find good reception for our suite of fixed indexed

annuities These products are well-suited to middle income pre

retirees and retirees in this economic climate Additionally they

are designed to provide pricing flexibility in volatile interest

rate environment

In 2011 we also continued to broaden distribution among

independent marketing organizations IMOs that serve the

middle market We currently have selling agreements with IMOs

representing more than 6000 independent producers and have

worked with few of the larger IMOs to co-develop products

with exclusive distribution rights

After essentially starting at zero in this business in 2009 we are

now approaching the top 10 in market share for fixed indexed

annuities We had $952 million in annuity deposits in 2011

compared with $221 million in 2010

The other element of our growth strategy is Saybrus Partners Inc

We established Saybrus at the end of 2009 to retain and use

our existing distribution capabilities at time when sales of our

own products were very low Today Saybrus plays dual role

Consolidated GAA other operating expenses

before deferrals excluding LAP premium

tiXes reinsurance alloicaitces coisinhiSsiOnS

sales inceiitiies and unusual expenses of

$42 million 861 million and $48 million in

2009 2010 and 2011 This is non-GAAP

financial measure

FY2O1O FY2O11
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as distribution consulting company for institutional clients

representing life insurance products from other carriers and as

the wholesaler for Phoenix products Saybrus tripled revenues in

2011 and turned profitable in the second half of the year

This year we expect incremental progress in both our middle

market annuity business and Saybrus We are confident we

have reached sustainable level of annuity sales and we expect

growth for Saybrus from both Phoenix product sales and third-

party business

We are also building distribution for our life insurance business

focusing initially on indexed universal life and will develop

additional products as other opportunities arise Life sales

expectations for the year are modest but am pleased we are

taking steps to get that part of our business growing once again

Our strategic approach to growth is to appropriately balance

capital sale and earnings In other words we will grow within

our capital budget and with strong discipline to manage
profitability of new business We are very focused on enhancing

the fundamental value of Phoenix and believe improved

valuation for our investors should follow

Our management team and all our employees appreciate your

ongoing support We will continue to stay focused on enhancing

the value of your investment in Phoenix

Sincerely

In addition to Generally Accepted Accounting Principles GAAP Phoenix uses non-GAAP financial

measures to evaluate financial results Non-GAAP financial measures should not he considered as

substitutes for GAAP measures Therefore investors should evaluate both GAAI and non-AAP
financial measures when reviewing the company performance

James Wehr

President and Chief Executive Officer

March 15 2012
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington D.C 20549

FORM 10-K

Il ANNUAL REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31 2011

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from
________

to ________

Commission file number 001-16517

PHOENIX
THE PHOENIX COMPANIES INC

Exact name of registrant as specified in its charter

Delaware 06-1599088

State or other
jurisdiction of incorporation or organization I.R.S Employer Identification No

One American Row Hartford Connecticut 06102-5056

Address of principal executive offices Zip Code

860 403-5000

Registrants telephone number including area code

Securities registered pursuant to Section 12b of the Act

Title of each class Name of each exchange on which registered

Common stock $01 par value New York Stock Exchange

7.45% Quarterly Interest Bonds due 2032 New York Stock Exchange

Securities registered pursuant to Section 12g of the Act None

Indicate by check mark if the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities Act YES NO

Indicate by check mark if the
registrant is not required to file reports pursuant to Section 13 or Section 15d of the Act YES NO

Indicate by check mark whether the registrant has filed all reports required to be filed by Section 13 or 15d of the Securities Exchange Act of 1934

during the preceding 12 months or for such shorter period that the registrant was required to file such reports and has been subject to such filing

requirements for the past 90 days YES NO

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site if any every Interactive Data File required

to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months or for such shorter period that the registrant was

required to submit and post such files YES Il NO

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not be contained to the

best of registrants knowledge in definitive proxy or information statements incorporated by reference in Part III of this Annual Report on Form 10-K or any

amendment to this Annual Report on Form 10-K ll

Indicate by check mark whether the registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller reporting company See

definition of large accelerated filer accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act Check one

Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company

Do not check
if smaller reporting company

Indicate by check mark whether the
registrant is shell company as defined in Rule 12b-2 of the Exchange Act YES NO tl

As of June 30 2011 the aggregate market value of voting common equity held by non-affiliates of the
registrant was approximately $0.3 billion based on

the last reported sale price of $2.46 per share of the common stock on the New York Stock Exchange on that date On March 14 2012 the registrant had

116.3 million shares of common stock outstanding it had no non-voting common equity

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrants definitive proxy statement to be filed pursuant to Regulation 14A within 120 days after the end of the registrants fiscal year are

incorporated by reference in Part III of this Annual Report on Form 10-K
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Item Business

Overview

The Phoenix Companies Inc we our the Company PNX or Phoenix is holding company incorporated in

Delaware Our operating subsidiaries provide life insurance and annuity products through independent agents and financial

advisors Our principal insurance company subsidiaries are Phoenix Life Insurance Company Phoenix Life domiciled in

New York and PHL Variable Insurance Company PHLVIC domiciled in Connecticut Our policyholder base includes

both affluent and middle market consumers with our more recent business concentrated in the middle market Most of our

life insurance in force is permanent life insurance whole life universal life and variable universal life insuring one or more
lives Our annuity products include fixed and variable annuities with variety of death benefit and guaranteed living benefit

options As of December 31 2011 we had $43.5 billion of net life insurance in force and $4.5 billion of annuity assets under

management

Since 2009 we have focused on selling products and services that are less capital intensive and less sensitive to our ratings
In 2011 Phoenix product sales were primarily in annuities and 93% of those sales were fixed indexed annuities In addition

we have expanded sales of other insurance companies policies through our distribution subsidiary Saybrus Partners Inc

Saybrus

We operate two businesses segments Life and Annuity and Saybrus The Life and Annuity segment includes individual life

insurance and annuity products including our closed block Saybrus provides dedicated life insurance and other consulting
services to financial advisors in partner companies as well as support for sales of Phoenixs product line through independent
distribution organizations

Target Market

Until 2009 our marketing strategies focused on high-net-worth and affluent households with sophisticated estate planning

and other financial needs The majority of our life insurance and annuities in force reflects this market focus Following the

loss of several distribution relationships and rating downgrades in 2009 we shifted our market focus Today our target

market for new sales of Phoenix products consists of middle market households with variety of financial planning needs
such as tax-deferred savings safety of principal guaranteed income during retirement and modest death benefits Our typical

customer is between 50 and 80 years old with an average annual income of $60000 and an average net worth of $625000

Competition

We operate in highly competitive industry While there is no single company that we identifi as dominant competitor in

our business many of our competitors are substantially larger and have better financial strength ratings more financial

resources and greater marketing and distribution capabilities Our products compete with similarproducts sold by other

insurance companies and also with savings and investment products offered by banks asset managers and broker-dealers

We believe our competitive strengths include product features underwriting and mortality risk management expertise

partnering capabilities and value-added support provided to our distributors Our ability to compete is based on these as well

as other factors including investment performance service price distribution capabilities scale commission structure

brand recognition and financial strength ratings

Major Products

Lfe Insurance

Whole Life Whole life products provide permanent insurance
coverage and tax-deferred savings in return for predetermined

premium payments Premiums are invested in our general account For whole life policies in our closed block see Note to

our consolidated financial statements under Item Financial Statements and Supplementary Data in this Annual Report on
Form 10-K policies typically provide participation feature in the form of dividends Policyholders may receive dividends

in cash or apply them to increase death benefits provide for paid-up additional insurance or reduce the premiums required



Universal Lite Universal lilt products provide permanent insurance coverage with tax deferred savings element They

allow the policyholder to adjust the frequency and amount of premium payments subject to certain limitations Premiums net

of charges tbr mortality costs and administrative expenses are invested in our general account and are credited interest at

rates determined by us subject to certain minimums We retain the right within limits to adjust the fees we assess for

providing administrative services We also collect fees to cover mortality costs these fees may be adjusted by us but may not

exceed guaranteed contractual limits Some universal life products provide secondary guarantees that protect the policys

death benefit even if there is insufficient value in the policy to pay
the monthly charges and mortality costs

Variable Universajijc Variable universal life products are similar to universal life products except that premiums may be

directed into variety of separate investment accounts accounts that are maintained separately from the other assets of the

Life Companies Phoenix Life and its subsidiaries or into the general accounts of the Life Companies In separate

investment accounts the policyholder bears the entire risk of the investment results We collect fees for the management of

these various investment accounts and the net return is credited directly to the policyholders accounts Account balances

invested in the general account earn interest at rates determined by us subject to certain minimums Specific charges are

made against the accounts for expenses We retain the right within limits to adjust the fees we assess for providing

administrative services We also collect fees to cover mortality costs these fees may he adjusted by us but may not exceed

guaranteed contractual limits With some variable universal products maintaining certain premium level provides the

policyholder with guarantees that protect the policys death benefit if due to adverse investment experience the

policyholders account balance is zero

xiniiii it/es

Fixed indexed Annuities Fixed indexed annuities are single premium deferred annuities that offer fixed interest account

and variety of indexed accounts that allow contract owners to earn index credits based on the performance of specific equity

market or other price indices Our major source of revenue on these contracts is the excess of investment income earned over

interest and index credits if any Most contracts allow contract owners to change accounts once year One of the most

popular indexed accounts credits contract owners accounts with return equal to the annual appreciation of the SP 500

index subject to specified cap Caps are changed regularly to reflect current market conditions during 2011 caps ranged

from 1.00% to 5.75% Certain contracts also provide premium bonuses which we contribute to contract owner account

balances at issue and which also earn interest or index credits Approximately 69% of indexed annuity deposits in 2011

included premium bonuses ranging from 5% to 10% of the initial deposit

Contract owners also may elect guaranteed minimum withdrawal benefit GMWB which for separate fee provides

guaranteed income stream for the lifetime of the contract owners The amount of income available is based on separate

benefit base that increases independent of the growth of the contract owner account balance Withdrawals may begin

immediately or after several years
Once contract owner elects to receive income withdrawals are first made from the

account balance If and when the balance is depleted we continue to make the guaranteed income payments In 2011

approximately 87% of all indexed annuity contracts sold included GMWB Certain fixed indexed annuities include

guaranteed minimum death benefit GMDB pursuant to which beneficiaries receive an amount in excess of contract value

if the annuitant dies in exchange for an additional fee In 2011 approximately 20% of all indexed annuity contracts sold

included GMDB

Fixed Annuities Our single-premium deferred modified guaranteed fixed annuity meets the needs of clients who want

guaranteed rate of return over specified period The contract owner receives guaranteed rate of return over the initial

interest rate guarantee period and has the option to elect new guarantee period at the end of the initial term at then current

rates subject to certain minimums Our sales of fixed annuities during 2011 were de minimis

Single Premium Immediate Annuities We offer single premium immediate annuities SPIAs that provide guaranteed

income beginning immediately including one product that is designed for use in elder-care planning in conjunction with

government benefits

Variable Annuities Deferred variable annuities allow contract owners to direct deposits into variety of separate investment

accounts accounts that are maintained separately from the other assets of the Life Companies or into the general accounts of

the Life Companies Deposits allocated to the general account earn interest at specified rate of return determined by us

subject to certain minimums In the separate investment accounts the contract owner bears the risk of investment results We

credit to the separate investment accounts return net of fees and charges



We collect fees for the management of these various investment accounts and assess charges against these accounts for the

administrative services we provide Our major sources of revenue from variable annuities are mortality and expense fees

charged to the contract owner generally determined as percentage of the market value of any underlying separate account

balances and portion of the fees we collect for the management of the various investment accounts

Many of our variable annuities include guaranteed minimum death accumulation withdrawal and income benefits

Most of our variable annuities were sold before 2009

Distribution and Related Services

Independent Producers In 2009 consistent with our shift to the middle market we began to distribute our products through

independent producers who typically are affiliated with one or more independent marketing organizations IMOs We
have established selling agreements with IMOs representing approximately 6100 independent producers In 2011 more than

2150 producers sold at least one Phoenix policy Our distribution strategy for IMOs is to continue to expand the number of

relationships and producers who do business with us by providing competitive products at competitive commission rates

providing exclusive product designs and features to certain IMOs and enhancing our servicing and support technology

Establishment of Saybrus Partners Inc In the fourth quarter of 2009 we established distribution company Saybrus In

addition to selling Phoenix products through selected independent producers and IMOs Saybrus provides consulting services

to distribution organizations in support of policies written by companies other than Phoenix Saybrus revenues primarily

consist of commissions based on successful sales

Saybrus provides distribution partners with

customized advice on estate planning charitable giving planning and retirement planning provided by staff of

professionals with specialized expertise in the advanced application of life insurance Saybrus experts combine their

advice with tailored presentations educational materials and specimen legal documents

market research and education programs designed to help advisors better understand which financial products the

affluent and high-net-worth market demands and

nationwide teams of life and annuity 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

Investments

Investment activities are an integral part of our business and net investment income is significant component of our total

revenues We manage investments in our general account to match the durations of our insurance liabilities We invest

primarily in high-grade public and privately placed debt securities balancing credit risk with investment yield As of

December 31 2011 91.9% of our debt securities portfolio was investment grade compared with 91.3% as of December 31
2010 We invest small percentage of our assets in limited partnerships and other investments While more volatile this asset

class has contributed substantially to our investment returns over time As of December 31 2011 3.9% of cash and invested

assets were allocated to this asset class

Hedging

Certain of our policy features expose us to risks such as equity market risk equity volatility risk and interest rate risk that we

hedge using derivatives Our focus is on hedging the economic exposure related to potential future claims For example we

hedge fixed indexed annuity premiums directed into indexed accounts by purchasing options designed to fund the index

credits on these accounts Our hedges generally do not qualify for hedge accounting and may result in significant reported

accounting gains or losses In addition our hedges may expose us to counterparty credit risk As of December 31 2011 our

net mark-to-market exposure to derivative counterparties was $132.1 million All of the counterparties had credit rating of

or better



Policy Administration

As of December 31 2011 we had 381645 life insurance policies and 74449 annuity contracts in force Our Customer Care

Center services policies on number of administrative systems supporting both policyholders and their advisors or agents

The cost of servicing policies is significant component of our overall operating expenses Servicing of some policies is

outsourced to vendors who specialize in insurance policy administration We are in the process of outsourcing administration

of certain additional policy blocks

Reinsurance

We use reinsurance to limit potential losses reduce exposure to larger risks and provide capital relief Under the terms of our

reinsurance agreements the reinsurer agrees to reimburse us for the ceded amount in the event claim is incurred However

this does not relieve us of our primary liability to our policyholders The failure of any reinsurer to meet its obligations could

result in losses to the Company Since we bear the risk of nonpayment we carefully consider the initial selection and actively

monitor the financial condition and ratings of our reinsurers throughout the term of the contract

We cede risk to other insurers under various agreements that cover individual life insurance policies The amount of risk

ceded depends on our evaluation of the specific risk and applicable retention limits For business sold prior to December 31

2010 our retention limit on any one life is $10 million for single life and joint first-to-die policies and $12 million for joint

last-to-die policies Beginning January 2011 our retention limit on new business is $5 million for single life and joint first-

to-die policies and $6 million for second-to-die policies We also assume reinsurance from other insurers Typically our

reinsurance contracts allow us to recapture ceded policies after specified period This right is valuable in the event our

mortality experience is sufficiently favorable to make it financially advantageous for us to reassume the risk rather than

continue paying reinsurance premiums

Effective October 2011 Phoenix Life entered into an agreement that provides modified coinsurance for approximately

one-third of the closed block policies This contract did not meet the requirements of risk transfer in accordance with

accounting principles generally accepted in the United States GAAP Therefore assets and liabilities and premiums and

benefits are netted on our consolidated balance sheet and consolidated income statement respectively as the right of offset

exists

The following table lists our top five reinsurance relationships as defined by reinsurance recoverable balance and ceded

statutory reserves and the A.M Best rating of each reinsurer

Principal Life Reinsurers December 31 2011

in millions Reinsurers

Reinsurance A.M Best

Balances Rating

US CB Reinsurance IC LimitedW 290.6 NR

RGA Reinsurance Company 191.8

Swiss Reinsurance Group2 166.1

AEGON USA3 145.8

Scottish Re US Inc4 58.4 NR

US CB Reinsurance IC Limited is subsidiary of Nomura Holdings which is rated BBB by SP and Baa2 by Moodys

Swiss Reinsurance Group includes Swiss Re Life Health America Inc and Reassure America Life Insurance Co

Transainerica Financial Life and Transamerica Life Insurance are both subsidiaries of AEGON
Due to the financial distress of Scottish Re and the withdrawal of its ratings in June 2009 we are continuing to monitor its financial

situation and assess the recoverability of the reinsurance recoverable on quarterly basis

See Note to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for additional information regarding reinsurance



Regulation

Phoenix Life and PHLVIC are subject to regulation and supervision in each jurisdiction where they conduct business Areas

of regulation include the following

Financial considerations including standards of solvency statutory reserves reinsurance and capital adequacy

Trade practices and market conduct

Approval of policy forms and certain other related materials

Permitted types and concentration of investments

Permitted dividends or other distributions as well as transactions between an insurer and its affiliates and

Approval of interest payments on surplus notes

Our insurance subsidiaries file regular reports including detailed annual financial statements with insurance regulatory

authorities and are subject to periodic examination by such authorities The National Association of Insurance

Commissioners NAIC provides standardized insurance industry accounting and reporting guidance However statutory

accounting principles continue to be established by individual state laws regulations and permitted practices

Most of the jurisdictions in which our U.S insurance subsidiaries are admitted to transact business require us to participate in

guaranty associations which are organized to pay certain contractual insurance benefits owed pursuant to insurance policies

issued by impaired insolvent or failed insurers These associations levy assessments up to prescribed limits on all member

insurers in particular state on the basis of the proportionate share of the premiums written by member insurers in the lines of

business in which the impaired insolvent or failed insurer is engaged

As part of their regulatory oversight process state insurance departments conduct periodic detailed examinations of the

books records accounts and business practices of insurers domiciled in their states State insurance departments also have

the authority to conduct examinations of non-domiciliary insurers that are licensed in their states The most recent

examination of Phoenix Life was concluded in 2010 by the Florida Office of Insurance Regulation No violations were found

as result of the examination The most recent examination of PHLVC was concluded in 2010 by the State of Delaware

Department of Insurance There were no violations found as result of this examination

Annually our U.S insurance subsidiaries are required to conduct an analysis of the adequacy of all statutory reserves In each

case qualified actuary must submit an opinion which states that the statutory reserves when considered in light of the

assets held with respect to such reserves make good and sufficient provision for the associated contractual obligations and

related
expenses

of the insurer If such an opinion cannot be provided the insurer must set up additional reserves by moving

funds from surplus

Each of our U.S insurance subsidiaries reports its risk based capital RBC based on formula calculated by applying

factors to various risk characteristics of the insurer The major categories of risk involved are asset risk insurance risk

interest rate risk market risk and business risk The formula is used as an early warning tool by regulators to identif possible

inadequately capitalized insurers for purposes of initiating regulatory action and not as means to rank insurers generally

State insurance laws provide insurance regulators the authority to require various actions by or take various actions against

insurers whose RBC ratio does not meet or exceed certain levels As of December 31 2011 Phoenix Lifes RBC ratio was in

excess of 200% of company action level risk based capital the highest regulatory threshold

Most states including New York and Connecticut have enacted legislation or adopted administrative regulations affecting

the acquisition of control of insurance companies as well as transactions between insurance companies and persons

controlling them Most states require administrative approval of the direct or indirect acquisition of 10% or more of the

outstanding voting securities of an insurance company incorporated in the state

Employees

At December31 2011 we employed approximately 600 people We have experienced no work stoppages or strikes and

consider our relations with our employees to be good None of our employees are represented by union



General Development of Business

With roots dating to 1851 PNX was incorporated in Delaware in 2000 Our principal executive offices are located at One

American Row Hartford Connecticut 06 102-5056 Our telephone number is 860 403-5000 Our web site is located at

www.phoenixwm.com This and all other URLs included herein are intended to be inactive textual references only They are

not intended to be an active hyperlink to our web site The information on our web site is not and is not intended to be part

of this Annual Report on Form 10-K and is not incorporated into this report by reference

On December 31 2008 we spun-off our asset management subsidiary renamed Virtus into an independent publicly traded

asset management firm The spin-off occurred through pro rata distribution of Virtus common stock to Phoenix

stockholders

On June 23 2010 the Company completed the divestiture of PFG Holdings Inc PFG
On November 18 2011 the Company completed the sale of Goodwin Capital Advisers Inc Goodwin

See Notes and 21 to our consolidated financial statements under Item Financial Statements and Supplementary Data in

this Annual Report on Form 10-K for additional information on the sale of Goodwin and discontinued operations

respectively

The following chart illustrates our corporate structure as of December 31 2011

The Phoenix Companies Inc

100% 90% 100%

Phoenix Life

Insurance Company

100%

PM Holdings Inc

Saybrus Partners Inc Other Subsidiaries

100%

PHL Variable Insurance

Company

100%

Other Subsidiaries

Executive Officers of the Registrant

See Part III Item 10 herein

Available Information

We make available free of charge on or through our Internet web site http//www.phoenixwm.com our Annual Report on

Form 10-K Quarterly Reports on Form 0-Q Current Reports on Form 8-K and amendments to those reports filed or

furnished pursuant to Section 13a of the Securities Exchange Act of 1934 the Exchange Act as soon as reasonably

practicable after we electronically file such material with or furnish it to the SEC



Item 1A Risk Factors

Our business financial condition and results of operations could be materially and adversely affected by unfavorable

economic developments and the performance of the debt and equity markets

Economic and market conditions materially and adversely affected us in the last recession The economy may once again

deteriorate The resulting lack of credit increase in defaults lack of confidence in the financial sector volatility in the

financial markets and reduced business activity could materially and adversely affect our business financial condition and

results of operations

These effects include but are not limited to the following

Lower fee revenue and higher expenses Significant declines in equity markets would decrease assets in our variable

annuity and variable universal life product lines resulting in lower fee income and increased amortization of

deferred acquisition costs

Realized and unrealized losses in our fixed income portfolio The value of the portfolio
would be depressed by

general interest rate increases or credit spread widening as well as by illiquidity and by changes in assumptions we

use to estimate the fair value of securities Bonds supported by residential and commercial mortgages could

experience losses if the delinquency rates of the underlying mortgage loans increase

Realized and unrealized losses in alternative asset classes We invest in private equity funds mezzanine funds

hedge funds and other limited partnerships which generate returns that are more volatile than other asset classes

and are relatively illiquid and therefore may be harder to value or sell in adverse market conditions

Higher statutory reserve and capital requirements Certain regulatory reserve and capital requirements incorporate

actual and expected future capital market conditions and could increase materially in the event of significant equity

market declines or changes in interest rates credit spreads and credit default rates

Losses due to changes in accounting estimates Significant accounting estimates may be materially affected by the

equity and debt markets and their impact on expected customer behavior For example in setting amortization

schedules for our deferred policy acquisition costs we make assumptions about future market performance interest

rates and policyholder behavior

increased funding requirements for our pension plan Approximately 70% of our pension plan assets are invested in

equities and the remaining 30% in fixed income and other asset classes We made contributions of $17.4 million to

the pension plans during 2011 During 2012 we expect to make contributions of approximately $16.4 million to

these plans Future market declines could result in additional funding requirements Also the funding requirements

of our pension plan are sensitive to interest rate changes Should interest rates decrease materially the plan liabilities

would increase

Hedging losses or increased reserve requirements in our variable annuity business We use derivatives to hedge the

value of certain guaranteed benefits These hedges and other management procedures could prove ineffective

especially during times of significant market volatility For benefits that are not hedged such as minimum death

benefits and minimum income benefits we could be required to increase reserves in the event of significant decline

in the equity markets

Persistent low interest rates or significant increases in interest rates could adversely affect our business and results of

operations

Our products expose us to significant interest rate risk substantial portion of our business is spread-based meaning that

profitability depends on our ability to invest premiums at yields in excess of the rates we credit to policyholders
The current

low interest rate environment has meant that we have invested or reinvested cash flows at substantially lower yields than our

existing portfolio yield while our ability to reduce credited rates has been limited by contractual minimums Persistent low

interest rates could compound this spread compression In addition they could cause additional premium payments on

products with flexible premium features repayment of policy loans and lower policy surrenders



Persistent low interest rates could also result in higher statutory reserve and capital requirements The Life Companies are

subject to annual asset adequacy testing which requires additional reserves to be posted if projected asset cash flows and

future premiums are not able to support future policy claims and surrenders under
range of possible scenarios

Low interest rates have also increased the liability of our pension plans and other post-employment benefits Further declines

in interest rates could result in additional increases in these liabilities

Conversely if interest rates rise significantly we could face an increase in unrealized losses in our investment portfolio At

the same time it could cause life insurance policy loans surrenders and withdrawals to increase as policyholders seek

investments with higher returns This could require us to sell invested assets at time when their prices are depressed which

could cause us to realize investment losses

Our actuarial reserve calculations particularly for universal life death benefits and guaranteed annuity benefits

require many assumptions and significant management judgment which if incorrect could adversely affect our
results of operations and financial condition

We establish reserves to pay future policyholder benefits and claims significant proportion of our reserves do not represent
policyholder funds but rather are actuarial estimates based on assumptions that include future premiums benefits claims

expenses interest credits investment results including equity market returns mortality morbidity and persistency As
result we cannot be certain that the assets supporting our policy liabilities together with future premiums will be sufficient

for payment of benefits and claims If in the future we determine this to be the case we would need to increase our reserves
in the period in which we make the determination which would adversely affect our results of operations

We may experience losses if capital market conditions mortality or longevity experience policyholder behavior e.g
persistency premium payments benefit utilization rates or other factors differ significantly from the assumptions we
used in pricing products

We set prices for our insurance and annuity products based upon capital market assumptions expected mortality or longevity
and expected policyholder behavior For capital market assumptions such as equity market returns and investment portfolio

yields we use current market observations historical information and management judgment For mortality and longevity

rates we use standard actuarial tables company experience and management judgment For policyholder behavior

assumptions we use available industry and company data Assumptions used in pricing our products generally are consistent

with assumptions used to initially determine the amortization of deferred acquisition costs Adverse experience relative to

these assumptions could have material adverse effect on our results from operations and financial condition

Recent trends in the life insurance industry may affect our mortality persistency and funding levels The evolution of the

financial needs of policyholders and the emergence of secondary market for life insurance and increased availability and

subsequent contraction of premium financing suggest that the reasons for some purchases of our products changed At the

same time prior to 2009 we experienced an increase in life insurance sales to older individuals While we instituted certain

controls and procedures to screen applicants we believe that our sales of universal life products include sales of policies to

third party investors who at the time of policy origination had no insurable interest in the insured

Deviations in experience from our assumptions have had and could continue to have an adverse effect on the profitability of

certain universal life products Most of our current products permit us to increase charges and adjust crediting rates during the

life of the policy or contract subject to guarantees in the policies and contracts In the past two years we have implemented
increases in the cost of insurance rates for certain universal life policies However these adjustments and any other permitted

adjustments do not allow us to recoup past losses and may not be sufficient to maintain profitability in the future In addition

increasing charges on in force policies or contracts may adversely affect our relationships with distributors future sales and

surrenders Furthermore some of our in force business consists of products that do not permit us to adjust the charges and
credited rates of in force policies or contracts

Our recent development of fixed indexed annuity products has required us to make assumptions about the behavior of

policyholders in market segment with which we are not historically familiar and for product features for which there is

limited long-term industry experience In particular if our assumptions with respect to persistency and benefit utilization in

the future prove inaccurate we may experience an adverse impact on our results of operations or financial condition
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Adverse experience
relative to our assumptions could also result in higher amortization of deferred policy acquisition costs

The recovery
of deferred policy acquisition costs is dependent upon the future profitability

of the related business See Item

Managements Discussion and Analysis of Financial Condition and Results of OperationsCritical Accounting Estimates

If our estimates of future gross profits or margins cannot support the continued amortization or recovery of deferred policy

acquisition costs the amortization of such costs is accelerated in the period in which the assumptions are changed resulting in

an unlocking charge to income Such adjustments may in the future have material adverse effect on our results of

operations or financial condition

We have limited access to external sources of liquidity and financing

Our current financial strength and credit ratings limit our access to external sources of liquidity and financing During periods

of capital market volatility
this access could be further constrained and the cost of financing could increase significantly

Our ongoing needs for liquidity include policy claims surrenders policy loans commissions interest and operating

expenses In addition we may from time to time have discrete needs for liquidity such as contributions to our pension plan

or legal settlements Our principal sources of liquidity are insurance premiumsannuity considerations deposit funds and

cash flow from our investment portfolio Sales of assets that are readily convertible into cash represent an additional source

We do not have in place credit facilities or letters of credit that we could draw upon to meet our liquidity requirements

Without sufficient liquidity we could be forced to realize investment losses deplete capital or curtail certain of our

operations which would adversely impact our results of operations
and financial condition

Guaranteed benefits within our products that protect policyholders against significant downturns in equity markets

may decrease our earnings increase the volatility of our results if hedging strategies prove ineffective result in higher

hedging costs and expose us to increased counterparty risk which may have material adverse effect on our results of

operations financial condition and liquidity

Certain of our products include guaranteed
benefits These include GMDBs guaranteed minimum accumulation benefits

GMABs GMWBs and guaranteed
minimum income benefits GMIBs Periods of significant and sustained downturns

in equity markets increased equity volatility or reduced interest rates could result in an increase in the valuation of the future

policy benefit associated with such products resulting in reduction to earnings We use derivative instruments to hedge the

liability exposure and the volatility of earnings associated with some of these liabilities and even when these and other

actions would otherwise successfully mitigate the risks related to these benefits we remain liable for the guaranteed benefits

in the event that derivative counterparties are unable or unwilling to pay In addition we are subject to the risk that hedging

and other management procedures prove
ineffective or that unanticipated policyholder behavior including lower withdrawals

or mortality combined with adverse market events produces
economic losses beyond the scope of the risk management

techniques employed Hedging instruments we hold to manage product
and other risks have not and may continue to not

perform as intended or expected resulting in higher realized losses Market conditions can also result in losses on product

related hedges and such losses may not be recovered in the pricing of the underlying products being hedged These factors

individually or collectively may adversely affect our profitability financial condition or liquidity

Our risk management policies
and procedures may leave us exposed to unidentified or unanticipated risk which

could adversely affect our businesses or result in losses

Our policies and procedures to monitor and manage risks may not be fully effective and may leave us exposed to unidentified

and unanticipated risks We use models in many aspects of our operations including but not limited to the pricing of

products estimation of actuarial reserves amortization of deferred acquisition costs and the valuation of certain other assets

and liabilities These models rely on assumptions and projections
that are inherently uncertain Management of operational

legal and regulatory risks requires among other things policies and procedures to record properly and verify large number

of transactions and events and these policies and procedures may not be fully effective Past or future misconduct by our

employees or employees of our vendors could result in violations of law by us regulatory sanctions and/or serious

reputational or financial harm and the precautions we take to prevent and detect this activity may not be effective in all cases

failure of our computer systems or compromise of their security could also subject us to regulatory sanctions or other

claims harm our reputation interrupt our operations and adversely affect our business results of operations or financial

condition
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Our
statutory capital could decrease or our capital requirements could increase and adversely affect our business

We conduct the majority of our business
through Phoenix Life and its indirect subsidiary PHLVIC As of December 31

2011 Phoenix Life had statutory capital and surplus of $728.8 million which included PHLVICs capital and surplus of
$312.8 million Accounting standards and statutory capital and reserve requirements for these entities are prescribed by their

respective insurance regulators and the National Association of Insurance Commissioners NAIC In addition NAIC
regulations define minimum risk-based capital RBC requirements relating to insurance business asset and interest rate

risks which are intended to be used by insurance regulators to identify deteriorating or weakly capitalized companies
Separately some rating agencies have their own capital models that are used to assess capital adequacy as part of the rating

process

Statutory surplus and regulatory or capital requirements may increase or decrease due to variety of factors including but
not limited to the following the amount of statutory income generated by our insurance subsidiaries unrealized gains or
losses on equity and certain fixed income holdings unrealized gains or losses on derivatives changes in interest rates and
equity market levels changes in the credit quality of our fixed income investments changes in policy reserves funding
requirements of our pension plan additional reserve requirements as result of annually required asset adequacy testing
changes in the capital models or applicable risk factors and changes in statutory accounting rules or regulatory
determinations Most of these factors are outside of our control If one or more of these factors significantly decreased
statutory surplus or increased required RBC we could experience downgrades loss of distribution relationships higher
surrenders and increased

regulatory supervision

We may be unsuccessful in our efforts to generate earnings growth in new market segments particularly the sale of
fixed indexed annuities to middle market customers

We are implementing business plan that leverages existing product manufacturing strengths and partnering capabilities to
focus new business development in areas that are less capital intensive and appeal to distributors with middle market clientsWe have limited experience in the middle market and in the design and sale of fixed indexed annuities These

products have
required us to institute new processes for ensuring product suitability executing hedges using derivatives and processing
transactions In addition the ultimate

profitability of these products is significantly influenced by future investment earnings
policy holder behavior and estimates of longevity If the new risk management processes we designed prove inadequate or if
future investment earnings policyholder behavior or longevity differs significantly from expectations our results from
operations may be adversely affected and our growth may not be sustained

Our valuation of fixed maturity equity and trading securities may include methodologies estimations and
assumptions that are subject to differing interpretations and could result in changes to investment valuations that
may materially adversely affect our results of operations and financial condition

We record fixed maturity securities equity securities and trading securities at fair value on our consolidated balance sheet
During periods of market disruption including periods of significantly rising or high interest rates rapidly widening credit

spreads or illiquidity the valuation of securities may require the adoption of certain estimates and assumptions In addition
prices provided by independent broker quotes or independent pricing services that are used in the determination of fair value
can vary significantly for particular security As result valuations may include inputs and assumptions that require greater
estimation and judgment as well as valuation methods which are more complex These values may not be ultimately
realizable in market transaction and may change very rapidly as market conditions change or assumptions are modified
Changes in value may have material adverse effect on our results of operations and financial condition

In addition decline in fair value below the amortized cost of
security requires management to assess whether an other-

than-temporary impairment OTTI has occurred The decision on whether to record an OTTI or write-downs is determined
in part by our assessment of the financial condition and

prospects of particular issuer projections of future cash flows and
recoverability of the particular security as well as managements assertion of whether it is more likely than not that we will
sell the securities before recovery See Item Managements Discussion and Analysis of Financial Condition and Results of
OperationsCritical Accounting Estimates for further information regarding our impairment decision-making process
Managements determination of whether decline in value is other than

temporary includes our analysis of the underlying
credit and our intention and ability not to have to sell the security versus the extent and duration of decline in value Our
conclusions on such assessments may ultimately prove to be incorrect as facts and circumstances change
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Downgrades of debt and financial strength ratings could increase policy surrenders and withdrawals adversely affect

relationships with distributors reduce new sales limit our ability to trade in derivatives and increase our future

borrowing costs

Rating agencies assign Phoenix Life and its subsidiaries financial strength ratings and assign us debt ratings based in each

case on their opinions of the Companys or Phoenix Lifes ability to meet their respective financial obligations

Our ratings relative to other companies in the industry affect our competitive position Downgrades since 2008 have

adversely affected our reputation and hence our ability to distribute our products through unaffiliated third parties These

downgrades in ratings have materially and adversely affected new sales of our products and the persistency of existing

customers as well as our ability to borrow At this time we cannot estimate the impact of specific future rating agency

actions on sales or persistency If our financial strength ratings were to fall below specified rating threshold certain

derivative counterparties could request immediate payment or demand immediate and ongoing full collateralization on

derivative instruments in net liability positions or trigger termination of existing derivatives and/or future derivative

transactions Any rating downgrades may also result in lack of access to or increased interest costs in connection with

future borrowings Such an increase would decrease our earnings and could reduce access to financing and have material

adverse effect on our operations

In light of the difficulties experienced by many financial institutions including insurance companies rating agencies have

increased the frequency and
scope

of their credit reviews and requested additional information from the companies that they

rate including us They may also adjust upward the capital and other requirements employed in the rating agency models for

maintenance of certain ratings levels We cannot predict what actions rating agencies may take or what actions we may take

in response

We may incur losses if our reinsurers are unwilling or unable to meet their obligations under reinsurance contracts

The availability pricing and terms of reinsurance may not be sufficient to protect us against losses

We use reinsurance to reduce the severity and incidence of claims costs and to provide relief with regard to certain reserves

As of December 31 2011 66.1% of the total face amount of in-force policies was ceded to reinsurers Under these

reinsurance arrangements other insurers assume portion of our losses and related expenses however we remain liable as

the direct insurer on all risks reinsured Consequently reinsurance arrangements do not eliminate our obligation to pay claims

and we assume credit risk with respect to our ability to recover amounts due from our reinsurers Although we regularly

evaluate the financial condition of our reinsurers the inability or unwillingness of any reinsurer to meet its financial

obligations could negatively affect our operating results In addition market conditions beyond our control determine the

availability and cost of reinsurance No assurances can be made that reinsurance will remain available to the same extent and

on the same terms and rates as have been historically available If we are unable to maintain our current level of reinsurance

or purchase new reinsurance protection in amounts that we consider sufficient and at prices that we consider acceptable we

would have to either accept an increase in our net exposure or develop other alternatives to reinsurance Any of these

alternatives may adversely affect our business financial condition or operating results

We might be unable to attract or retain personnel who are key to our business

The success of our business is dependent to large extent on our ability to attract and retain key employees Competition in

the job market for senior executives and professionals such as sales personnel technology professionals actuaries and

investment professionals can be intense In general our employees are not subject to employment contracts or non-compete

agreements Difficulty in attracting and retaining employees could have negative impact on us

Our business operations and results could be adversely affected by inadequate performance of third-party

relationships

We are dependent on certain third-party relationships to maintain essential business operations These services include but

are not limited to information technology infrastructure application systems support transfer agent and cash management

services custodial services records storage management backup tape management security pricing services medical

information payroll and employee benefit programs
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We periodically negotiate provisions and renewals of these agreements and there can be no assurance that their terms will

remain acceptable to such third parties or us An interruption in our continuing relationship with certain of these third parties

or any material delay or inability to deliver essential services could materially affect our business operations and adversely

affect our results of operations

We face strong competition in our businesses from insurance companies and other financial services firms If we are

unable to price our products competitively or provide competitive service we could lose existing customers or fail to

attract new customers

We operate in highly competitive industry While there is no single company that we identify as dominant competitor in

our business many of our competitors are substantially larger and enjoy better financial strength ratings more financial

resources and greater marketing and distribution capabilities Our products compete with similarproducts sold by other

insurance companies and also with savings and investment products offered by banks asset managers and broker-dealers

Larger competitors with better financial strength ratings greater financial resources marketing and distribution capabilities

are better positioned competitively Larger firms are also able to better withstand market disruption offer more competitive

pricing and more effectively access debt and equity capital Moreover significant proportion of sales in the life insurance

and annuity industries represent exchanges from one companys to another companys products To the extent that more

competitive product alternative with better product features is offered by another company we could experience higher

policy surrenders

If we fail to compete effectively in this environment our results of operations and financial condition could be materially and

adversely affected

As holding company The Phoenix Companies Inc depends on the ability of its subsidiaries to transfer funds to

meet its obligations and pay shareholder dividends

The Phoenix Companies Inc is holding company and has no operations of its own Its ability to pay interest and principal

on outstanding debt obligations and to pay dividends to shareholders and corporate expenses depends primarily upon the

surplus and earnings of Phoenix Life and the ability of this subsidiary to pay dividends or to advance or repay funds

Payments of dividends and advances or repayment of funds by Phoenix Life are restricted by the applicable laws and

regulations including laws establishing minimum solvency and liquidity thresholds For example the statutory ability of

Phoenix Life to pay dividends to the Company without special regulatory approval is $71.8 million for 2012 Changes to

these laws or the application or implementation of those laws by regulatory agencies could constrain the ability of PNX to

meet its debt obligations and corporate expenses

We might need to fund deficiencies in our closed block which would adversely impact results of operations and could

also result in reduction in investments in our on-going business

We have allocated assets to our closed block to produce cash flows that together with additional revenues from the closed

block policies are reasonably expected to support our obligations relating to these policies Our allocation of assets to the

closed block was based on actuarial assumptions about the performance of policies in the closed block and the continuation

of the non-guaranteed policyholder dividend scales in effect for 2000 as well as assumptions about the investment earnings

the closed block assets will generate over time Since actual performance is likely to be different from these assumptions it is

possible that the cash flows generated by the closed block assets and the anticipated revenues from the policies included in

the closed block will prove insufficient to provide for the benefits guaranteed under these policies even if the non-guaranteed

policyholder dividend scale were to be reduced If this were to occur we would have to fund the resulting shortfall from

assets outside of the closed block which could adversely affect our results of operations and reduce our ability to invest in

other on-going businesses

Tax law and policy are frequently reviewed and changed by the Internal Revenue Service and Congress and future

changes in laws or regulations could increase our tax costs and make some of our products less attractive to

consumers

Significant and fundamental changes in U.S federal income tax laws Treasury and other regulations have been made in

recent years and additional changes are likely Any such change may affect us Moreover judicial decisions regulations or

administrative pronouncements could unfavorably affect our tax costs and make certain of our products less attractive to

consumers
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Certain products we offer primarily life insurance and annuities receive favorable tax treatment under current federal and

state tax law This favorable treatment may be considered as providing certain of our products competitive tax advantage

over noninsurance products This advantage is separate from the death benefit protection and lifetime payout guarantees

offered by life insurance and annuity products In addition an increasing proportion of our annuity contracts are issued in

connection with Individual Retirement Accounts IRAs which also provide tax benefits to policyholders Furthermore

meaningful number of our in-force life insurance policies were originally sold for estate and business planning purposes

The tax consequences associated with our products could be altered at any time by legislative judicial or administrative

action Any such action that increases the taxation on our products or reduces the taxation on competing products could

lessen the advantage or create disadvantage for certain of our products making them less competitive

With respect to life insurance company taxation the current administrations proposed federal budget includes substantial

changes in the computation of the dividends received deduction relative to both general account and separate account

dividends If enacted they could increase our taxable income and unfavorably impact our tax provision allocated to

continuing operations which would reduce our consolidated net income The current administration has proposed certain

other changes which if adopted could have material adverse effect on our financial position and our ability to sell our

products and could result in the surrender of some existing contracts and policies

We also benefit from certain tax provisions including but not limited to deductibility of performance-based compensation

that exceeds $1 .0 million tax-exempt bond interest dividends-received deductions tax credits such as foreign tax credits

and insurance reserve deductions Congress as well as foreign state and local governments also considers from time to time

legislation that could modify or eliminate these benefits as well as other corporate tax provisions thereby increasing our tax

costs If such legislation were to be adopted our consolidated results of operations could be adversely impacted

We cannot predict whether any relevant tax legislation will be enacted what the impact of such legislation would be on our

tax costs and sales of our products what the specific terms of any such legislation will be or whether any such legislation

would have material adverse effect on our financial condition and results of operations

Federal and state regulation may increase our cost of doing business impose additional reserve or capital

requirements levy financial assessments or constrain our operating and financial flexibility any of which could

adversely affect our business results of operations financial condition or liquidity

We are subject to extensive laws and regulations administered and enforced by number of different governmental

authorities including state insurance regulators state securities administrators the SEC the New York Stock Exchange the

Financial Industry Regulatory Authority the U.S Department of Justice state attorneys general and foreign regulators In

light of recent events involving certain financial institutions and the current financial crisis the U.S government has

heightened its oversight of the financial services industry In addition it is possible that these authorities may adopt enhanced

or new regulatory requirements intended to prevent future crises in the financial services industry and to assure the stability

of institutions under their supervision We cannot predict whether such regulatory proposals will be adopted or what impact

if any such regulation could have on our business consolidated operating results financial condition or liquidity

Each of the authorities that regulates us exercises degree of interpretive latitude Consequently we are subject to the risk

that compliance with any particular regulators or enforcement authoritys interpretation of legal issue may not result in

compliance with another regulators or enforcement authoritys interpretation of the same issue particularly when

compliance is judged in hindsight In addition there is risk that any particular regulators or enforcement authoritys

interpretation of legal issue may change over time to our detriment or that changes in the overall legal environment may
even absent any particular regulators or enforcement authoritys interpretation of legal issue changing cause us to change

our views regarding the actions we need to take from legal risk management perspective thus necessitating changes to our

practices that may in some cases limit our ability to grow and improve the profitability of our business

15



On July 21 2010 the President signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act the

Act which implements significant changes in the financial regulatory landscape and will impact institutions operating in

many segments of the financial services industry including the Company Although certain provisions became effective

immediately many of the Acts provisions require adoption of rules that will govern implementation The Act may among
other things increase our regulatory compliance burden by requiring us to invest management attention and resources to

evaluate and make necessary changes to our policies and procedures and the manner in which we conduct our business The

government has created the Federal Insurance Office FlO under the Act as branch of the Treasury

Department Under its charge to improve consumer protection the FlO may regulate actual product design and mandate

additional disclosure rules We are uncertain as to the impact that this new legislation and regulatory guidance will have on

the Company and cannot assure that it will not adversely affect our financial condition and results of operations

State insurance laws regulate most aspects of our U.S insurance businesses and our insurance subsidiaries are regulated by

the insurance departments of the states in which they are domiciled and licensed State insurance regulators and the NAIC

regularly re-examine existing laws and regulations applicable to insurance companies and their products State laws in the

U.S grant insurance regulatory authorities broad administrative powers with respect to among other things

licensing companies and agents to transact business

calculating the value of assets to determine compliance with statutory requirements

mandating certain insurance benefits regulating certain premium rates reviewing and approving policy forms

regulating unfair trade and claims practices including through the imposition of restrictions on marketing and sales

practices distribution arrangements and payment of inducements

establishing statutory capital and reserve requirements and solvency standards

fixing maximum interest rates on insurance policy loans and minimum rates for guaranteed crediting rates on life

insurance policies and annuity contracts

approving changes in control of insurance companies

restricting the payment of dividends and other transactions between affiliates and

regulating the types amounts and valuation of investments

Changes in all of these laws and regulations or in interpretations thereof are often made for the benefit of the consumer at

the expense of the insurer and thus could have material adverse effect on our business consolidated operating results

financial condition and liquidity Compliance with these laws and regulations is also time consuming and personnel-

intensive and changes in these laws and regulations may increase materially our direct and indirect compliance costs and

other
expenses

of doing business thus having an adverse effect on our business consolidated operating results financial

condition and liquidity

Regulatory actions could result in fInancial losses or harm to our businesses

Various 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 During the past several years there has been significant increase in federal and state regulatory activity

relating to financial services companies with number of recent regulatory inquiries focusing on valuation and cost of

insurance increase issues Financial services companies have also been the subject of broad industry inquiries by state

regulators and attorneys general which do not appear to be company-specific such as business practices upon notification of

death We continue to cooperate with the applicable regulatory authorities in these matters While the regulatory authorities

have not taken action against us with regard to these inquiries we may be subject to further related or unrelated inquiries or

actions in the future In light of recent events involving certain financial institutions the U.S government has heightened its

oversight of the financial services industry in general and of the insurance industry in particular Further recent adverse

economic and market events may have the effect of encouraging litigation arbitration and regulatory action in response to the

increased frequency and magnitude of investment losses which may result in unfavorable judgments awards and

settlements regulatcry fines and an increase in our related legal expenses

It is not feasible to predict or determine the ultimate outcome of all regulatory proceedings or to provide reasonable
ranges of

potential losses We believe that the outcomes of regulatory matters are not likely either individually or in the aggregate to

have material adverse effect on our consolidated financial condition However given the inherent unpredictability of

regulatory matters it is possible that an adverse outcome in certain matters could from time to time have material adverse

effect on our consolidated financial statements in particular quarterly or annual periods



Legal actions are inherent in our businesses and could adversely affect our results of operations or financial position

or harm our businesses or reputation

We are and in the future may be subject to legal actions in the ordinary course of our businesses Some of these proceedings

have been brought and may be brought in the future on behalf of various alleged classes of complainants In certain of these

matters the plaintiffs are seeking large and/or indeterminate amounts including punitive or exemplary damages Substantial

legal liability in these or future legal actions could have an adverse affect on us or causeus reputational harm which in turn

could among other items harm our business prospects result in regulatory or legislative responses
and have an adverse

effect on our consolidated financial statements

We could have material losses in the future from our discontinued reinsurance business

In 1999 we discontinued our reinsurance operations through combination of sale reinsurance and placement of certain

retained group accident and health reinsurance business into run-off We adopted formal plan to stop writing new contracts

covering these risks and to end the existing contracts as soon as those contracts would permit However we remain liable for

claims under contracts which have not been commuted

We have established reserves for claims and related expenses that we expect to pay on our discontinued group accident and

health reinsurance business These reserves are 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 from our retrocessionaires and the likely legal and administrative costs of winding

down the business

We expect our reserves and reinsurance 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 we expect to pay claims out of existing

estimated reserves as the level of business diminishes In addition unfavorable or favorable claims and/or reinsurance

recovery experience is reasonably possible and could result in our recognition of additional losses or gains respectively in

future years For these reasons we cannot know today what our actual claims experience will be In addition we are involved

in disputes relating to certain portions of our discontinued group accident and health reinsurance business See Note 24 to our

consolidated financial statements under Item Financial Statements and Supplementary Data in this Annual Report on

Form 10-K for more information

In establishing our reserves described above for the payment of insured losses and expenses on this discontinued business we

have made assumptions about the likely outcome of the disputes referred to above including an assumption that substantial

recoveries would be available from our reinsurers on all of our discontinued reinsurance business However the inherent

uncertainty of arbitrations and lawsuits including the uncertainty of estimating whether any settlements we may enter into in

the future would be on favorable terms makes it hard to predict outcomes with certainty Given the need to use estimates in

establishing loss reserves and the difficulty in predicting the outcome of arbitrations and lawsuits our actual net ultimate

exposure likely will differ from our current estimate If future facts and circumstances differ significantly from our estimates

and assumptions about future events with respect to the disputes referred to above or other portions of our discontinued

reinsurance business our current reserves may need to be increased materially with resulting material adverse effect on our

results of operations and financial condition

Changes in accounting standards issued by the Financial Accounting Standards Board or other standard-setting

bodies may adversely affect our financial statements

Our financial statements are subject to the application of GAAP which is periodically revised and/or expanded Accordingly

from time to time we are required to adopt new or revised accounting standards or guidance issued by recognized

authoritative bodies including the Financial Accounting Standards Board

It is possible that these and other future accounting standards we are required to adopt could change the current accounting

treatment that we apply to our consolidated financial statements and that such changes could significantly affect our reported

financial condition and results of operations See Note to our consolidated financial statements under Item Financial

Statements and Supplementary DataAdoption of New Accounting Standards in this Annual Report on Form 10-K for

more information
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We identified material weakness in our internal controls over financial reporting during the year ended

December 31 2010 which was remediated during 2011 If we fail to maintain an effective system of internal controls

over financial reporting the accuracy and timing of our financial reporting may be adversely affected

Effective internal controls are necessary for us to provide timely and reliable financial reports and effectively prevent fraud

Any inability to provide reliable financial reports or prevent fraud could harm our business If we fail to maintain adequate

internal controls our financial statements may not accurately reflect our financial condition which could cause investors to

lose confidence in our reported financial information and have an adverse effect on our business

item lB Unresolved Staff Comments

As of December 31 2011 the Company had no unresolved SEC staff comments regarding its periodic or current reports

Item Properties

Our executive headquarters consist of our main office building at One American Row in Hartford Connecticut which we

own and occupy We also lease space in two garages in Hartford Connecticut for employee parking Property is also leased

for our home offices in East Greenbush New York

item Legal Proceedin2s

We are regularly involved in litigation and arbitration both as defendant and as plaintiff The litigation and arbitration

naming us as defendant ordinarily involves our activities as an insurer employer investor or investment advisor

It is not feasible to predict or determine the ultimate outcome of all legal or arbitration proceedings or to provide reasonable

ranges of potential losses Based on current information we believe that the outcomes of our litigation and arbitration matters

are not likely either individually or in the aggregate to have material adverse effect on our consolidated financial

condition However given the large or indeterminate amounts sought in certain of these matters and the inherent

unpredictability of litigation and arbitration it is possible that an adverse outcome in certain matters could from time to time

have material adverse effect on our consolidated financial statements in particular quarterly or annual periods

The definitive agreement to sell PFG contains provision requiring the Company to indemnify Tiptree Partners LP

Tiptree for any losses due to actions resulting from certain specified acts or omissions associated with the divested

business prior to closing There has been litigation filed that falls within this provision of the agreement The Company
intends to defend these matters vigorously

Carol Curran et AGL Lfe Assurance Co eta is case filed in the state district court in Boulder County Colorado

that falls under the indemnification with Tiptree The Company is not party to the lawsuit On August 20fl the state

district court judge certified class action On October 18 2011 the Colorado Supreme Court granted defendants petition to

determine whether the Securities Litigation Uniform Standards Act deprives the state court ofjurisdiction of the class action

as certified and issued stay of the state court proceedings On January 17 2012 the Colorado Supreme Court dismissed the

appeal without reaching the merits The trial court proceedings will now continue The outcome of this litigation and the

amount or range of potential loss are uncertain

Item Mine Safety Disclosures

Not applicable

18



PART II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of

Equity Securities

Market

Shares of our common stock trade on the New York Stock Exchange under the ticker symbol PNX As of March 13 2012
there were 192698 registered holders of our common stock

Unregistered Shares

We issued the following shares of common stock to eligible policyholders of Phoenix Life effective as of June 25 2001 in

connection with Phoenix Lifes demutualization on that date 56174373 shares in 2001 and 5502 shares in the ten years

ended December 31 2011 We issued these shares in exchange for their membership interests without registration in reliance

on an applicable exemption from registration under the Securities Act of 1933 as amended

Throughout 2011 we issued an aggregate of 428766 restricted stock units RSUs to our nine independent directors in lieu

of current compensation as elected by the directors without registration in reliance on an applicable exemption from

registration under Section 42 of the Securities Act of 1933 as amended Each of the RSUs is potentially convertible into one

share of our common stock

Securities Authorizedfor Issuance Under Equity Compensation Plans

The Company has compensation plans under which equity securities of the Company are authorized for issuance See

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Stock Price

The following table presents the intraday high and low per share prices for our common stock on the New York Stock

Exchange for each fiscal quarter during the years 2011 and 2010 The closing price of our common stock was $1.68 per share

at December31 2011

2011 2010

High Low High Low

First Quarter 2.86 2.18 3.01 2.10

Second Quarter 2.77 2.08 3.83 2.11

Third Quarter 2.56 1.19 2.48 1.61

Fourth Quarter 2.12 0.97 2.72 1.98

Dividends

In 2011 and 2010 we did not pay any stockholder dividends
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Stock Performance

The following graph compares the cumulative total return on PNX Common Stock with the cumulative total returns of the

Standard Poors 500 Stock Index and the Standard Poors 500 Life and Health Insurance Index for the period

December 31 2006 through December 31 2011

The indices assume that $100 was invested on December 31 2006 with dividends being reinvested
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Item Selected Financial Data

Cumulative Total Return

December 31 2006 through December 31 2011

PNX SP 500 SP 500 Life Health Insurance Index

Our selected historical consolidated financial data as of and for each of the five
years

in the period ended December 31 2011

follows We derived the balance sheet data for the years
ended December 31 2011 and 2010 and the income statement data

for the years ended December 31 2011 2010 and 2009 from our consolidated financial statements in this Annual Report on

Form 10-K We derived the balance sheet data for the years
ended December 31 2009 2008 and 2007 and the income

statement data for the years ended December 31 2008 and 2007 from audited consolidated financial statements not in this

Annual Report on Form 10-K We have reclassified certain amounts for prior years
to conform with our fiscal year 2011

presentation

We prepared the following financial data other than statutory data in conformity with GAAP We derived the statutory data

from the Annual Statements of our Life Companies as filed with state insurance regulatory authorities and prepared it in

accordance with statutory accounting practices prescribed or permitted by state insurance regulators which vary in certain

material respects from GAAP

The following should be read in conjunction with Item Managements Discussion and Analysis of Financial Condition

and Results of Operations and our consolidated financial statements in this Annual Report on Form 10-K

12/31/06 12/31/07 12/31/08 12/31/09 12/31/10 12/31/11
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Years Ended December 31Selected Financial Data

in millions except per share data

Income Statement Data
Premiums2

Fee income

Net investment income

Net realized investment gains losses

Total other-than-temporary impairment

OTTI losses

Portion of OTTI losses recognized in

other comprehensive income OCI
Net OTTI losses recognized in earnings

Net realized investment gains losses

excluding OTTI losses

Net realized investment losses

Total revenues

Total benefits and expenses

Income loss from continuing operations

Income loss from discontinued operations

Basic Earnings Per ShareW

Income loss from continuing operations

Net income loss

Diluted Earnings Per Share

Income loss from continuing operations

Net income loss

0.26

0.07

0.26

0.07

0.21 1.68

0.11 2.74

0.21 1.68

0.11 2.74

1.55

6.35

1.55

6.35

1.00

1.03

0.98

1.01

Dividends per share 0.16 0.16

Balance Sheet Data

Cash and investments

Total assets

Indebtedness

Total liabilities

Total stockholders equity

15362.0 14288.7

21439.9 21082.3

426.9 427.7

20313.7 19926.8

1126.2 1155.5

13736.9

24586.2

428.0

23455.1

1131.1

13595.7

25813.4

458.0

24948.3

865.1

15706.4

30501.2

627.7

28222.2

2279.0

The reclassification of PFG and Phoenix Life and Reassurance of New York PLARNY to discontinued operations has been

reflected for all years

Prior period amounts have been revised to reflect the correction of an error related to the historical presentation of ceded premiums

related to certain reinsurance contracts within the closed block See Note to our consolidated financial statements under Item

Financial Statements and Supplementary Data in this Annual Report on Form 10-K for additional information regarding this revision

Premiums deposits and fees for 2011 include reduction in premiums ceded premiums of $2930.8 million related to the initial

consideration of the Nomura closed block treaty This was offset by $2637.8 million for MODCO reserve adjustments which also

flow through revenue and are offset in this line item The remaining $293.0 million offset for the coinsurance portion was presented

through benefits ceded reserves

In accordance with accounting practices prescribed by the New York Department of Financial Services NYDFS Phoenix Lifes

capital and surplus includes $174.2 million $174.1 million $174.1 million $174.1 million and $156.5 million of surplus notes

outstanding at December 31 2011 2010 2009 2008 and 2007 respectively

Amounts include both the PLIC and PHLVIC asset valuation reserve AVR AVR is statutory reserve intended to mitigate

changes to the balance sheet as result of fluctuations in asset values

2011 2010 2009 2008 2007

459.1 521.4 583.9 664.3 697.5

597.1 630.2 648.1 601.3 499.4

809.9 844.6 786.7 912.5 1056.7

64.6 105.2 201.5 245.0 51.9

38.9 55.6 93.1

25.7 49.6 108.4 245.0 51.9

9.3 39.7 6.2 50.8 45.9

16.4 9.9 102.2 295.8 6.0

1849.7 1986.3 1916.5 1882.3 2247.6

1817.7 2021.0 2003.6 2177.6 2114.2

30.1 24.6 196.0 176.8 113.3

net of income taxes 22.0 12.0 123.0 549.2 4.3

Net income loss 8.1 12.6 319.0 726.0 117.6

Combined Statutory Data

Premiums deposits and fees3 1508.1 1226.0 1201.5 2395.9 2566.2

Net income loss 157.9 188.1 148.4 267.4 25.2

Capital and surplus4 728.8 658.5 517.2 758.9 848.1

Asset valuation reserve AVR5 124.2 107.9 59.7 94.8 207.6

Capital surplus and AVR 853.0 766.4 576.9 853.7 1055.7
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Item Mana2ements Discussion and Analysis of Financial Condition and Results of Operations

FORWARD-LOOKING STATEMENTS

The discussion in this Annual Report on Form 10-K may contain forward-looking statements within the meaning of the

Private Securities Litigation Reform Act of 1995 We intend for these forward-looking statements to be covered by the safe

harbor provisions of the federal securities laws relating to forward-looking statements These forward-looking statements

include statements relating to trends in or representing management beliefs about our future transactions strategies

operations and financial results and often contain words such as will anticipate believe plan estimate

expect intend is targeting may should and other similar words or expressions Forward-looking statements

are made based upon management current expectations and beliefs concerning trends and future developments and their

potential effects on us They are not guarantees offuture performance Our actual business financial condition or results of

operations may dffer materially from those suggested by forward-looking statements as result of risks and uncertainties

which include among others unfavorable general economic developments including but not limited to specific related

factors such as the performance of the debt and equity markets ii the potential adverse affect of interest rate fluctuations

on our business and results of operations iii the impact on our results of operations and financial condition of any required

increase in our reserves for future policyholder benefits and claims jf such reserves prove to be inadequate iv the

possibility that mortality rates persistency rates funding levels or other factors may differ signtIcantly from our

assumptions used in pricing products the effect of limited access to external sources of liquidity andfinancing vi the

effect of guaranteed benefits within our products vii potential exposure to unidentified or unanticipated risk that could

adversely affect our businesses or result in losses viii the consequences related to variations in the amount of our statutory

capital could adversely affect our business ix the possibility that we may not be successful in our efforts to implement

business plan focused on new market segments changes in our investment valuations based on changes in our valuation

methodologies estimations and assumptions xi the impact of downgrades in our debt or financial strength ratings xii the

availability pricing and terms of reinsurance coverage generally and the inability or unwillingness of our reinsurers to meet

their obligations to us specflcally xiiiour ability to attract and retain key personnel in competitive environment

xiv our dependence on thirdparties to maintain critical business and administrative functions xv the strong competition

we face in our business from banks insurance companies and other financial services firms xvi our reliance as holding

company on dividends and other payments from our subsidiaries to meet our financial obligations and pay future dividends

particularly since our insurance subsidiaries ability to pay dividends is subject to regulatory restrictions xvii the potential

need to fund deficiencies in our closed block xviii tax developments may affect us directly or indirectly through the cost of

the demandfor or profitability of our products or services xix the possibility that the actions and initiatives of the federal

and state governments including those that we elect to participate in may not improve adverse economic and market

conditions generally or our business financial condition and results of operations specJIcally xx regulatory developments

or actions may harm our business xxi legal actions could adversely affect our business or reputation xxii potential future

material losses from our discontinued reinsurance business xxiii changes in accounting standards xxiv the potential

effect of material weakness in our internal control over financial reporting on the accuracy of our reported financial

results and xxv other risks and uncertainties described herein or in any of our filings with the SEC Certain other factors

which may impact our business financial condition or results of operations or which may cause actual results to differ from

such forward-looking statements are discussed or included in our periodic reports filed with the SEC and are available on

our webs ite at wwwphoenixwmcom under investor Relations You are urged to carefully consider all such factors We do

not undertake or plan to update or revise forward-looking statements to reflect actual results changes in plans assumptions

estimates or projections or other circumstances occurring after the date of this Form 10-K even such results changes or

circumstances make it clear that any forward-looking information will not be realized Ifwe make any future public

statements or disclosures which modfy or impact any of the forward-looking statements contained in or accompanying this

Form 0-K such statements or disclosures will be deemed to mod5 or supersede such statements in this Form 10-K
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MANAGEMENTS DISCUSSION AND ANALYSIS

Managements discussion and analysis reviews our consolidated financial condition at December 31 2011 and 2010 our

consolidated results of operations for the years 2011 2010 and 2009 and where appropriate factors that may affect our

future financial performance This discussion should be read in conjunction with Selected Financial Data included in

Item and our consolidated financial statements in this Annual Report on Form 10-K

Executive Overview

Business

The Phoenix Companies Inc the Company or PNX is holding company incorporated in Delaware Our operating

subsidiaries provide life insurance and annuity products through independent agents and financial advisors Our policyholder

base includes both affluent and middle market consumers with our more recent business concentrated in the middle market

Most of our life insurance in force is permanent life insurance whole life universal life and variable universal life insuring

one or more lives Our annuity products include deferred fixed and variable annuities with variety of death benefit and

guaranteed living benefit options

We believe our competitive strengths include

competitive and innovative products

underwriting and mortality risk management expertise

ability to develop business partnerships and

value-added support provided to distributors by our wholesalers and operating personnel

Since 2009 we have focused on selling products and services that are less capital intensive and less sensitive to our ratings

In 2011 93% of Phoenix product sales were fixed indexed annuities In addition we have expanded sales of other insurance

companies policies through our distribution subsidiary Saybrus Partners Inc Saybrus

We operate two businesses segments Life and Annuity and Saybrus The Life and Annuity segment includes individual life

insurance and annuity products including our closed block Saybrus provides dedicated life insurance and other consulting

services to financial advisors in partner companies as well as support for sales of Phoenixs product line through independent

distribution organizations

Earnings Drivers

substantial but gradually declining amount of our Life and Annuity segment earnings derive from the closed block which

consists primarily of participating life insurance policies sold prior to our demutualization and initial public offering in 2001

We do not expect the net income contribution from the closed block to deviate materially from its actuarially projected path

as long as actual cumulative earnings meet or exceed expected cumulative earnings See Note to our consolidated financial

statements under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K for more

information on the closed block

Apart from the closed block our Life and Annuity segments profitability is driven by interaction of the following elements

Fees on 1fe and annuity products Fees consist primarily ofl cost of insurance charges which are based on the

difference between policy face amounts and the account values referred to as the net amount at risk asset-

based fees including mortality and expense charges for variable annuities which are calculated as percentage of

assets under management within our separate accounts premium-based fees to cover premium taxes and renewal

commissions and surrender charges

Policy benefits include death claims net of reinsurance cash flows including ceded premiums and recoverables

interest credited to policyholders and changes in reserves for future claims payments Certain universal life reserves

are based on managements assumptions about future cost of insurance fees and interest margins which in turn are

affected by future premium payments surrenders lapses and mortality rates Actual experience can vary

significantly from these assumptions resulting in greater or lesser changes in reserves In addition we regularly

review and reset our assumptions in light of actual experience which can result in material changes to these

reserves
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For fixed indexed annuities policy benefits include the change in the liability associated with guaranteed minimum

withdrawal benefits and the fair value of an embedded derivative liability The assumptions used to calculate the

guaranteed minimum withdrawal liability are consistent with those used for amortizing deferred policy acquisition

costs The fair value of the embedded derivative liability is calculated using significant management estimates

including the expected value of index credits on the next policy anniversary dates the interest rate used to

project the future growth in the contract liability the discount rate used to discount future benefit payments

which includes an adjustment for our credit worthiness and the expected costs of annual call options that will be

purchased in the future to fund index credits beyond the next policy anniversary These factors can vary significantly

from period to period

Certain of our variable armuity contracts include guaranteed minimum death and income benefits The change in the

liability associated with these guarantees is included in policy benefits The value of these liabilities is sensitive to

changes in equity markets equity market volatility and interest rates as well as subject to management assumptions

regarding future surrenders rider utilization rates and mortality

Interest margins Interest margins consist of net investment income earned on universal life fixed indexed annuities

and other policyholder funds gains on options purchased to fund index credits less the interest or index credits

applied to policyholders on those funds Interest margins also include investment income on assets supporting the

Companys surplus

Non-deferred operating expenses are expenses related to servicing policies premium taxes reinsurance allowances

non-deferrable acquisition expenses and commissions and general overhead They also include pension and other

benefit costs which involve significant estimates and assumptions

Deferred policy acquisition cost amortization is based on the amount of expenses deferred actual results in each

quarter and managements assumptions about the future performance of the business The amount of future profit or

margin is dependent principally on investment returns in our separate accounts interest and default rates

reinsurance costs and recoveries mortality surrender rates premium persistency and expenses These factors enter

into managements estimates of gross profits or margins which generally are used to amortize deferred policy

acquisition costs Actual equity market movements net investment income in excess of amounts credited to

policyholders claims payments and other key factors can vary significantly from our assumptions resulting in

misestimate of gross profits or margins and change in amortization with resulting impact to income In addition

we regularly review and reset our assumptions in light of actual experience which can result in material changes in

amortization

Net realized investment gains or losses related to investments and hedging programs include transaction gains and

losses OTTIs and changes in the value of certain derivatives Certain of our variable annuity contracts include

guaranteed minimum withdrawal and accumulation benefits The change in fair value related to the embedded

derivative is also included in net realized gains or losses

Income tax expense/benefit consists of both current and deferred tax provisions Computation of these amounts is

function of pre-tax income and the application of relevant tax law and GAAP accounting guidance In valuing our

deferred tax assets we make significant judgments with respect to the reversal of certain temporary book-to-tax

differences specifically estimates of future taxable income over the periods in which the deferred tax assets are

expected to reverse including consideration of the expiration dates and amounts of carryforwards related to net

operating losses capital losses foreign tax credits and general business tax credits We have recorded valuation

allowance against significant portion of our deferred tax assets based on our assessment of the realizability of

those assets This assessment could change in the future resulting in release of the valuation allowance and

benefit to income

Under GAAP premiums and deposits for variable life universal life and annuity products are not recorded as revenues For

certain investment options of variable products deposits are reflected on our balance sheet as an increase in separate account

liabilities Premiums and deposits for universal life fixed annuities and certain investment options of variable annuities are

reflected on our balance sheet as an increase in policyholder deposit funds Premiums and deposits for other products are

reflected on our balance sheet as an increase in policy liabilities and accruals
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Saybrus is fee-based business driven by the commission revenue earned on consultation services provided to partner

companies as well as on sales of Phoenix Life and PHL Variable product
lines These fees are offset by compensation-related

expenses attributable to our sales force

Recent Trends in Earnings Drivers

Fees on lfe and annuity products Prior to the impact of the deferred policy acquisition cost unlocking noted below

fees on our life and annuity products declined $4.1 million in 2011 compared to 2010 The decline in fees was

primarily result of lower surrenders and decline in funds under management in universal life variable universal

life and variable annuity products Offsetting these declines was an increase in non-asset based fees related to fixed

indexed annuities In addition cost of insurance fees declined $23.3 million primarily related to lower universal life

insurance in force

Policy benefIts Policy benefits decreased $6.8 million in 2011 compared to 2010 Unlocking adjustments increased

policy benefits by $4.8 million in 2011 compared to decrease of $7.7 million in 2010 Excluding the impact of

unlocking the decrease in policy benefit expense on life insurance products was primarily result of lower interest

credited consistent with declining funds under management on universal life products partially offset by higher

death benefits In addition the change in fair value of the fixed indexed annuity embedded derivatives and the

liabilities associated with guarantees resulted in expense of $2.5 million and $5.4 million respectively in 2011

Expense related to the change in value of variable annuity guarantees was $30.3 million in 2011 compared to

benefit of $11.6 million in 2010

Interest margins Universal life interest margins increased primarily as result of lower interest credited consistent

with declining funds under management partially offset by lower net investment income Annuity interest margins

increased primarily as result of higher investment income attributable to growth in fixed indexed annuity funds

under management Investment income on assets backing surplus was $24.1 million in 2011 compared to $32.9

million in 2010 The decrease of $8.8 million was related to changes in valuation on partnership investments

Operating expenses Non-deferred operating expenses decreased $40.6 million to $225.7 million in 2011 compared

to $266.3 million in 2010 The decrease in operating expenses was result of lower professional fees and outside

services as well as lower compensation related expenses

Deferred policy acquisition cost Excluding the impact of realized investment gains deferred policy acquisition cost

amortization decreased $89.7 million to $210.7 million in 2011 This decrease in amortization was attributable to the

unlocking of assumptions as result of annual comprehensive reviews of assumptions in the third quarters of 2011

and 2010 The unlocking resulted in an overall decrease in amortization of $2.9 million in 2011 compared to an

acceleration of amortization of $46.4 million in 2010 In 2011 the unlocking primarily related to changes in

assumptions for universal life policies which resulted in decrease of $35.8 million from higher expected fees

partially offset by an increase of $34.0 million from lower premium persistency In 2010 the unlocking was

primarily driven by increased lapses in portions of our universal life business which resulted in $36.6 million of

additional amortization Excluding the impact of the unlocking amortization was lower by $41.4 million primarily

related to universal life as result of less favorable mortality experience during 2011

Net realized investment gains or losses on investments Net realized investment losses increased $6.5 million to

$16.4 million in 2011 compared to $9.9 million in 2010 The increase in net realized investment losses was

primarily
result of decline in net transaction gains of $28.3 million In addition realized losses related to fair

value options were $0.6 million in 2011 compared to realized gains of $3.5 million in 2010 These declines were

offset by $23.9 million of lower impairment losses for 2011 compared to 2010 Realized losses on derivative assets

and liabilities improved $2.0 million during 2011 This improvement was primarily attributable to $17.2 million of

lower realized losses on surplus hedge which utilizes futures and options to hedge against declines in equity

markets and the resulting statutory capital and surplus impact This improvement was offset by $16.6 million

increase in realized losses on embedded derivative liabilities and $2.5 million decrease in realized gains on

derivatives associated with variable annuity guarantees
Realized gains associated with variable annuity guarantees

included gain of$15.9 million for 2011 associated with the non-performance risk factor compared to gain of $1.4

million for 2010
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Income taxes The Company recorded an income tax expense of $1.9 million to continuing operations in 2011
compared to an income tax benefit of $10.1 million to continuing operations in 2010 deferred tax expense of$l.4
million in 2011 related to the establishment of valuation allowance on beginning-of-the-year deferred tax

balance which was not previously recognized Additionally current tax
expense of $0.5 million was recognized

related to alternative minimum tax AMT In 2010 as result of an exception to the intraperiod allocation rules

in accordance with ASC 740-20 Accounting for Income Taxes Intraperiod Tax Allocation $12.1 million tax

benefit was recorded to continuing operations which was partially offset by current tax expense of $2.0 million

Since its formation in the fourth quarter of 2009 Saybrus results of operations have steadily improved as revenue has
increased and

expenses have declined Inclusive of intercompany transactions revenue in 2011 was $18.2 million compared
with $6.0 million in 2010 Of these amounts revenue of $11.3 million and $2.7 million was earned from the sales of Phoenix
life and annuity products in 2011 and 2010 respectively Operating expenses declined to $19.5 million in 2011 from $25.0
million in 2010 This decline was primarily driven by decrease in compensation related expenses

Strategy and Outlook

Since 2009 we have taken significant actions to reduce expenses effectively manage our in force business reduce balance
sheet risk increase liquidity and pursue new growth opportunities These actions are beginning to have their intended effect

and we believe position us for profitability in 2012 and beyond However our business and results from operations are
sensitive to general economic conditions as well as capital market trends including equity markets and interest rates

We expect to continue to focus on the following key strategic pillars in 2012

Balance sheet strength

Policyholder service

Operational efficiency and

Profitable growth

We believe there is significant demand for our products among middle market households seeking to accumulate assets and
secure lifetime income during retirement The current low interest rate environment provides limited opportunities for

consumers to protect principal and generate predictable income Our indexed annuity products are positioned favorably vis-à
vis traditional investments such as bank certificates of deposits

Recent trends in the life insurance industry may affect our mortality policy persistency and premium persistency The
evolution of the financial needs of policyholders the emergence of secondary market for life insurance and increased

availability and subsequent contraction of premium financing suggest that the reasons for purchasing our products changed
Deviations in experience from our assumptions have had and could continue to have an adverse effect on the profitability of
certain universal life products Most of our current products permit us to increase charges and adjust crediting rates during the
life of the policy or contract subject to guarantees in the policies and contracts We have made and may in the future make
such adjustments

Recent Developments

Formation of Distribution Company

On November 2009 we announced the formation of distribution company subsidiary Saybrus and that Saybrus had
entered into an agreement with financial services firm Edward Jones to provide life insurance consulting services to the

firms financial advisors Phoenix formed Saybrus as part of series of actions to strengthen its market position and strategy

Saybrus provides dedicated consultation services to partner companies as well as support for Phoenixs product line within

our own distribution channels Saybrus signed additional consulting clients in 2010 and 2011

Suspension of Distribution Relationships

In March 2009 our two largest life and annuity distributors State Farm and National Life Group stopped selling Phoenix

products The actions by these and other distribution partners were primarily in
response to downgrades by rating agencies

and ultimately reduce our ability to borrow We have responded by refocusing our strategy on less rating-sensitive activities

and market segments
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Recent Acquisitions and Dispositions

Goodwin Capital Advisers Inc

On September 14 2011 we entered into definitive agreement to sell Goodwin Capital Advisers Inc Goodwin to

Conning Holdings Corp Conning Holdings Also on September 14 2011 we entered into multi-year investment

management agreements with Conning Inc Conning under which Conning will manage the Companys publicly-traded

fixed income assets Because of the ongoing cash flows associated with the investment management agreements results of

these operations have been reflected within continuing operations The transaction closed on November 18 2011 realized

gain of $4.0 million was recognized on the sale during the fourth quarter
of 2011

Private placement bond and limited partnership investments previously managed under Goodwin will continue to be

managed by Phoenix under its subsidiary Phoenix Life

PFG Holdings Inc

On January 2010 we signed definitive agreement to sell PFG and its subsidiaries including AGL Life Assurance

Company to Tiptree Because of the divestiture we determined that these operations are reflected as discontinued operations

On June 23 2010 the Company completed the divestiture of PFG and closed the transaction

The definitive agreement contains provision requiring the Company to indemnify Tiptree for any losses due to actions

resulting from certain specified acts or omissions associated with the divested business prior to closing There has been

litigation filed that falls within this provision of the agreement The Company intends to defend these matters vigorously See

24 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

tal Report on Form 10-K for additional information

iix Life and Reassurance Company ofNew York

aded within the January 2010 agreement with Tiptree was provision for the purchase of PLARNY pending regulatory

roval On September 24 2010 approval was obtained from the State of New York Insurance Department for Tiptree and

Holdings Acquisition Corporation to acquire PLARNY The transaction closed on October 2010 Because of the

iestiture these operations are reflected as discontinued operations

pact of New Accounting Standards

discussion of accounting standards and change in accounting see Note to our consolidated financial statements under

Financial Statements and Supplementary Data in this Annual Report on Form 10-K
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Critical Accounting Estimates

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 estimates are reflective of significant judgments often as result of the need to make estimates about the

effect of matters that are inherently uncertain

Certain of our critical accounting estimates are as follows

Deferred Policy Acquisition Costs

We amortize deferred policy acquisition costs based on the related policys classification For individual participating life

insurance policies deferred policy acquisition costs are amortized in proportion to estimated gross margins For universal

life variable universal life and accumulation annuities deferred policy acquisition costs are amortized in proportion to

estimated gross profits EGPs Policies may be surrendered for value or exchanged for different one of our products

internal replacement The deferred policy acquisition costs balance associated with the replaced or surrendered policies is

adjusted to reflect these surrenders in addition an offset to deferred policy acquisition costs and accumulated other

comprehensive income AOCI is recorded each period for unrealized gains or losses on securities classified as available-

for-sale as if they had been realized an adjustment to deferred policy acquisition costs amortized using gross profits or gross

margins would result

The projection of EGPs requires the extensive use of actuarial assumptions estimates and judgments about the future Fut

EGPs are generally projected on policy-by-policy basis for the estimated lives of the contracts Assumptions are set

separately for each product and are reviewed at least annually based on our current best estimates of future events The

following table summarizes the most significant assumptions used in the categories set forth below

Significant Assumption Product Explanation and Derivation

Separate account investment return Variable Annuities Separate account return assumptions are derived from the

6.0% long-term return long-term returns observed in the asset classes in which

assumption separate accounts are invested reduced by fund fees and

mortality and expense charges Short-term deviations fror

Variable Universal Life the long-term expectations are expected to revert to the

6.9% long-term return long-term assumption over five years

assumption

Interest rates and default rates Fixed and Indexed Annuities Investment returns are based on the current yields and

Universal Life maturities of our fixed income portfolio combined with

Closed Block expected reinvestment rates given current market interest

rates Reinvestment rates are assumed to revert to long-te

rates implied by the forward yield curve and long-term

default rates Contractually permitted future changes in

credited rates are assumed to help support investment

margins

Mortality longevity Universal Life Mortality assumptions are based on Company experience

Variable Universal Life over rolling five-year period plus supplemental data from

Immediate Annuities industry sources and trends These assumptions vary by

Indexed Annuities issue age gender underwriting class and policy duration

Policyholder behavior surrenders Universal Life Surrender assumptions vary by product and year and are

Variable Universal Life updated with experience studies Policyholders are generally

Variable Annuities assumed to behave rationally hence rates are typically

Fixed and Indexed Annuities lower when surrender penalties are in effect or when policy

benefits are more valuable
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Significant Assumption
Product Explanation and Derivation

Policyholder behavior premium Universal Life Future premiums
and related fees are projected based on

persistency
Variable Universal Life contractual terms product illustrations at the time of sale

and expected policy lapses without value Assumptions are

updated based on actual experience studies and include

anticipated future changes if the Company has high degree

of confidence that such changes will be implemented e.g

change in cost of insurance charges

Expenses
All products

Projected maintenance expenses to administer policies
in

force are based on annually updated studies of expenses

incurred

Reinsurance costs recoveries Universal Life Projected reinsurance costs are based on treaty terms

Variable Universal Life currently in force Recoveries are based on the Companys

Variable Annuities assumed mortality and treaty terms Treaty recaptures are

based on contract provisions and managements intentions

To determine the reasonableness of the prior assumptions used and their impact on previously projected account values and

the related EGPs we evaluate on quarterly basis our previously projected EGPs Our process to assess the reasonableness

of our EGPs involves the use of internally developed models together with actual experience analysis of market and industry

trends and other external events Actual gross profits that vary from managements initial estimates in given reporting

period result in increases or decreases in the rate of amortization recorded in the period

In addition to our quarterly reviews we conduct comprehensive assumption review on an annual basis or as circumstances

warrant We generally only update the assumptions and adjust the deferred policy acquisition cost balance in the quarterly

period in which this comprehensive review is performed unless material changethat we feel is indicative of long-term

trend is observed in an interim period

Upon completion of these reviews we revise our assumptions to reflect our current best estimate thereby changing our

estimate of EGPs in the deferred policy acquisition cost and unearned revenue amortization models as well as projections

within the death benefit and other insurance benefit reserving models The deferred policy acquisition cost asset the unearned

revenue reserves and death benefit and other insurance benefit reserves are then adjusted with an offsetting benefit or charge

to income to reflect such changes in the period of the revision process known as unlocking Finally an analysis is

performed periodically
to assess whether there are sufficient gross margins or gross profits to amortize the remaining deferred

policy acquisition costs balances If the estimates of gross profits or margins cannot support the continued amortization or

recovery
of deferred policy acquisition costs the amortization of such costs is accelerated in the period in which the

assumptions are changed resulting in charge to income

Over the last several years the Company has revised number of assumptions resulting in changes to expected future gross

profits

Separate account returns Declines in equity markets have been reflected in the separate account return assumptions

for variable annuities and variable universal life business to maintain reasonable reversion-to-mean rates of return

As part of our analysis of separate account returns we performed two sensitivity tests If at December 31 2011 we

had reprojected EGPs using 100 basis point lower separate
account return assumption after fund fees and

mortality and expense charges and used our current best estimate assumptions for all other assumptions the

estimated increase to amortization and decrease to net income would have been approximately $6.1 million before

taxes Conversely 100 basis point increase in the separate account return assumption would have decreased

amortization and increased net income by approximately $3.8 million before taxes

Interest rates and default rates The long-term decline in interest rates has resulted in reduced EGPs for certain

products and may increase future amortization related to certain products However the impact of such change

would depend among other things on changes in long-term default rates the relative change between short-term

and long-term
interest rates the ability and managements preparedness

to change policy credited rates or insurance

charges and managements view on how sustained decrease in interest rates would be
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Policyholder behavior Changes in surrender and premium persistency assumptions have been based on actual

experience and have resulted in both increases and decreases to projected EGPs Policyholder behavior assumptionshave been difficult to predict because they are subject to combination of individual and external environmental
factors The impact of such changes is not uniform across different types of policies or time periods with increases
in amortization for some policies or time periods offset by decreases in others In addition changes in policyholder
charges or credited rates directly affect EGPs and may also affect policyholder behavior in the future

Expenses Reductions in the Companys cost structure have lowered policy administration
expense assumptionsembedded in EGPs The impact of future reductions in

policy administration expense could further increase EGPs
and benefit net income

Policy Liabilities and Accruals

Reserves are liabilities representing estimates of amounts that will come due to policyholders at some point in the future
Certain death and other insurance benefit features require an additional liability be held above the account value liability
representing the present value of future benefits in excess of policyholders funds and

recognizing this excess ratably basedon expected assessments For universal life policies we calculate this liability based on our best estimate of surrender and
lapse rates interest margin mortality premium persistency funding patterns and reinsurance costs and recoveries
Coincident with our deferred policy acquisition cost reviews these assumptions are assessed on regular basis based on our
past experience industry studies regulatory requirements and estimates about the future Additional policyholder liabilities
related to GMIB and GMDB variable annuity contract riders are calculated using stochastic projections as they tend to varywith capital market movements

See Note to our consolidated financial statements under Item Financial Statements and Supplementary Data and the
Enterprise Risk Management section of Item Managements Discussion and Analysis of Financial Condition and
Results of Operations in this Annual Report on Form 10-K for more information

Embedded Derivative Liabilities

We make guarantees on certain variable annuity contracts including GMAB and GMWB as well as provide credits based onthe performance of certain indices index credits on our fixed indexed annuity contracts that meet the definition of anembedded derivative The GMAB and GMWB embedded derivative liabilities associated with our variable annuity contracts
are accounted for at fair value using risk neutral stochastic valuation methodology with changes in fair value recorded in
realized investment gains The inputs to our fair value methodology include information derived from the asset derivatives
market including the volatility surface and the swap curve Several additional inputs are not obtained from independent
sources but instead reflect our internally developed assumptions related to mortality rates lapse rates and policyholder
behavior The fair value of the embedded derivative liabilities associated with the index credits on our fixed indexed annuity
contracts is calculated using the budget method with changes in fair value recorded in policy benefits The initial value under
the budget method is established based on the fair value of the options used to hedge the liabilities The budget amount for
future years is based on the impact of projected interest rates on the discounted liabilities Several additional inputs reflect our
internally developed assumptions related to lapse rates and policyholder behavior As there are significant unobservable
inputs included in our fair value methodology for these embedded derivative liabilities we consider the above-described
methodology as whole to be Level within the fair value hierarchy

Our fair value calculation of variable annuity GMAB and GMWB embedded derivative liabilities includes credit standing
adjustment the CSA The CSA represents the adjustment that market

participants would make to reflect the risk that
guaranteed benefit obligations may not be fulfilled non-performance risk In analyzing various alternatives to the CSA
calculation we determined that we could not use credit default swap spreads as there are no such observable instruments onPhoenixs life insurance subsidiaries nor could we consistently obtain an observable price on the surplus notes issued byPhoenix Life as the surplus notes are not actively traded Therefore when discounting the rider cash flows for calculation of
the fair value of the liability we calculated the CSA that reflects the credit spread based on Standard Poors BB- credit
rating for financial services companies similar to the Companys life insurance subsidiaries

This average credit spread is recalculated
every quarter and therefore the fair value will change with the passage of time

even in the absence of any other changes that would affect the valuation For example the December 31 2011 fair value of
$41.9 million would increase to $44.7 million if the chosen spread were decreased by 50 basis points If the chosen spreadwere increased by 50 basis points the fair value would decrease to $39.3 million The impact of the CSA at December 31
2011 and 2010 was reduction of $36.0 million and $19.9 million in the reserves associated with these riders respectively
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Valuation of Debt and Equity Securities

We classify our debt and equity securities as available-for-sale and report them in our balance sheet at fair value Fair value is

based on quoted market price where available When quoted market prices are not available we estimate fair value by

discounting debt security cash flows to reflect interest rates currently being offered on similar terms to borrowers of similar

credit quality by quoted market prices of comparable instruments and by independent pricing sources or internally developed

pricing models

Fair Value of Fixed Maturity Securities As of December 31 2011

by Pricing Source Fixed of

in millions
Maturities Total

at Fair Value Fair Value

Priced via independent market quotations
7876.9 66.2%

Priced via matrices 3037.3 25.5%

Priced via broker quotations
211.2 1.8%

Priced via other methods
496.4 4.2%

Short-term investmentsW
268.2 2.3%

Total 11890.0 100.0%

Short-term investments are valued at amortized cost which approximates fair value

See Note 14 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for additional disclosures of our fair value methodologies

Other-than- Temporary Impairments

We recognize realized investment losses when declines in fair value of debt and equity securities are considered to be other-

than-temporary

For debt securities the other-than-temporarily impaired amount is separated into the amount related to credit loss and is

reported as net realized investment losses included in earnings and any amounts related to other factors are recognized in

OCI The credit loss component represents the difference between the amortized cost of the security and the net present value

of its projected future cash flows discounted at the effective interest rate implicit in the debt security prior to impairment

Any remaining difference between the fair value and amortized cost is recognized in OCI Subsequent to the recognition of

an OTTI the impaired security is accounted for as if it had been purchased on the date of impairment at an amortized cost

basis equal to the previous amortized cost basis less the OTTI recognized in earnings We will continue to estimate the

present value of future expected cash flows and if significantly greater than the new cost basis we will accrete the difference

as investment income on prospective basis once the Company has determined that the interest income is likely to be

collected

In evaluating whether decline in value is other than temporary we consider several factors including but not limited to the

following

the extent and the duration of the decline

the reasons for the decline in value credit event interest related or market fluctuations

our intent to sell the security or whether it is more likely than not that we will be required to sell it before recovery

and

the financial condition and near term prospects of the issuer

debt security impairment is deemed other than temporary if

we either intend to sell the security or it is more likely than not that we will be required to sell the security before

recovery or

it is probable we will be unable to collect cash flows sufficient to recover the amortized cost basis of the security
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Impairments due to deterioration in credit that result in conclusion that the present value of cash flows expected to be

collected will not be sufficient to recover the amortized cost basis of the security are considered other than temporary Other

declines in fair value for example due to interest rate changes sector credit rating changes or company-specific rating

changes that result in conclusion that the present value of cash flows expected to be collected will not be sufficient to

recover the amortized cost basis of the security may also result in conclusion that an OTTI has occurred

On quarterly basis we review all securities in an unrealized loss position for potential recognition of an OTTI In addition

we maintain watch list of securities in default near default or otherwise considered by our investment professionals as

being distressed potentially distressed or requiring heightened level of scrutiny We also identify all securities whose fair

value has been below amortized cost on continuous basis for zero to six months six months to 12 months and greater than

12 months

We employ comprehensive process to determine whether or not security in an unrealized loss position is other-than-

temporarily impaired This assessment is done on security-by-security basis and involves significant management

judgment The assessment of whether impairments have occurred is based on managements evaluation of the underlying

reasons for the decline in estimated fair value The Companys review of its fixed maturity and equity securities for

impairments includes an analysis of the total gross unrealized losses by three categories of severity andlor age of the
gross

unrealized loss as summarized on pages 4748 and 49 Duration of Gross Unrealized Losses on Securities An extended

and severe unrealized loss position on fixed maturity security may not have any impact on the ability of the issuer to service

all scheduled interest and principal payments and the Companys evaluation of recoverability of all contractual cash flows or

the ability to recover an amount at least equal to its amortized cost based on the present value of the expected future cash

flows to be collected In contrast for certain equity securities greater weight and consideration are given by the Company to

decline in market value and the likelihood such market value decline will recover

Specifically for structured securities to determine whether collateralized security is impaired we obtain underlying data

from the securitys trustee and analyze it for performance trends security-specific stress analysis is performed using the

most recent trustee information This analysis forms the basis for our determination of whether the security will pay in

accordance with the contractual cash flows

The closed block policyholder dividend obligation applicable deferred policy acquisition costs and applicable income taxes

which offset realized investment gains and losses and OTTIs are each reported separately as components of net income

See Note to our consolidated financial statements under Item Financial Statements and Supplementary Data and the

Debt and Equity Securities and Enterprise Risk Management sections of Item Managements Discussion and

Analysis of Financial Condition and Results of Operations in this Annual Report on Form 10-K for more information

Deferred Income Taxes

We account for income taxes in accordance with ASC 740 Accounting for Income Taxes Deferred tax assets and/or

liabilities are determined by multiplying the differences between the financial reporting and tax reporting bases for assets and

liabilities by the enacted tax rates expected to be in effect when such differences are recovered or settled The effect on

deferred taxes of change in tax rates is recognized in income in the period that includes the enactment date Valuation

allowances on deferred tax assets are estimated based on our assessment of the realizability of such amounts

As of December 31 2011 we performed our assessment of the realization of deferred tax assets This assessment included

consideration of the gross deferred tax liabilities as source of income as well as the cumulative loss incurred over the three-

year period ended December 31 2011 As result of the cumulative loss and all other relevant considerations we concluded

that our estimates of future taxable income and certain tax planning strategies did not constitute sufficient positive evidence

to assert that it is more likely than not that certain deferred tax assets would be realizable before expiration We believe it is

reasonably possible that the Company will begin to record positive three-year cumulative income during 2012 which could

result in reduction of the valuation allowance and benefit to income tax expense

As of December 31 2011 valuation allowance of $254.5 million has been recorded on net deferred tax assets of $372.7

million We have concluded that valuation allowance on the remaining $118.2 million of deferred tax assets attributable to

available-for-sale debt securities with gross unrealized losses was not required due to our ability and intent to hold these

securities until
recovery of fair value or contractual maturity thereby avoiding realization of taxable capital losses This

conclusion is consistent with prior periods
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For the year
ended December 31 2011 we recognized net increase in the valuation allowance of $13.5 million compared to

2010 Accounting guidance requires that changes in the valuation allowance be allocated to various financial statement

components of income or loss The net increase to the valuation allowance corresponds to an increase of$l.6 million in

income statement related deferred tax balances and an increase of $11.9 million in OCI-related deferred tax balances The

increase of $1.6 million in income statement related deferred tax balances is comprised of an increase of $7.8 million

recorded to discontinued operations partially offset by decrease of $6.2 million recorded to continuing operations These

movements in the valuation allowance offset movements in the net pre-valuation allowance deferred tax balances

The tax provision reported in continuing operations of $1.9 million consists primarily of deferred tax expense of $1.4

million related to the establishment of valuation allowance on beginning-of-the-year deferred tax balance which was not

previously recognized Additionally current tax expense of $0.5 million was recognized related to AMT For the AMT the

expected deferred tax asset offset to the AMT credit carryforward was eliminated by an increase in the valuation allowance

As of December 31 2011 $314.1 million of net operating and capital loss carryoverbenefits were included in the deferred

tax asset Of this amount $170.8 million related to $487.9 million of federal net operating losses that are scheduled to expire

between the years 2021 and 2031 An additional $136.2 million related to $389.2 million of federal capital losses that are

scheduled to expire between the years 2012 and 2016 with $18.8 million and $205.5 million expiring in 2012 and 2013

respectively The remaining amount of $7.1 million is attributable to state income tax net operating losses

As of December 31 2011 we had deferred income tax assets of $2.0 million related to foreign tax credit carryovers
which

are expected to expire between the 2015 and 2020 tax years As of December 31 2011 we had deferred income tax assets of

$35.3 million related to general business tax credit
carryovers

which are expected to expire between the years
2022 and

2031 Additionally we had deferred income tax assets of $1.7 million related to AMT credit carryovers

See Note 15 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information related to income taxes

Pension and Other Post-Employment Benefits

We have three defined benefit pension plans covering our employees The employee pension plan covering substantially all

of our employees provides benefits up to the amount allowed under the Internal Revenue Code The two supplemental plans

provide benefits in excess of the primary plan Retirement benefits under the plans are function of years of service and

compensation Effective March 31 2010 all benefit accruals under all of our defined benefit plans were frozen This change

was announced in 2009 and curtailment was recognized at that time for the reduction in the expected years of future

service

We have historically provided our employees with other post-employment benefits that include health care and life insurance

In December 2009 we announced the decision to eliminate retiree medical coverage
for current employees whose age plus

years
of service did not equal at least 65 as of March 31 2010 Employees who remain eligible must still meet all other plan

requirements to receive benefits In addition the cap on the companys contribution to pre-65 retiree medical costs per

participant will be reduced beginning with the 2011 plan year

This decision affected benefits attributed to past service for employees that were not grandfathered into retiree coverage as

well as the expected years of future service for the reduction in the cap for retiree medical costs Both negative plan

amendment and curtailment were recognized as result of the plan changes The net effect was reduction of our projected

benefit obligation

See Note 17 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information on our pension and other post-employment benefits
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Consolidated Results of Operations

Summary Consolidated Increase decrease and

Financial Data Years Ended December 31 percentage change

in millions exceptpershare data 2011 2010 2009 2011 vs.2010 2OlOvs 2009

REVENUES
Premiums 459.1 521.4 583.9 62.3 12% 62.5 11%
Fee income 597.1 630.2 648.1 33.1 5% 17.9 3%
Net investment income 809.9 844.6 786.7 34.7 4% 57.9 7%
Net realized investment gains losses

Total other-than-temporary impairment

OTTI losses 64.6 105.2 201.5 40.6 39% 96.3 48%
Portion of OTTI losses recognized in

other comprehensive income OCI 38.9 55.6 93.1 16.7 30% 37.5 40%
Net OTTI losses recognized

in earnings 25.7 49.6 108.4 23.9 48% 58.8 54%
Net realized investment gains

excluding OTTI losses 9.3 39.7 6.2 30.4 77% 33.5 NM
Net realized investment losses 16.4 9.9 102.2 6.5 66% 92.3 90%
Total revenues 1849.7 1986.3 1916.5 136.6 7% 69.8 4%

BENEFITS AND EXPENSES

Policy benefits excluding policyholder

dividends 1083.2 1090.0 1179.6 6.8 1% 89.6 8%
Policyholder dividends 246.9 309.8 226.8 62.9 20% 83.0 37%

Policy acquisition cost amortization 210.6 298.2 260.6 87.6 29% 37.6 14%
Interest expense on indebtedness 31.8 31.8 33.1 NM 1.3 4%
Other operating expenses 245.2 291.2 303.5 46.0 16% 12.3 4%
Total benefits and expenses 1817.7 2021.0 2003.6 203.3 10% 17.4 1%
Income loss from continuing operations

before income taxes 32.0 34.7 87.1 66.7 192% 52.4 60%

Income tax expense benefit 1.9 10.1 108.9 12.0 119% 119.0 109%
Income loss from

continuing operations 30.1 24.6 196.0 54.7 222% 171.4 87%
Income loss from discontinued

operations net of income taxes 22.0 12.0 123.0 34.0 NM 135.0 110%

Net income loss 8.1 12.6 319.0 20.7 164% 306.4 96%

Earnings loss per share

Basic 0.07 0.11 2.74 0.18 164% 2.63 96%

Diluted 0.07 0.11 2.74 0.18 164% 2.63 96%

Weighted-average common shares

outstanding in millions 116.5 116.3 116.5 0.2 NM 0.2 NM

Weighted-average common shares

outstanding and dilutive potential

common shares in millions 118.0 116.3 116.5 1.7 1% 0.2 NM

Not meaningful NM

Analysis of Consolidated Results of Operations

Year ended December 31 2011 compared to year ended December 31 2010

Net income from continuing operations for 2011 was $30.1 million or $0.26 per share compared to net loss from

continuing operations of $24.6 million or $0.2 per
share for 2010 The increase in results from continuing operations

reflects lower policy acquisition cost amortization lower operating expenses and improvement in net realized investment

losses These items were partially offset by lower premiums and fee income as well as higher income tax expense
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Policy acquisition cost amortization decreased $87.6 million to $210.6 million in 2011 This decrease in amortization was

attributable to the unlocking of assumptions as result of annual comprehensive reviews of assumptions in the third quarters

of 2011 and 2010 The unlocking resulted in an overall decrease in amortization of $2.9 million in 2011 compared to an

acceleration of amortization of $46.4 million in 2010 In 2011 the unlocking primarily related to changes in assumptions for

universal life policies which resulted in decrease of $35.8 million from higher expected fees partially offset by an increase

of $34.0 million from lower premium persistency In 2010 the unlocking was primarily driven by increased lapses in

portions of our universal life business which resulted in $36.6 million of additional amortization Excluding the impact of the

unlocking amortization was lower by $41.4 million primarily related to universal life as result of less favorable mortality

experience during 2011

Operating expenses decreased $46.0 million to $245.2 million in 2011 compared to $291.2 million in 2010 The decrease in

operating expenses was result of lower professional fees and outside services as well as lower compensation related

expenses

The Company recorded an income tax expense of $1.9 million to continuing operations in 2011 compared to an income tax

benefit of$l0.l million to continuing operations in 2010 deferred tax expense of$l.4 million in 2011 was related to the

establishment of valuation allowance on beginning-of-the-year deferred tax balance which was not previously

recognized Additionally current tax expense
of $0.5 million was recognized related to AMT In 2010 as result of an

exception to the intraperiod allocation rules in accordance with ASC 740-20 Accounting for Income Taxes Intraperiod Tax

Allocation $12.1 million tax benefit was recorded to continuing operations which was partially offset by current tax

expense of $2.0 million

Net realized investment losses increased $6.5 million to $16.4 million in 2011 compared to $9.9 million in 2010 The

increase in net realized investment losses was primarily result of decline in net transaction gains of $28.3 million In

addition realized losses related to fair value options were $0.6 million in 2011 compared to realized gains of $3.5 million in

2010 These declines were offset by $23.9 million of lower impairment losses for 2011 compared to 2010 Realized losses on

derivative assets and liabilities improved $2.0 million during 2011 This improvement was primarily attributable to $17.2

million of lower realized losses on surplus hedge which utilizes futures and options to hedge against declines in equity

markets and the resulting statutory capital and surplus impact This improvement was offset by $16.6 million increase in

realized losses on embedded derivative liabilities and $2.5 million decrease in realized gains on derivatives associated with

variable annuity guarantees Realized gains associated with variable annuity guarantees included gain of $15.9 million for

2011 associated with the non-performance risk factor compared to gain of $1.4 million for 2010

Premium revenue declined as result of lower renewal premiums on traditional life lines of business as well as lower paid

up additions on policies within the closed block as result of the change in the 2011 dividend scale

Fees on our life and annuity products declined as result of lower surrenders and decline in funds under management on

universal life variable universal life and variable annuity products Offsetting these declines was an increase in non-asset

based fees related to fixed indexed annuities In addition cost of insurance fees declined $23.3 million primarily related to

lower net insurance in force in our universal life lines of business

net loss from discontinued operations of $22.0 million was recognized during 2011 which was primarily attributable to our

discontinued group accident and health reinsurance operations as we strengthened reserves to reflect developments in the

contracts underlying the block See Note 21 to our consolidated financial statements in this Form 10-K for more information

on discontinued operations

Year ended December 31 2010 compared to year ended December 31 2009

We recorded net loss from continuing operations of $24.6 million or $0.21 per share for 2010 compared to net loss

from continuing operations of $196.0 million or $l .68 per share for 2009 The improvement in results from continuing

operations reflects increased net investment income lower net realized investment losses lower policy benefits and lower

income tax expense These improvements were partially offset by lower premiums higher policyholder dividends and higher

policy acquisition cost amortization
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Net investment income increased by $57.9 million to $844.6 million for 2010 compared to $786.7 million for 2009 The

increase was primarily due to improved valuations and distributions from limited partnerships and other investments These

increases were partially offset by decline in net investment income related to long-term debt securities as result of lower

yields and loss in income on previously impaired bonds

Net realized investment losses improved $92.3 million to $9.9 million for 2010 compared to $102.2 million for 2009 The

improvement in realized losses was result of significant decline in OTTIs In addition realized losses on derivative assets

and liabilities improved to $7.9 million in 2010 compared to $31.0 million in 2009 This was primarily attributable to

embedded derivatives associated with variable and fixed indexed annuity guarantees which had gain of $11.1 million in

2010 versus loss of $31.0 million in 2009 Of this improvement in embedded derivatives $29.7 million was associated with

the non-performance risk factor This was partially offset by losses of $19.0 million on our surplus hedge that was entered

into during 2010

Policy benefits decreased $89.6 million to $1090.0 million for 2010 from $1179.6 million for 2009 Unlocking adjustments

of $7.7 million and $18.7 million in 2010 and 2009 respectively decreased overall death benefit and other insurance benefit

reserves Excluding the impact of unlocking policyholder benefits decreased primarily as result of the decrease in

policyholder dividend obligations in the closed block as result of the change in the 2011 dividend scale and improved

mortality for universal life

We recorded an income tax benefit of$lO.1 million to continuing operations in 2010 compared to an income tax expense of

$108.9 million in 2009 As result of an exception to the intraperiod allocation rules in accordance with ASC 740-20

Accounting for Income Taxes Intraperiod Tax Allocation $12.1 million tax benefit was recorded to continuing operations

which was partially offset by current tax expense of $2.0 million In 2009 tax expense of $108.9 million was recognized

primarily as result of the establishment of full valuation allowance net of unrealized losses on available-for-sale debt

securities

The decline in premiums was primarily related to the closed block as the number of policies in-force continues to decline

Policy acquisition cost amortization increased $37.6 million to $298.2 million in 2010 from $260.6 million in 2009 An

unlocking of assumptions related to deferred policy acquisition costs resulted in an acceleration of amortization of $46.4

million in 2010 and $42.5 million in 2009 Excluding the impact of unlocking amortization related to universal life increased

as result of higher mortality margins Amortization related to annuities excluding the impact of unlocking also increased

as result of lower market performance and smaller improvement in the net amount at risk related to death benefit and other

insurance benefit reserves This was partially offset by lower amortization on the closed block as result of decrease in

surrenders

For the year ended December 31 2009 the net loss from discontinued operations primarily consisted of $71.7 million of

reserve strengthening related to our discontinued accident and health business and loss of $48.5 million associated with

PFG The loss related to PFG included $27.0 million for the impairment of goodwill and $22.7 million recognized as the loss

on sale

Income Taxes

The effective tax rate for 20112010 and 2009 was 5.9% 29.1% and 125.0% respectively The principal cause of the

difference between the effective rate and the U.S statutory rate of 35% in 2011 was the dividend received deduction and

decrease in the valuation allowance The principal cause of the difference between the effective tax rate and the U.S statutory

rate of 35% in 2010 was an adjustment to tax attribute carryovers as result of the effective settlement of an IRS audit

partially offset by decrease in the valuation allowance

See Note 15 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information related to income taxes

Effects of Inflation

For the years 2011 2010 and 2009 inflation did not have material effect on our consolidated results of operations
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Enterprise Risk Management

We have comprehensive enterprise-wide risk management program Our Chief Risk Officer reports to the Chief Financial

Officer and monitors our risk management activities The Chief Risk Officer provides regular reports to our Board of

Directors without the
presence

of other members of management Our risk management governance consists of several

management committees to oversee and address issues pertaining to all our major risksoperational market and productas

well as capital management In all cases these committees include one or more of our Chief Executive Officer Chief

Financial Officer Chief Investment Officer and Chief Risk Officer

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes people and systems or from external

events The Operational Risk Committee chaired by the Chief Risk Officer develops an enterprise-wide framework for

managing operational risks This committee meets periodically and includes membership that represents all significant

operating financial and staff departments of the Company Among the risks the committee reviews and manages and for

which it provides general oversight are business continuity risk disaster recovery risk and risks related to the Companys
information technology systems

Market Risk

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 investment activities and our insurance operations Our investment objective is to maximize

after-tax investment return within defined risk parameters Our primary sources of market risk are

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

interest rates

credit risk which relates to the uncertainty associated with the ongoing ability of an obligor to make timely

payments of principal and interest and

equity risk which relates to the volatility of prices for equity and equity-like investments such as limited

partnerships

We measure manage and monitor market risk associated with our insurance and annuity business as part of our ongoing

commitment to fund insurance liabilities We have developed an integrated process for managing the interaction between

product features and market risk This
process

involves our Corporate Finance Corporate Portfolio Management and Life

and Annuity Product Development departments These areas coordinate with each other and report results and make

recommendations to our Asset-Liability Management Committee ALCO chaired by the Chief Financial Officer

We also measure manage and monitor market risk associated with our investments both those backing insurance liabilities

and those supporting surplus This process primarily involves Corporate Portfolio Management This organization makes

recommendations and reports results to our Investment Policy Committee chaired by the Chief Investment Officer Please

refer to the sections that follow including Debt and Equity Securities following this discussion of Enterprise Risk

Management for more information on our investment risk exposures We regularly refine our policies and procedures to

appropriately balance market risk exposure and expected return

Interest Rate Risk Management

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 results primarily from our interest-sensitive insurance liabilities and from our significant holdings of

fixed rate investments Our insurance liabilities largely comprise dividend-paying individual whole life and universal life

policies and annuity contracts Our 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 exposed to changes in medium-term and long-term U.S Treasury rates
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We manage interest rate risk as part of our asset-liability management and product development processes 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 product liabilities All asset-liability strategies are approved by

the ALCO We manage the interest rate risk in portfolio segments by modeling and analyzing asset and product liability

durations and projected cash flows under number of interest rate scenarios

One of the key measures we use to quantify our interest rate exposure is duration measure of 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 or liability with duration of five is expected to decrease by 5% We believe that as of

December 31 2011 our asset and liability portfolio durations were approximately matched but reflected somewhat lower

asset durations because of our continued emphasis on liquidity We regularly undertake sensitivity analysis that calculates

liability durations under various cash flow scenarios We also calculate key rate durations for assets and liabilities that show

the impact of interest rate changes at specific points on the yield curve In addition we monitor the short- and medium-term

asset and liability cash flows profiles by portfolio to manage our liquidity needs

To calculate duration for liabilities we project liability cash flows under number of stochastically-generated interest rate

scenarios and discount them to net present value using risk-free market rate increased for our own credit risk For interest-

sensitive liabilities the projected cash flows reflect the impact of the specific scenarios on policyholder behavior as well as

the effect of minimum guarantees 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 manage interest rate risk by emphasizing the purchase of securities that feature prepayment restrictions and call

protection Our product design and pricing strategies include the use of surrender charges or restrictions on withdrawals in

some products

The selection of 100 basis point immediate increase or decrease in interest rates at all points on the yield curve is

hypothetical rate scenario used to demonstrate potential risk While 100 basis point immediate increase or decrease of this

type does not represent our view of future market changes it is hypothetical near-tenn change that illustrates the potential

effect of such events Although these fair value measurements provide representation of interest rate sensitivity they are

based on our portfolio exposures at point in time and may not be representative of future market results These exposures

will change as result of on-going portfolio transactions in response to new business managements assessment of changing

market conditions and available investment opportunities

The table below shows the estimated interest rate sensitivity of our fixed income financial instruments measured in terms of

fair value

Interest Rate Sensitivity of As of December 31 2011

Fixed Income Financial Instruments -100 Basis 100 Basis

in millions Carrying Point Point

Value Change Fair Value Change

Cash and cash equivalents 194.3 194.5 194.3 194.1

Available-for-sale debt securities 11890.0 12464.4 11890.0 11315.8

Totals 12084.3 12658.9 12084.3 11509.9

We use derivative financial instruments primarily interest rate swaps to manage our residual exposure to fluctuations in

interest rates We enter into derivative contracts with number of highly rated financial institutions to both diversify and

reduce overall counterparty credit risk exposure

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 set length of time based on specified notional principal amount Typically one of

the cash flow streams is based on fixed interest rate set at the inception of the contract and the other is based on variable

rate that periodically resets 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
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The table below shows the interest rate sensitivity of our derivatives measured in terms of fair value excluding derivative

liabilities embedded in products These exposures will change as our insurance liabilities are created and discharged and as

result of ongoing portfolio and risk management activities

Interest Rate Sensitivity of As of December 31 2011

Derivatives Weighted- -100 100

in millions Average Basis Basis

Notional Term Point Point

Amount Years Change Fair Value Change

Cross currency swaps
15.0 3.1 0.2 0.2 0.2

Equity futures 70.0 0.3 1.0 1.1 1.2

Interest rate swaps
131.0 10.2 17.8 9.8 2.8

Variance swaps
0.9 5.6 3.6 3.2 2.8

Call options
355.0 0.6 8.6 9.0 9.4

Put options
406.0 7.1 126.9 109.7 94.4

Swaptions
25.0 2.3 0.3 0.7

Total 1002.9
156.1 131.1 109.1

See Note 13 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information on derivative instruments

Credit Risk Management

We manage credit risk through the fundamental analysis of the underlying obligors issuers and transaction structures

Through internal staff and an outsource relationship we employ experienced credit analysts who review obligors

management competitive position cash flow coverage ratios liquidity and other key financial and non-financial

information These analysts recommend the investments needed to fund our liabilities while adhering to 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 stability of their current credit ratings

We also manage credit risk through industry and issuer diversification and asset allocation Maximum exposure to an issuer

or derivatives counterparty 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 In addition to monitoring counterparty exposures under

current market conditions exposures are monitored on the basis of hypothetical stressed market environment involving

specific combination of declines in stock market prices and interest rates and spike in implied option activity

Equity Risk Management

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 variable annuity and variable life products as well as from our holdings of common

stocks mutual funds private equity partnership interests 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 $35.7

and $47.5 million in available-for-sale equity securities on our balance sheet as of December 31 2011 and 2010 respectively

Certain annuity products sold by our Life Companies contain GMDBs The GMDB feature provides annuity contract owners

with guarantee that the benefit received at death will be no less than prescribed amount This minimum amount is based

on the net deposits paid into the contract the net deposits accumulated at specified rate the highest historical account value

on contract anniversary or if contract has more than one of these features the greatest of these values To the extent that

the GMDB is higher than the current account value at the time of death the Company incurs cost This typically results in

an increase in annuity policy benefits in periods of declining financial markets and in periods of stable financial markets

following decline As of December 31 2011 and 2010 the difference between the GMDB and the current account value

net amount at risk for all existing contracts was $151.2 million and $116.7 million respectively This was our exposure to

loss had all contract owners died on either December 31 2011 or 2010 See Note 11 to our consolidated financial statements

under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K for more information
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Certain life and annuity products sold by our Life Companies contain guaranteed minimum living benefits These include

guaranteed minimum accumulation withdrawal income and payout annuity floor benefits The GMAB guarantees return of

deposit to policyholder after 10
years regardless of market performance The GMWB guarantees that policyholder can

withdraw certain percentage for life regardless of market performance The GMIB guarantees that policyholder can

convert his or her account value into guaranteed payout annuity at guaranteed minimum interest rate and guaranteed

mortality basis while also assuming certain level of growth in the initial deposit The guaranteed payout annuity floor

benefit GPAF guarantees that the variable annuity payment will not fall below the dollar amount of the initial payment

We also offer combination rider that offers both GMAB and GMDB benefits We have established hedging program for

managing the risk associated with our guaranteed minimum accumulation and withdrawal benefit features We continue to

analyze and refine our strategies for managing risk exposures associated with all our separate account guarantees The

liabilities related to these benefits totaled $62.0 million and $32.1 million at December 31 2011 and 2010 respectively

We analyze the sensitivity of change in the separate account performance assumption as it is critical to the development of

the EGPs related to our variable annuity and variable life insurance business Equity market movements have significant

impact on the account value of variable life and annuity products and fees earned Sustained and significant changes in the

equity markets could therefore have an impact on deferred policy acquisition cost amortization

As part of our analysis of separate account returns we perform two sensitivity tests If at December 31 2011 we had

reprojected EGPs using 100 basis points lower separate account return assumption after fund fees and mortality and

expense charges for both the variable annuity and the variable life businesses and used our current best estimate assumptions
for all other assumptions the estimated increase to amortization and decrease to net income would have been approximately

$6 million before taxes

If instead at December 31 2011 we had reprojected EGPs using 100 basis points higher separate account return

assumption after fund fees and mortality and expense charges for both the variable annuity and variable life businesses and

used our current best estimate assumptions for all other assumptions the estimated decrease to amortization and increase to

net income would have been approximately $3.8 million before taxes

See Note to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information regarding deferred policy acquisition costs

We
sponsor

defined benefit pension plans for our employees For GAAP accounting purposes we assumed an 8.0% long-

term rate of return on plan assets in the most recent valuations performed as of December 31 2011 To the extent there are

deviations in actual returns there will be changes in our projected expense and funding requirements As of December 31
2011 the projected benefit obligation for our funded and unfunded defined benefit plans was in excess of plan assets by

$186.7 million and $141.2 million respectively We made contributions totaling $17.4 million and $25.7 million to the

pension plans during 2011 and 2010 respectively Over the next 12 months we expect to make contributions of

approximately $16.4 million of which approximately $3.4 million will be made in the first quarter of 2012

Effective March 31 2010 all benefit accruals under all of our defined benefit plans were frozen This change was announced

in 2009 and curtailment was recognized at that time for the reduction in the expected years of future service

See Note 17 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information on our employee benefit plans

Debt and Equity Securities

We invest in variety of debt and equity securities We classify these investments into various sectors using industry

conventions however our classifications may differ from similarly titled classifications of other companies We classify debt

securities into investment grade and below-investment-grade securities based on ratings prescribed by the National

Association of Insurance Commissioners NAIC In majority of cases these classifications will coincide with ratings

assigned by one or more Nationally Recognized Standard Ratings Organizations NRSROs however for certain

structured securities the NAIC designations may differ from NRSRO designations based on the amortized cost of the

securities in our portfolio
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Our debt securities portfolio consists primarily of investment grade publicly traded and privately placed corporate bonds

residential mortgage-backed securities RMBS commercial mortgage-backed securities CMBS and other asset-backed

securities As of December 31 2011 our debt securities with fair value of $11890.0 million represented 78.4% of total

investments

Debt Securities Ratings by Percentage

in millions
As of December 31 2011

%of %of

NAIC SP Equivalent Fair Fair Amortized Amortized

Rating Designation Value Value Cost Cost

AAA/AA/A 7008.1 59.0% 6541.1 57.6%

BBB 3916.1 32.9% 3699.3 32.6%

Total investment grade 10924.2 91.9% 10240.4 90.2%

BB 568.1 4.8% 650.8 5.7%

207.9 1.7% 242.9 2.1%

CCCandlower 124.4 1.0% 149.3 1.4%

In or near default 65.4 0.6% 68.4 0.6%

Total debt securities 11890.0 100.0% 11351.8 100.0%

Debt Securities by Type As of December 31 2011

in millions Unrealized Gains Losses

Fair Amortized Gross Gross

Value Cost Gains Losses Net

U.S government and agency
783.4 708.6 80.1 5.3 74.8

State and political subdivision 270.6 251.9 21.6 2.9 18.7

Foreign government
205.2 185.7 21.2 1.7 19.5

Corporate 6599.4 6167.0 603.9 171.5 432.4

CMBS 1143.1 1109.9 53.5 20.3 33.2

RMBS 2131.3 2132.9 80.3 81.9 1.6

CDO/CLO 250.6 294.2 4.5 48.1 43.6

Otherasset-backed 506.4 501.6 11.1 6.3 4.8

Total debt securities 11890.0 11351.8 876.2 338.0 538.2

Debt securities outside closed block

Unrealized gains 4272.7 3964.9 307.8 307.8

Unrealized losses 1264.2 1478.7 ____________ 214.5 214.5

Total outside the closed block 5536.9 5443.6 307.8 214.5 93.3

Debt securities in closed block

Unrealized gains 5481.5 4913.1 568.4 568.4

Unrealized losses 871.6 995.1 123.5 123.5

Total in the closed block 6353.1 5908.2 568.4 123.5 444.9

Total debt securities 11890.0 11351.8 876.2 338.0 538.2

Debt Securities by Type and Credit Quality As of December 31 2011

in millions Investment Grade Below Investment Grade

Fair Amortized Fair Amortized

Value Cost Value Cost

U.S government and agency
780.9 706.1 2.5 2.5

State and political subdivision 256.0 235.6 14.6 16.3

Foreign government 169.8 153.4 35.4 32.3

Corporate 6027.2 5520.7 572.2 646.3

CMBS 1108.4 1061.3 34.7 48.6

RIvIBS 2004.3 1976.5 127.0 156.4

CDO/CLO 144.6 159.8 106.0 134.4

Other asset-backed 433.0 427.2 73.4 74.4

Total debt securities 10924.2 10240.6 965.8 1111.2

Percentage of total debt securities 91.9% 90.2% 8.1% 9.8%
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We manage credit risk through industry and issuer diversification Maximum exposure to an issuer is defined by quality

ratings with higher quality issuers having larger exposure limits Our investment approach emphasizes high level of

industry diversification The top five industry holdings as of December 31 2011 in our debt securities portfolio were banking

6.0% electrical utilities 5.3% insurance 3.6% oil 3.6% and diversified financial services 2.7%

Eurozone Exposure

The following table presents exposure to European debt We have focused on the countries experiencing significant

economic fiscal or political strain that could increase the likelihood of default

Eurozone Exposure by Country As of December 31 2011

in millions Sovereign Financial of Debt

Debt Institutions All Other Total Securities

Spain 11.7 50.2 61.9 0.5%

Ireland 5.2 43.4 48.6 0.4%

Italy 16.6 16.6 0.1%

Portugal 15.0 15.0 0.1%

Greece 0.0%

Total 16.9 125.2 142.1 1.1%

All other Eurozone 62.7 156.6 219.3 1.9%

Total 79.6 281.8 361.4 3.0%

Includes Belgium Finland France Germany Luxembourg and Netherlands

Residential Mortgage-Backed Securities

We invest directly in RMBS To the extent these assets deteriorate in credit quality and decline in value for an extended

period we may realize impairment losses When making investment decisions we have been focused on identifying those

securities that could withstand significant increases in delinquencies and foreclosures in the underlying mortgage pools

before incurring loss of principal

Most of our RMBS portfolio is highly rated At December 31 2011 94.0% of the total residential portfolio was rated

investment grade We hold $476.7 million of RMBS investments backed by prime rated mortgages $319.5 million backed by

Alt-A mortgages and $158.9 million backed by sub-prime mortgages which combined amount to 6.2% of our total

investments The majority of our prime Alt-A and sub-prime exposure
is investment grade with 70.5% being rated NAIC-

and 16.2% rated NAIC-2 We have employed disciplined approach in the analysis and monitoring of our mortgage-backed

securities Our approach involves monthly review of each security Underlying mortgage data is obtained from the

securitys trustee and analyzed for performance trends security-specific stress analysis is performed using the most recent

trustee information This analysis forms the basis for our determination of whether the security will pay in accordance with

the contractual cash flows RMBS impairments during the
year

ended December 31 2011 totaled $10.3 million These

impairments consist of $3.4 million from prime $3.8 million from Alt-A and $3.1 million from sub-prime
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Residential Mortgage-Backed Securities

in millions

AAA/
In or

Amortized Market General AA/
CCC and Near Closed

CostW VaIue Accountt2 BBB BB Below Default Block

1104.0 1176.2
7.7% 100.0% 0.0% 0.0%

485.8 476.7 3.1% 81.7% 7.9% 9.3%

357.7 319.5 2.1% 49.1% 34.5% 11.0%

185.4 158.9 1.0% 79.7% 4.3% 7.6%

$2132.9 2131.3 13.9% 86.8% 7.2% 4.3%

0.0% 0.0% 0.0% 47.1%

0.6% 0.3% 0.2% 39.4%

3.8% 1.5% 0.1% 28.1%

5.6% 2.5% 0.3% 13.9%

1.1% 0.5% 0.1% 40.0%

Individual categories may not agree
with the Debt Securities by Type table on previous page

due to nature of underlying collateral

Percentages based on Market Value

Prime Mortgage-Backed Securities

in millions
As of December 31 2011

Year of Issue

SP Equivalent
Amortized Market General Post-

2003 and

Rating Designation Cost Value Account 2007 2007 2006 2005 2004 Prior

NAIC-1 AAA/AAA/A 392.2 389.7 2.5% 0.0% 2.6% 11.2% 15.0% 35.2% 36.0%

NAIC-2 BBB 39.2 37.9 0.3% 0.0% 0.0% 27.8% 51.1% 21.1% 0.0%

NAIC-3 BB 47.8 44.1 0.3% 0.0% 0.0% 43.6% 48.3% 6.2% 1.9%

NAIC-4 3.1 2.9 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

NAIC-5 CCC and below 1.5 1.2 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%

NAIC-6 InorneardefaUlt 2.0 0.9 0.0% 0.0% 0.0% 0.0% 36.5% 2.4% 61.1%

Total
485.8 476.7 3.1% 0.0% 2.2% 15.4% 21.4% 31.0% 30.0%

Percentages based on Market Value

Alt-A Mortgage-Backed Securities

in millions
As of December 31 2011

Year of Issue

SP Equivalent
Amortized Market General Post-

2003 and

Designation Cost Value Account 2007 2007 2006 2005 2004 Prior

NAIC-1 AAAIAAAIA

NAIC-2 BBB

NAIC-3 BB

NAIC-4

NAIC-5 CCC and below

NAIC-6 In or near default

Total

1.0% 6.4% 0.0% 20.5% 15.9% 44.5% 12.7%

0.7% 0.0% 3.7% 8.1% 23.5% 45.5% 19.2%

0.2% 0.0% 0.0% 11.5% 25.1% 46.0% 17.4%

0.1% 0.0% 0.0% 0.0% 64.5% 14.9% 20.6%

0.1% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0%

0.4 0.3 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0%

357.7 $319.5 2.1% 3.2% 1.3% 14.1% 21.1% 44.7% 15.6%

175.2 156.9

119.3 110.1

35.1

12.3

4.8

41.8

14.9

6.1

Percentages based on Market Value

Collateral

Agency

Prime

Alt-A

Sub-prime

Total
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Sub-Prime Mortgage-Backed Securities

in millions
___________

As of December 31 2011

Year of Issue

SP Equivalent Amortized Market General Post- 2003 and

Rating Designation Cost Value Account 2007 2007 2006 2005 2004 Prior

NA IC-I AAA/AAA/A
NAIC-2 BBB
NAIC-3 BB

NAIC-4

NAIC-5 CCC and below

NAIC-6 In or near default

Total

139.5 126.6 0.8% O.0% 6.1% 7.3% 43.7% 25.0% 17.9%

7.0 6.8 0.0% 0.0% 75.4% 0.0% 21.0% 0.0% 3.6%

18.4 12.2 0.1% 0.0% 62.8% 0.0% 22.6% 0.0% 14.6%

13.3 8.9 0.1% 0.0% 0.0% 48.9% 36.9% 0.0% 14.2%

5.6 3.9 0.0% 0.0% 38.0% 0.0% 62.0% 0.0% 0.0%

1.6 0.5 0.0% 0.0% 0.0% 0.0% 0.7% 0.0% 99.3%

185.4 158.9 1.0% 0.0% 13.9% 8.6% 41.0% 19.9% 16.6%

Percentages based on Market Value

Commercial tvortgage-Backed Securities

We invest directly in CMBS To the extent these assets deteriorate in credit quality and decline in value for an extended

period we may realize impairment losses When making investment decisions we have been focused on identifing those

securities that could withstand significant increases in delinquencies and foreclosures in the underlying mortgage pools

before incurring loss of principal

Commercial Mortgage-Backed Securities

in millions
___________

As of December31 2011

Year of Issue

SP Equivalent Amortized Market General Post- 2004 and Closed

Ratg nation Cost Value Accountt2 2007 2007 2006 2005 Prior Block

NAIC-I AAA/AAA/A

NAIC-2 BBB
NAIC-3 BB

NAIC-4

NAIC-5 CCC and below

NAIC-6 In or near default

Total

1073.2 1119.7 7.3% 22.1% 5.5% 12.6% 9.2% 50.6% 51.0%

10.3 7.6 0.0% 0.0% 0.0% 39.3% 60.7% 0.0% 36.4%

27.8 23.3 0.2% 0.0% 33.3% 13.9% 43.8% 9.0% 18.5%

11.9 11.1 0.1% 0.0% 0.0% 0.0% 100.0% 0.0% 44.1%

25.6 11.3 0.1% 0.0% 0.0% 33.0% 0.0% 67.0% 77.9%

8.9 3.2 0.0% 0.0% 68.8% 0.0% 0.0% 1.2% 28.4%

1157.7 1176.2 7.7% 21.0% 6.1% 12.8% 11.0% 49.1% 50.4%

Includes commercial mortgage-backed CDOs with amortized cost and market values of $47.8 million and $33.1 million respectively

Percentages based on Market Value
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Realized Gains and Losses

The following table presents certain information with respect to realized investment gains and losses including those on debt

securities pledged as collateral with losses from OTTI charges reported separately in the table These impairment charges

were determined based on our assessment of factors enumerated below as they pertain to the individual securities determined

to be other-than-temporarily impaired

Sources and Types of Net Realized Investment Gains Losses
in millions

Total other-than-temporary debt impairments

Portion of los recognized in OCI

Net debt impairments recognized in earnings

8.9

3.6
10.3
1.9

1.0

25.7

25.7
13.8

5.9
3.7

2.2

2.0
4.0

15.8

27.2

33.1

0.6
9.3

16.4

6.9

6.6
15.8
16.0

3.7

49.0

0.6

49.6
61.2

15.8

44.1

25.2
17.3

3.5

39.7

9.9

40.1

1.5
23.6

19.4
8.4

93.0

5.2
10.2

108.4

38.3

62.1
2.2

1.4

3.6

57.0

33.2

121.1

90.1

4.0

6.2

102.2

Includes the change in fair value of embedded derivatives associated with variable annuity GMWB GMAB GPAF and COMBO riders

See Note 11 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this Annual

Report on Form 10-K for additional disclosures

Other-than-Temporary Impairments

Management exercised significant judgment with respect to certain securities in determining whether impairments are

temporary or other than temporary In reaching its conclusions management used number of issuer-specific quantitative

indicators and qualitative judgments to assess the probability of receiving given securitys contractual cash flows This

included the issues implied yield to maturity cumulative default rate based on rating comparisons of issue-specific spreads

to industry or sector spreads specific trading activity in the issue and other market data such as recent debt tenders and

upcoming refinancing requirements Management also reviewed fundamentals such as issuer credit and liquidity metrics

business outlook and industry conditions Management maintains watch list of securities that is reviewed for impairments

Each security on the watch list was evaluated analyzed and discussed with the positive and negative factors weighed in the

ultimate determination of whether or not the security was other-than-temporarily impaired For securities for which no OTTI

was ultimately indicated at December 31 2011 management does not have the intention to sell nor does it expect to be

required to sell these securities prior to their recovery

Years Ended December 31
2011 2010 2009

64.6
38.9

25.7

104.6

55.6

49.0

186.1

93.1

93.0

Debt security impairments

U.S government and agency

State and political subdivision

Foreign government

Corporate

CMBS
RMBS
CDO/CLO
Other asset-backed

Net debt security impairments

Equity security impairments

Limited partnerships and other investment impairments

Impairment losses

Debt security transaction gains

Debt security transaction losses

Equity security transaction gains

Equity security transaction losses

Limited partnerships and other investment gains

Limited partnerships and other investment losses

Sale of Goodwin

CDO deconsolidation

Net transaction gains

Derivative instruments

Embedded derivatives1

Fair value option investments

Net realized investment gains excluding impairment losses

Net realized investment losses including impairment losses

3.2

4.5
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Fixed income OTTIs recorded in 2011 were primarily concentrated in structured securities and corporate bonds These

impairments were driven primarily by increased collateral default rates and rating downgrades In our judgment these credit

events or other adverse conditions of the issuers have caused or will most likely lead to deficiency in the contractual cash

flows related to the investment Therefore based upon these credit events we have determined that OTTIs exist Total debt

impairments recognized through earnings related to such credit-related circumstances were $25.7 million in 2011 $49.0

million in 2010 and $93.0 million in 2009 There were no equity security or limited partnership and other investment OTTIs

in 2011 and $0.6 million and $15.4 million in 2010 and 2009 respectively were recognized

In addition to these credit-related impairments recognized through earnings we impaired securities to fair value through other

comprehensive loss for any impairments related to non-credit related factors These types of impairments were driven

primarily by market or sector credit spread widening or by lack of liquidity in the securities The amount of impairments

recognized as an adjustment to other comprehensive loss due to these factors was $38.9 million in 2011 $55.6 million in

2010 and $93.1 million in 2009

The following table presents roll-forward of pre-tax credit losses recognized in earnings related to debt securities for which

portion of the OTTI was recognized in OCI

Credit Losses Recognized in Earnings on Debt Securities for As of December 31
which Portion of the OTT Loss was Recognized in OCI 2011 2010

in millions

Balance beginning of year 60.4 44.4
Add Credit losses on securities not previously impairedW 11.6 17.1
Add Credit losses on securities previously impairedW 9.1 21.0
Less Credit losses on securities impaired due to intent to sell

Less Credit losses on securities sold 7.3 11.4

Less Credit losses upon adoption of ASC 815 10.7

Less Increases in cash flows expected on previously impaired securities

Balance end of year 73.8 60.4

Additional credit losses on securities for which portion of the OTTI loss was recognized in AOCI are included within net OT1I losses

recognized in earnings on the statements of income and comprehensive income
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Unrealized Gains and Losses

The following tables present certain information with respect to our gross unrealized gains and losses related to our

investments in debt securities as of December 31 2011 We separately present information that is applicable to unrealized

losses both outside and inside the closed block See Note to our consolidated financial statements under Item Financial

Statements and Supplementary Data in this Annual Report on Form 10-K for more information regarding the closed block

Applicable deferred policy acquisition costs and deferred income taxes further reduce the effect of unrealized gains and

losses on our comprehensive income

Gross and Net As of December 31 2011

Unrealized Gains Losses _______________________
Outside Closed Block Closed Block

in millions
____________ ____________

Gains Losses Gains Losses

Debt securities

Number of positions ___________ ___________ ___________ ___________ ___________ ___________
Unrealized gains losses _____________ _____________ _____________ _____________ _____________ _____________

Applicable policyholder dividend obligation

reduction

Applicable deferred policy acquisition costs

benefit

Applicable deferred income taxes benefit ___________ ___________ ___________ ___________ ___________ ___________
Offsets to net unrealized gains losses

_____________ _____________ _____________ _____________ _____________ _____________
Unrealized gains losses after offsets

Net unrealized gains after offsets

4.3 3.1

___________ ___________
2.8 1.0

___________ 2.8 1.0 4.3 3.1

_______ _______ 5.1$ 1.9

___________
3.2

Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included

in our consolidated balance sheet as component of AOCI The table below presents the special category of AOCI for debt

securities that are other-than-temporarily impaired when the impairment loss has been split between the credit loss

component in earnings and the non-credit component separate category of AOCI

Fixed Maturity Non-Credit OTT Losses in AOC by Security Type As of December 31
in millions 2Oll 2010

U.S government and agency

State and political subdivision

Foreign government

Corporate

CMBS
RMBS
CDO/CLO
Other asset-backed

____________
Total fixed maturity non-credit OTT losses in AOC

____________

Represents the amount of non-credit 0TH losses recognized in AOCI excluding net unrealized gains or losses subsequent to the date of

impairment

Total

Gains Losses

3526 1149 2416 906 1110 243

876.2 338.0 307.8 214.5 568.4 123.5

568.4 123.5

194.5 121.9

39.6 32.4
802.5 277.8

73.7 60.2

13.5

194.5 121.9

39.6 32.4
234.1 154.3

73.7 60.2

13.5

568.4 123.5

568.4 123.5

Equity securities

Number of positions

Unrealized gains losses

Applicable policyholder dividend obligation

reduction

Applicable deferred income taxes benefit

Offsets to net unrealized gains losses

Unrealized gains losses after offsets

Net unrealized gains after offsets

51 17 31 20

12.2 6.0 7.9 2.9 4.3

4.3 3.1
2.8 1.0
7.1 4.1
5.1 1.9

3.2

5.7

28.0
89.6

24.2
1.2

148.7

5.4

18.7

72.2
19.9

116.2
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Investment grade

Unrealized losses

Unrealized losses after offsets

81.2

25.5

9.2

3.4

4.3

1.9

67.7

20.2

Below investment grade

Unrealized losses

Unrealized losses after offsets

133.3

34.7

3.4

1.1

1.1

0.6

128.8

33.0

Equity Securities Outside Closed Block

Unrealized losses

Unrealized losses after offsets

Number of securities

2.9

1.5

2.5

1.2

0.4

0.3

For debt securities outside of the closed block with gross unrealized losses 42.4% of the unrealized losses after offsets

pertain to investment grade securities and 57.6% of the unrealized losses after offsets pertain to below-investment-grade

securities at December 31 2011

The following table represents those securities whose fair value is less than 80% of amortized cost significant unrealized

loss that have been at significant unrealized loss position on continuous basis

Duration of Gross Unrealized Losses on

Securities Outside Closed Block

in millions

As of December 31 2011

06 612 Overl2

Total Months Months Months

Debt securities outside closed block

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

Number of securities

146.8 34.0 6.0

39.3 12.1 2.3

183 79 18

106.8

24.9

86

Investment grade

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

33.6 13.6 1.2

10.0 4.6 0.8

18.8

4.6

Below investment grade

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

113.2 20.4 4.8

29.3 7.5 1.5

88.0

20.3

Equity securities outside closed block

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

Number of securities

2.8 2.4

1.4 1.2

0.4

0.2

Duration of Gross Unrealized Losses on Securities As of December 31 2011

in millions 0-- 12 Over 12

Total Months Months Months

Debt Securities Outside Closed Block

Total fair value 1264.2 382.9 155.5 725.8

Total amortized cost 1478.7 395.5 160.9 922.3

Unrealized losses 214.5 12.6 5.4 196.5

Unrealized losses after offsets 60.2 4.5 2.5 53.2

Number of securities 906 289 115 502
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Duration of Gross Unrealized Losses on

Securities Inside Closed Block

in millions Total

As of December 31 2011

612
Months Months Months

Debt securities inside closed block

Total fair value

Total amortized cost

Unrealized losses

Unrealized losses after offsets

Number of securities

871.6 255.8

995.1 268.3

123.5 12.5

243 70

59.3 556.5

62.1 664.7

2.8 108.2

19 154

Investment grade

Unrealized losses

Unrealized losses after offsets

71.2 7.5 2.1 61.6

Below investment grade

Unrealized losses

Unrealized losses after offsets

52.3 5.0 0.7 46.6

Equity securities inside closed block

Unrealized losses

Unrealized losses after offsets

Number of securities

3.1 2.7 0.4

For debt securities inside the closed block with gross unrealized losses there were no unrealized losses after offsets at

December 31 2011

The following table represents those securities whose fair value is less than 80% of amortized cost significant unrealized

loss that have been at significant unrealized loss position on continuous basis

Duration of Gross Unrealized Losses on

Securities Inside Closed Block

in millions

06
Total Months

612 Overl2

Months Months

Debt securities inside closed block

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

Number of securities

67.9 44.5

52 30

3.3 20.1

18

Investment grade

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

30.2 26.1 4.1

Below investment grade

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

37.7 18.4 3.3 16.0

Equity securities inside closed block

Unrealized losses over 20% of cost

Unrealized losses over 20% of cost after offsets

Number of securities

Liquidity and Capital Resources

2.9 2.5

In the normal course of business we enter into transactions involving various types of financial instruments such as debt and

equity securities These instruments have credit risk and also may be subject to risk of loss due to interest rate and market

fluctuations

06 Over 12

As of December 312011

0.4
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Liquidity refers to the ability of company to generate sufficient cash flow to meet its cash requirements The following
discussion includes both liquidity and capital resources as these subjects are interrelated

The Phoenix Companies Inc consolidated

Summary Consolidated Cash Flows
Increase decrease and

in mi/buns Years Ended December 31 percentage change
2011 2010 2009 2011 vs 2010 2OlOvs 2009

Continuing operations

Cash used for operating activities 157.0 236.0 683.8 79.0 33% 447.8 65%
Cash provided by used for

investing activities 686.8 57.4 709.6 629.4 NM 767.0 108%
Cash from used for financing activities 916.2 167.5 196.8 748.7 NM 364.3 185%

72.4 125.9 171.0 198.3 158% 45.1 26%

Discontinued operations

Cash provided by used for

operating activities 18.6 22.0 100.8 40.6 185% 122.8 122%
Cash provided by used for

investing activities 18.6 13.1 47.1 31.7 242% 60.2 128%
Cash provided by financing activities 0.2

_________ NM 0.2 100%
8.9 53.9 8.9 100% 62.8 117%

Not meaningful NM

2011 vs 2010

Continuing Operations

Cash used for operating activities decreased by $79.0 million during the year ended December 31 2011 compared to the
year

ended December 31 2010 This was primarily attributable to $244.0 million decrease in policyholder benefits consistent
with favorable persistency and mortality While operating cash flows remain negative as of December 31 2011 this was
primarily driven by cash surrenders of

deposit-type contracts for which funds are readily available in segregated separate
accounts or liquid general account assets

Cash flows used for investing activities increased $629.4 million during the year ended December 31 2011 compared to the

year ended December 31 2010 The primary driver of this fluctuation was an increase in purchases of available-for- sale debt
securities which was directly attributable to the increase in deposits related to fixed indexed annuities In addition sales of
available-for-sale debt securities declined as result of lower reinvestment rates Cash proceeds of $1.0 million were received
related to the sale of Goodwin in 2011 while $32.9 million of cash proceeds related to the sale of PFG and PLARNY were
received in 2010

Cash flows provided by financing activities increased $748.7 million to cash inflows of $916.2 million during the year ended
December 31 2011 compared to $167.5 million during the

year ended December 31 2010 This improvement was primarily
result of increase in policyholder deposits related to sales of fixed indexed annuities See Note to our consolidated

financial statements under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K for

additional information on financing activities

Discontinued Operations

Cash flows used for operations related to discontinued operations declined as result of the sale of PFG in the second quarter
of 2010 This was offset by the increase in cash flows for investing activities in assets held to back higher discontinued group
accident and health reinsurance reserves reported to us by certain ceding companies See Note 21 to our consolidated
financial statements under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K for

additional information on discontinued operations
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2010 vs 2009

Continuing Operations

Cash used for operating activities decreased by $447.8 million for the year ended December 31 2010 compared to the year

ended December 31 2009 This was primarily the result of decrease in policyholder benefits of $415.5 million consistent

with favorable mortality and lower surrenders as compared with prior year

Cash flows used for investing activities decreased $767.0 million during the year ended December 31 2010 compared to the

year
ended December 31 2009 This was primarily attributable to the decline in sales and maturities of available-for-sale

debt securities In addition outflows for policyholder loan advances decreased by $215.2 million as result of repayment of

outstanding loan balances primarily associated with one large surrender in the second quarter of 2009 Cash proceeds of

$32.9 million were received from the sale of PFG and PLARNY

Cash flows provided by financing activities were $167.5 million for the year ended December 31 2010 an increase of

$364.3 million compared to cash flows for financing activities of$196.8 million for the year ended December 31 2009 This

was primarily the result of decrease of $253.8 million in policyholder withdrawals as result of lower surrenders In

addition policyholder deposits increased $95.6 million as result of new sales of fixed indexed annuities See Note to our

consolidated financial statements under Item Financial Statements and Supplementary Data in this Annual Report on

Form 10-K for more information on financing activities

Discontinued Operations

Net cash flows provided by discontinued operations were positive for the
year

ended December 31 2Q10 an increase of

$62.8 million compared to the
year

ended December 31 2009 This was primarily result of decrease in available-for-sale

assets related to the discontinued reinsurance operations business consistent with the net decline in policyholder benefits and

accruals during 2010 This compared to an increase in available-for-sale assets consistent with the net increase in

policyholder benefits and accruals during 2009

The Phoenix Companies Inc Sources and Uses of Cash parent company only

In addition to existing cash and securities our primary source of liquidity consists of dividends from Phoenix Life Under

New York Insurance Law Phoenix Life is permitted to pay stockholder dividends to the holding company in any calendar

year without prior approval from the New York Department of Financial Services NYDFS in the amount of the lesser of

10% of Phoenix Lifes surplus to policyholders as of the immediately preceding calendar year or Phoenix Lifes statutory net

gain from operations for the immediately preceding calendar year not including realized capital gains Based on this

calculation Phoenix Life would be able to pay dividend of $71.8 million in 2012 During the year ended December 31

2011 Phoenix Life paid $64.8 million in dividends In assessing our ability to pay dividends from Phoenix Life we also

consider the level of statutory capital and RBC of that entity Our capitalization increased in the current and in the prior year

however Phoenix Life may have less flexibility to pay dividends to the parent company if we experience future declines As

of December 31 2011 we had $853.0 million of statutory capital surplus and AVR Our estimated RBC ratio was in excess

of 200% at Phoenix Life See Note 22 to our consolidated financial statements under Item Financial Statements and

Supplementary Data in this Annual Report on Form 10-K for more information on Phoenix Life statutory financial

information and regulatory matters

In 2011 2010 and 2009 the Company did not pay any stockholder dividends

We sponsor post-employment benefit plans through pension and savings plans for employees of Phoenix Life Funding of the

majority of these obligations is provided by Phoenix Life on 100% cost reimbursement basis through administrative

services agreements with the holding company See Note 17 to our consolidated financial statements under Item Financial

Statements and Supplementary Data in this Annual Report on Form 10-K for additional information

Our principal needs at the holding company level are debt service net of amounts due on bonds repurchased income taxes

and operating expenses Interest expense on senior unsecured bonds for the years ended December 31 2011 2010 and 2009

was $19.3 million $19.3 million and $20.6 million respectively As of December 31 2011 future minimum annual principal

payments on senior unsecured bonds are $252.8 million in 2032
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Ratings

Rating agencies assign Phoenix Life financial strength ratings and assign the holding company debt ratings based in each

case on their opinions of the relevant companys ability to meet its financial obligations

On January 13 2012 A.M Best Company Inc affirmed our financial strength rating of and our senior debt rating of bb-

They changed their outlook on our ratings from stable to positive On February 2011 A.M Best Company Inc affirmed

our financial strength rating of and our senior debt rating of bb- They changed their outlook on our ratings from negative

to stable

On December 16 2011 Moodys Investor Services affirmed our financial strength rating of Ba2 and our senior debt rating of

B3 They changed their outlook on our ratings from stable to positive

On March 24 2011 Standard Poors affirmed our financial strength rating of BB- and our senior debt rating of CCC
They changed their outlook on our ratings from negative to stable

The financial strength and debt ratings as of March 14 2012 were as follows

Financial Strength Rating

Rating Agency of Phoenix Life Outlook Senior Debt Rating of PNX Outlook

AM Best Company Inc Positive bb- Positive

Moodys Ba2 Positive B3 Positive

Standard Poors BB- Stable CCC Stable

Reference in this report to any credit rating is intended for the limited purposes of discussing or referring to changes in our

credit ratings or aspects of our liquidity or costs of funds Such reference cannot be relied on for any other purposes or used

to make any inference concerning future performance future liquidity or any future credit rating
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Consolidated Financial Condition

Consolidated Balance Sheet Increase decrease and

in millions As of December 31 percentage change

2011 2010 2011 vs 2010

ASSETS
Available-for-sale debt securities at fair value 11890.0 10893.8 996.2 9%
Available-for-sale equity securities at fair value 35.7 47.5 11.8 25%
Limited partnerships and other investments 601.3 600.0 1.3 NM
Policy loans at unpaid principal balances 2379.3 2386.5 7.2 NM
Derivative instruments 174.8 136.9 37.9 28%
Fair value option investments 86.6 102.1 15.5 15%
Total investments 15167.7 14166.8 1000.9 7%

Cashandcashequivalents 194.3 121.9 72.4 59%
Accrued investment income 175.6 169.5 6.1 4%
Receivables 415.1 405.7 9.4 2%
Deferred policy acquisition costs 1317.6 1444.3 126.7 9%
Deferred income taxes 118.2 116.4 1.8 2%
Other assets 164.6 180.5 15.9 9%
Discontinued operations assets 69.2 60.4 8.8 15%

Separate account assets 3817.6 4416.8 599.2 14%
Total assets 21439.9 21082.3 357.6 2%

LIABILITIES

Policy liabilities and accruals 12967.8 12992.5 24.7 NM
Policyholder deposit funds 2429.4 1494.1 935.3 63%
Indebtedness 426.9 427.7 0.8 NM
Other liabilities 613.7 546.3 67.4 12%

Discontinued operations liabilities 58.3 49.4 8.9 18%

Separate account liabilities 3817.6 4416.8 599.2 14%
Total liabilities 20313.7 19926.8 386.9 2%

STOCKHOLDERS EQUITY
Common stock and additional paid in capital 2631.8 2632.3 0.5 NM
Accumulated other comprehensive loss 170.7 133.8 36.9 28%
Accumulated deficit 1155.4 1163.5 8.1 1%

Treasury stock 179.5 179.5 NM
Total stockholders equity 1126.2 1155.5 29.3 3%
Total liabilities and stockholders equity 21439.9 21082.3 357.6 2%

Not meaningful NM

December 31 2011 compared to December 31 2010

Assets

The increase in total investments was the result of purchases of securities associated with positive cash flow generated by our

annuity business as sales continue to increase In addition the value of available-for-sale debt securities improved as result

of favorable impacts on fixed income securities as treasury rates have declined Fair value option investments decreased

primarily as result of the sale of securitized financial assets for which an irrevocable election had been made to use the fair

value option

Deferred policy acquisition costs decreased related to variable universal life universal variable annuities and traditional life

products primarily as result of amortization for the year ended December 31 2011 The deferred policy acquisition cost

balance associated with the fixed annuities increased as the amortization of the block was offset by the increase in deferred

expenses related to sales of our fixed indexed annuities The table below presents deferred policy acquisition cost by product
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Composition of Deferred Policy Acquisition Costs Increase decrease and

by Product As of December 31 percentage change
in millions 2011 2010 2011 vs 2010

Variable universal life 206.3 238.5 32.2 14%
Universal life 399.8 570.2 170.4 30%
Variableannuities 139.5 156.6 17.1 11%
Fixed annuities 132.9 33.5 99.4 NM
Traditional life 439.1 445.5 6.4 1%
Total deferred policy acquisition costs 1317.6 1444.3 126.7 9%

Not meaningful NM

The decline in other assets was result of decrease in investment receivables attributable to lower volume of investment
sales and decrease in premises and equipment related to amortization

Separate accounts decreased primarily from variable annuity surrenders and universal life fees and cost of insurance charges
during 2011

Liabilities and Stockholders Equity

Policyholder deposit funds increased primarily as result of continued sales growth of fixed indexed annuities as illustrated

in the table below entitled Annuity Funds on Deposit

The decrease in total stockholders equity was primarily result of other comprehensive loss from the increase in

unrecognized loss and prior service costs on our pension and other post-employment plans as result of the decline in interest

rates

See Note 16 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for additional information

Funds on Deposit

Annuity Funds on Deposit Years Ended December 31
in millions 2011 2010 2009

Deposits 951.5 220.8 142.6

Performance and interest credited 63.5 452.1 738.8

Fees 55.1 56.2 53.7
Benefits and surrenders

547.8 537.3 643.4
Change in funds on deposit 412.1 79.4 184.3

Funds on deposit beginning of year 4083.3 4003.9 3819.6

Annuity funds on deposit end of year 4495.4 4083.3 4003.9

2011 vs 2010

Annuity funds on deposit increased $412.1 million during the year ended December 31 2011 compared to an increase of

$79.4 million during the year ended December 31 2010 The higher increase in 2011 was driven by deposits related to the

growth in sales of the fixed index annuity product partially offset by lower fund performance and larger surrenders related to

variable annuity products

2010 vs 2009

Annuity funds on deposit increased during each of the
years

ended December 31 2010 and 2009 Funds on deposit increased

$104.9 million more during 2009 than during 2010 While positive market performance contributed to the increase in both

years the market
recovery during 2009 resulted in larger increase of funds Partially offsetting lower market performance

was an increase in deposits over prior year reflecting new sales of our fixed indexed annuities and lower surrenders in 2010

compared to 2009
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Variable Universal Life Funds on Deposit
Years Ended December 31

in millions
2011 2010 2009

Deposits
98.3 108.5 115.8

Performance and interest credited 6.7 143.6 244.3

Fees and cost of insurance 83.1 89.1 95.3

Benefits and surrenders 141.0 179.9 161.4

Change in funds on deposit 132.5 16.9 103.4

Funds on deposit beginning ofyear 1151.6 1168.5 1065.1

Variable universal life funds on deposit end of year 1019.1 1151.6 1168.5

2011 vs 2010

Variable universal life funds on deposit decreased $132.5 million compared to decrease of$16.9 million during the
years

ended December 31 2011 and 2010 The larger decline in 2011 was primarily driven by lower market performance partially

offset by lower surrenders

2010 vs 2009

Variable universal life funds on deposit decreased for the year
ended December 31 2010 compared to an increase during the

year
ended December 31 2009 Market performance was lower in 2010 compared to 2009 while surrenders were slightly

higher Deposits and fees and cost of insurance remained relatively flat

Universal Life Funds on Deposit
Years Ended December 31

in millions
2011 2010 2009

Deposits
384.5 336.2 351.4

Interest credited 79.2 85.7 96.6

Fees and cost of insurance 404.5 420.1 434.4

Benefits and surrenders 125.3 163.6 188.9

Change in funds on deposit 66.1 161.8 175.3

Funds on deposit beginning of year 1918.9 2080.7 2256.0

Universal life funds on deposit end of year 1852.8 1918.9 2080.7

2011 vs 2010

Universal life funds on deposit decreased $66.1 million and $161.8 million during the years
ended December 31 2011 and

2010 respectively The declines were lower in 2011 as compared to 2010 as result of the increase in deposits as well as

decrease in surrenders

2010 vs 2009

Universal life funds on deposit decreased during both years ended December 31 2010 and 2009 Fees and cost of insurance

charges offset deposits and interest credited during both periods Benefits and surrenders improved in 2010 compared to 2009

as result of favorable mortality experience
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Contractual Obligations and Commercial Commitments

Contractual Obligations and Commercial Commitments

in millions As of December 31 2011

Total 2012 2013 2014 2015 2016 Thereafter

Contractual Obligations Due

Indebtedness including interest payments 1081.7 31.4 62.8 62.8 924.7

Operating lease obligations 18.6 1.6 2.7 2.6 11.7

Other purchase liabilities2 119.0 37.6 47.6 27.2 6.6

Policyholder contractual obligation3 40023.4 2098.8 4023.5 3843.9 30057.2

Total contractual obligations4 41242.7 2169.4 4136.6 3936.5 31000.2

Commercial Commitment Expirations

Other commercial commitments5 244.9 95.7 87.6 55.8 5.8

Total commercial commitments 244.9 95.7 87.6 55.8 5.8

All future obligations for leased property of our discontinued operations were assumed by the buyer upon completion of the sale on
June 23 2010 See Note 21 to our consolidated financial statements under Item Financial Statements and Supplementary Data in

this Annual Report on Form 10-K for additional information

Other purchase liabilities relate to open purchase orders and other contractual obligations This amount does not include our expected

pension contribution of approximately $16.4 million in 2012 See Note 17 to our consolidated financial statements under Item
Financial Statements and Supplementary Data in this Annual Report on Form 10-K for additional information on pension and other

postretirement benefits

Policyholder contractual obligations represent estimated benefits from life insurance and annuity contracts issued by our life insurance

subsidiaries Policyholder contractual obligations also include separate account liabilities which are contractual obligations of the

separate account assets established under applicable state insurance laws and are legally insulated from our general account assets

Future obligations are based on our estimate of future investment earnings mortality surrenders and applicable policyholder

dividends Included in the amounts above are policyholder dividends generated by estimated favorable future investment and

mortality in excess of guaranteed amounts for our closed block Actual obligations in any single year or ultimate total obligations

may vary materially from these estimates as actual experience emerges As described in Note to our consolidated financial

statements under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K policy liabilities and

accruals are recorded on the balance sheet in amounts adequate to meet the estimated future obligations of the policies in force The

policyholder obligations reflected in the table above exceed the policy liabilities policyholder deposit fund liabilities and separate

account liabilities reported on our December 31 2011 consolidated balance sheet because the above amounts do not reflect future

investment earnings and future premiums and deposits on those policies Separate account obligations will be funded by the cash

flows from separate account assets while the remaining obligations will be funded by cash flows from investment earnings on general

account assets and premiums and deposits on contracts in force

We do not anticipate any increases to unrecognized tax benefits that would have significant impact on the financial position of the

Company Therefore no unrecognized tax benefits have been excluded from this table See Note 15 to our consolidated financial

statements under Item Financial Statements and Supplementary Data in this Annual Report on Form 10-K for additional

information on unrecognized tax benefits

Other commercial commitments relate to agreements to fund limited partnerships These commitments can be drawn down by private

equity funds as necessary to fund their portfolio investments through the end of the funding period as stated in each agreement

Commitments Related to Recent Business Combinations

Goodwin Capital Advisers Inc

On September 14 2011 we entered into definitive agreement to sell Goodwin Capital Advisers Inc Goodwin to

Conning Holdings Also on September 14 2011 we entered into multi-year investment management agreements with

Conning under which Conning will manage the Companys publicly-traded fixed income assets Because of the ongoing cash

flows associated with the investment management agreements results of these operations have been reflected within

continuing operations The transaction closed on November 18 2011 realized gain of $4.0 million was recognized on the

sale during the fourth quarter of 2011

Private placement bonds and limited partnership investments previously managed under Goodwin will continue to be

managed by Phoenix under its subsidiary Phoenix Life
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PFG Holdings Inc

On January 2010 we signed definitive agreement to sell PFG and its subsidiaries including AGL Life Assurance

Company to Tiptree Because of the divestiture we determined that these operations arereflected as discontinued operations

On June 23 2010 the Company completed the divestiture of PFG and closed the transaction

The definitive agreement contains provision requiring the Company to indemnify Tiptree for any losses due to actions

resulting from certain specified acts or omissions associated with the divested business prior to closing There has been

litigation filed that falls within this provision of the agreement The Company intends to defend these matters vigorously

Phoenix Life and Reassurance Company of New York

Included within the January 2010 agreement with Tiptree was provision for the purchase of PLARNY pending regulatory

approval On September 24 2010 approval was obtained from the State of New York Insurance Department for Tiptree and

PFG Holdings Acquisition Corporation to acquire PLARNY The transaction closed on October 2010 Because of the

divestiture these operations are reflected as discontinued operations

Obligations Related to Pension and Postretirement Employee Benefit Plans

We provide our employees with post-employment benefits that include retirement benefits through pension and savings

plans and other benefits including health care and life insurance Employee benefit expense related to these plans totaled

$13.2 million $20.1 million and $46.7 million for 2011 2010 and 2009 respectively

We have three defined benefit pension plans covering our employees The employee pension plan covering substantially all

of our employees provides benefits up to the amount allowed under the Internal Revenue Code The two supplemental plans

provide benefits in excess of the primary plan Retirement benefits under the plans are function of years of service and

compensation Effective March 31 2010 all benefit accruals under all of our defined benefit plans were frozen This change

was announced in 2009 and curtailment was recognized at that time for the reduction in the expected years of future

service

Employee Pension Plan

The employee pension plan is qualified plan that is funded with assets held in trust It is the Companys practice to make

contributions to the qualified pension plan at least sufficient to avoid benefit restrictions under funding requirements of the

Pension Protection Act of 2006 This generally requires the Company to maintain assets that are at least 80% of the plans

liabilities as calculated under the applicable regulations at the end of the prior year Under these regulations the qualified

pension plan is currently funded at 80% of the funding target liabilities as of December 31 2011

The funded status of the qualified pension plan based on the projected benefit obligations for the years ended December 31

2011 and 2010 are summarized in the following table

Qualified Employee Pension Plan Funded Status As of December 31

in millions
2011 2010

Plan assets end of year
437.9 436.0

Projected benefit obligation end of year
624.6 575.8

Plan assets less than projected benefit obligations end of year 186.7 139.8

To meet the above funding objectives we made contributions to the pension plan totaling $17.4 million and $25.7 million

during 2011 and 2010 respectively Over the next 12 months we expect to make contributions of approximately $16.4

million from the Companys operating cash flow of which approximately $3.4 million will be made in the first quarter of

2012

The changes in the projected benefit obligations of the employee plan at December 31 2011 as compared to December 31

2010 were principally the result of accrued interest cost and actuarial losses due to assumption changes
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Supplemental Plans

The Company also has two supplemental plans that provide benefits to certain executives in excess of the primary plan
These plans are unfunded and represent general obligations of the Company We fund periodic benefit payments to retirees as

they become due under these plans from cash-flow from operations The projected benefit obligations for the years ended

December 31 2011 and 2010 were $141.2 million and $133.3 million respectively

The changes in the projected benefit obligations of the supplemental plans at December 31 2011 as compared to

December 31 2010 were principally the result of accrued interest cost and actuarial losses due to assumption changes

We also have postretirement benefit plan which is unfunded and had projected benefit obligations of $58.8 million and

$58.8 million as of December 31 2011 and 2010 respectively We fund periodic benefit payments under this plan from cash

flows from operations as they become due

We have entered into agreements with certain key executives of the Company that will under change in control provide

separation benefits upon the termination of the executives employment by the Company for reasons other than death
disability cause or retirement or by the executive for good reason as defined in the agreements The agreements provide
this protection only if the termination occurs following oris effectively connected with the occurrence of change of

control as defined in the agreements As soon as reasonably possible upon change in control as so defined we are required
to make an irrevocable contribution to trust in an amount sufficient to pay benefits due under these agreements

We have agreements with certain of our employees that provide for additional retirement benefits In the year ended

December 31 2011 the estimated liability for these guarantees was $17.9 million

See Note 17 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K for more information

Off-Balance Sheet Arrangements

As of December 31 2011 we did not have any significant off-balance sheet
arrangements as defined by Item 303a4ii of

SEC Regulation S-K See Note 12 to our consolidated financial statements under Item Financial Statements and

Supplementary Data in this Annual Report on Form 10-K for more information on variable interest entities

Reinsurance

We maintain reinsurance agreements to limit potential losses reduce exposure to larger risks and provide additional capacity
for growth We remain liable to the extent that reinsuring companies may not be able to meet their obligations under

reinsurance agreements in effect Failure of the reinsurers to honor their obligations could result in losses to the Company
Since we bear the risk of nonpayment we evaluate the fmancial condition of our reinsurers and monitor concentrations of
credit risk

Due to the financial distress of Scottish Re and the withdrawal of its ratings in June 2009 we are continuing to monitor its

financial situation and assess the recoverability of the reinsurance recoverable on quarterly basis As of December 31 2011
the Company has ceded reserves of $56.5 million and reinsurance receivable balance of $1.9 million with Scottish Re
Based on our review of its financial statements reputation in the reinsurance marketplace and other relevant information we
believe that we have no material exposure to uncollectible life reinsurance As such no allowance has been established

Effective October 2011 Phoenix Life entered into an agreement that provides modified coinsurance for approximately

one-third of the closed block policies This contract did not meet the requirements of risk transfer in accordance with GAAP
Therefore assets and liabilities and premiums and benefits are netted on our consolidated balance sheet and consolidated

income statement respectively as the right of offset exists

60



Statutory Capital and Surplus and Risk-Based Capital

Phoenix Lifes statutory basis capital and surplus including AVR increased from $763.2 million at December 31 2010 to

$845.7 million at December 31 2011 The principal factors resulting in this increase were net gain from operations of $130.5

million offset by dividends paid to PNX of $64.8 million

Section 1322 of New York Insurance Law requires that New York life insurers report
their RBC RBC is based on 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

NYDFS explicit regulatory authority to require various actions by or take various actions against insurers whose Total

Adjusted Capital capital and surplus plus AVR plus one-half the policyholder dividend liability does not exceed certain

RBC levels Each of our other life insurance subsidiaries is also subject to these same RBC requirements

The levels of regulatory action the trigger point and the corrective actions required are summarized below

Company Action Level results when Total Adjusted Capital falls below 100% of Company Action Level at which

point the Company must file comprehensive plan to the state insurance regulators

Regulatory Action Level results when Total Adjusted Capital falls below 75% of Company Action Level where in

addition to the above insurance regulators are required to perform an examination or analysis deemed necessary
and

issue corrective order specifing corrective actions

Authorized Control Level results when Total Adjusted Capital falls below 50% of Company Action Level RBC as

defined by the NAIC where in addition to the above the insurance regulators are permitted but not required to place the

Company under regulatory control and

Mandatory Control Level results when Total Adjusted Capital falls below 35% of Company Action Level where

insurance regulators are required to place the Company under regulatory control

The estimated RBC of Phoenix Life as of December 31 2011 was in excess of 200% of the Company Action Level

See Note 22 to our consolidated financial statements under Item Financial Statements and Supplementary Data in this

Annual Report on Form 10-K regarding the Life Companies statutory financial information and regulatory matters

Item 7A quantitative and qualitative Disclosures About Market Risk

For information about our management of market risk see Item Managements Discussion and Analysis of Financial

Condition and Results of Operations under the heading Enterprise Risk Management

Item Financial Statements and Supplementary Data

The Financial Statements and Supplementary Data required by this item are presented beginning on page F-i

Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None
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Item 9A Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We have carried out an evaluation under the supervision and with the participation of our management including our Chief

Executive Officer and our Chief Financial Officer of the effectiveness of the design and operation of our disclosure controls

and procedures There are inherent limitations to the effectiveness of any system of disclosure controls and procedures

including the possibility of human error and the circumvention or overriding of the controls and procedures Accordingly
even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control objectives
Based upon our evaluation these officers have concluded that as of December 31 2011 our disclosure controls and

procedures as defined in Rule 3a- 15e and 5d- 15e under the Securities Exchange Act of 1934 as amended the
Exchange Act were effective to provide reasonable assurance that information required to be disclosed in the

reports we
file and submit under the Exchange Act is recorded processed summarized and reported within the time period specified in

the SECs rules and forms and that such information is accumulated and communicated to our management including our
Chief Executive Officer and our ChiefFinancial Officer as appropriate to allow to allow timely decisions regarding required
disclosures

Managements Annual Report on Internal Control over Financial Reporting

Our management including our Chief Executive Officer and our Chief Financial Officer is responsible for establishing and

maintaining an adequate system of internal control over financial reporting as such term is defined in Exchange Act Rule
3a- 15f Internal control over financial reporting is process designed by or under the supervision of our Chief Executive

Officer and our Chief Financial Officer to provide reasonable assurance regarding the reliability of financial
reporting and

the preparation of financial statements for external reporting purposes in accordance with GAAP Because of its inherent

limitations internal control over financial reporting may not prevent or detect misstatements Also projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes
in conditions or that the degree of compliance with the policies or procedures may deteriorate Management has assessed the

effectiveness of our internal control over financial reporting as of December 31 2011 In making its assessment management
has used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission COSO in

Internal Control Integrated Framework Management concluded that based on its assessment the Companys internal

control over financial reporting was effective as of December 31 2011

The effectiveness of our internal control over financial reporting as of December 31 2011 has been audited by

PricewaterhouseCoopers LLP an independent registered public accounting firm as stated in their report which appears on

page F-

Changes in Internal Control over Financial Reporting

As disclosed in the Companys annual and quarterly reports filed with the SEC during 2011 management had previously

concluded that as of December 31 2010 the Company had material weakness in its internal control over financial reporting

specifically those controls designed to ensure the operating effectiveness of the review of the valuation allowance and

recoverability of the recorded deferred tax asset

By the end of the fourth quarter of 2011 all of the control enhancements and additional processes implemented by

management were in place for period of time sufficient to enable management to conclude that the material weakness had

been remediated These enhancements included additional documentation and review of tax judgments and conclusions

reached relative to the deferred tax valuation allowance

Management has concluded that as of December 31 2011 these corrective actions have remediated the Companys
previously reported material weakness in internal control over financial reporting There were no other changes in our

internal control over financial reporting during the quarter ended December 31 2011 that have materially affected or are

reasonably likely to materially affect our internal control over financial reporting

Item 9B Other Information

None
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PART III

Item 10 Directors Executive Officers and Corporate Governance

The information required by Items 401 405 and paragraphs 13 d4 and d5 of Item 407 of Regulation S-K except for

Item 401 with respect to the executive officers as disclosed below is incorporated herein by reference to the information set

forth in our definitive proxy statement for the 2012 annual meeting of shareholders or our 2012 Proxy Statement to be filed

with the SEC within 120 days after the close of the fiscal year covered by this Annual Report on Form 10-K and under the

sections entitled Proposal Election of Directors Section 16a Beneficial Ownership Reporting Compliance and

Audit Committee Charter and Report

Executive Officers of the Registrant

Set forth below is description of the business positions held during at least the past
five years by the current executive

officers of Phoenix All ages are as of March 2012

JAMES WEHR age 54 has been President and Chief Executive Officer since April 2009 Previously Mr Wehr served as

Senior Executive Vice President and Chief Investment Officer of the Company since February 2007 Executive Vice

President and Chief Investment Officer of the Company since February 2005 and as Senior Vice President and Chief

Investment Officer of the Company and Phoenix Life since January 2004 Prior to that Mr Wehr was Senior Managing

Director and Portfolio Manager of Virtus from 1995 through 2003 Mr Wehr joined the Company in 1981 and held series

of increasingly senior investment positions prior to 1995

PETER HOFMANN age 53 has been Senior Executive Vice President and Chief Financial Officer of the Company since

November 2007 Previously Mr Hofmann served as Executive Vice President head of the Office of the Chairman and

Strategic Relations and Chief Strategic Officer of the Company since February 2007 and as Senior Vice President and Chief

Strategic Officer of the Company since January 2004 Mr Hofmann joined the Company in 2001 to establish the investor

relations function and to prepare the Company for its demutualization and initial public offering

PHILIP POLKThGHORN age 54 has been Senior Executive Vice President Business Development of the Company

since February 2007 Previously Mr Polkinghorn served as Executive Vice President Life and Annuity of the Company

since March 2004 Prior to joining the Company in 2004 Mr Polkinghorn had been Vice President of Sun Life Financial

Company since 2001 with responsibility for the overall management of its annuity business

EDWARD CASSIDY age 51 has been Executive Vice President Distribution of the Company since May 2007 and the

Managing Principal of Saybrus Partners Inc Phoenix subsidiary since 2009 Prior to joining the Company in 2006

Mr Cassidy had been Senior Vice President of Principal Financial Group with responsibility
for the oversight of the

individual life insurance business including product development marketing underwriting and risk management Prior to

that Mr Cassidy spent 15 years at Travelers Life and Annuity Company where he held variety of senior distribution

positions and ultimately as president of Travelers Life Division

JOFfN LAGRASSE age 61 has been Executive Vice President Alternative Retirement Solutions of the Company since

2007 Mr LaGrasse joined the Company in 2004 and held variety of information technology and operational positions

including Chief Information Officer of the Company Prior to joining Phoenix Mr LaGrasse owned and led IMAGEN LLC

marketing and advertising support company Prior to that Mr LaGrasse had served as Executive Vice President and Chief

Information Officer of American General Corporation part of the American General Financial Group

BONNIE MALLEY age 50 has been Executive Vice President and Chief Administrative Officer of the Company since

2008 Previously Ms Malley served as the head of Human Resources since August 2002 and in the ensuing years added

other administrative functions Ms Malley served as Senior Vice President and Chief Accounting Officer in 2001 and Vice

President Corporate Finance in 1998 Ms Malley joined the Company in 1985 as staff auditor within the securities

accounting and investment accounting functions

JOHN MULRAIN age 62 has been Executive Vice President General Counsel and Secretary of the Company since

February 2011 Previously Mr Mulrain served as Senior Vice President General Counsel and Secretary of the Company

since July 2009 with responsibility for all legal functions including corporate compliance and corporate secretary duties

Prior to that Mr Mulrain served as Vice President and Counsel focusing primarily on legal issues relating to investments and

portfolio management
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CHRISTOPHER WILKOS age 54 has been Executive Vice President and Chief Investment Officer of the Company
since April 2009 Previously Mr Wilkos served as Senior Vice President of Corporate Portfolio Management since March
2001 and Vice President of Corporate Portfolio Management since January 1998 Prior to that he was Director of Corporate
Portfolio Management since March 1997 Prior to that he was employed as portfolio manager and Vice President of
Portfolio Strategy at Connecticut Mutual Life

MiCHAEL HANRAHAN age 50 has been Chief Accounting Officer of the Company since February 2010
Mr Hanrahan had previously held the position of Vice President Corporate Controller since he joined the Company in

November 2008 Prior to that he had served as Vice President Corporate Controller of Allied World Assurance Company
since 2006 and Vice President Retirement Division Controller of Prudential Financial since April 2004 Prior to that
Mr Hanrahan held series of increasingly senior roles in CIGNAs retirement and investment businesses since March 1996

Code of Ethics

We have code of ethics the Code of Conduct that is applicable to all of our Company directors and employees
including our principal executive officer principal financial officer and principal accounting officer copy of the Code of
Conduct may be reviewed on our web site at www.phoenixwm.com in the Investor Relations section The latest amendments
to the Code of Conduct will be reflected together with description of the nature of any amendments other than ones that

are technical administrative or non-substantive on the above web site In the event we ever waive compliance with the Code
of Conduct by our principal executive officer our principal financial officer or our principal accounting officer we will

disclose the waiver on that web site Copies of our Code of Conduct may also be obtained without charge by sending
request either by mail to Corporate Secretary The Phoenix Companies Inc One American Row P.O Box 5056 Hartford
Connecticut 06 102-5056 or by e-mail to corporate.secretaryphoenixwm.com

Item 11 Executive Compensation

The information required by Item 402 and paragraphs e4 and e5 of Item 407 of Regulation S-K is incorporated herein

by reference to the information set forth under the sections entitled Compensation of Executive Officers Compensation
Committee Charter Processes Interlocks and Report and Compensation of Directors of our 2012 Proxy Statement

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by Item 403 of Regulation S-K is incorporated herein by reference to the information set forth

under the section entitled Ownership of Common Stock of our 2012 Proxy Statement

Securities Authorizedfor Issuance Under Equiiy Compensation Plans

The following table sets forth information as of the end of the Companys 2011 fiscal year with respect to compensation
plans under which equity securities of the Company are authorized for issuance In connection with the dividend related to

the spin-off of Virtus effective December 31 2008 outstanding stock option and non-vested RSU awards were modified

through the issuance of additional stock options and RSUs and the adjustment of the stock option exercise prices for existing
awards For each award

outstanding the
aggregate intrinsic value of the award immediately after the modification was the

same as the aggregate intrinsic value immediately before the modification The modifications were structured to preserve the
value of the awards upon completion of the spin-off and accordingly resulted in no additional compensation cost Also in

connection with the spin-off dividend non-vested awards to Virtus employees were cancelled As such unless noted

otherwise the figures listed in the table below and the accompanying footnotes reflect the status of our equity compensation
plans after these modifications were made
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Number of securities

Number of securities to be Weighted-average remaining available for

issued upon exercise issue pflce of future issuance under

Plan Category
of outstanding options outstanding options equity compensation plans

warrants and rights warrants and rights excluding securities

reflected in Column

Equity compensation plans

approved by the Companys

shareholders

2003 Restricted Stock

Restricted Stock Unit and

Long-Term Incentive Plan

Equity compensation plans not

approved by the Companys

shareholders

Stock Incentive Plan4 3710652 $10.71 1792695

Directors Stock Plan6 95316 $13.98 912473

Total plans not approved by

shareholders 3805968 $10.79 2705168

Total 5804442 $10.79 2746223

Does not take RSUs into account

copy
of the 2003 Restricted Stock Restricted Stock Unit and Long-Term Incentive Plan was filed as Exhibit 10.22 to our first

quarter 2008 Form l0-Q filed by the Company with the SEC on May 2008

This figure consists of the shares underlying 1223528 RSUs that vest over time 453095 RSUs that are subject to performance

contingencies and 321851 RSUs that are subject to no contingencies but which are not currently convertible

copy of the Stock Incentive Plan was filed as Exhibit 10.2 to the first quarter 2008 Form 10-Q filed by the Company with the SEC

on May 2008 The first amendment to the Stock Incentive Plan was filed as Exhibit 10.2 to our 2008 Annual Report on Form 10-K

filed by the Company with the SEC on March 2009 The following summary of the material features of the plan is qualified in its

entirety by reference to the full text of the plan which is hereby incorporated by reference

Under the Companys Stock Incentive Plan the Compensation Committee or if the committee delegates such authority to the CEO

the Committee may grant stock options to officers and employees of the Company and its subsidiaries The maximum number of

shares issuable under the plan with respect to officers and employees of the Company other than Phoenix Investment Partners Ltd

now Virtus Investment Partners Inc which was spun off by the Company on December 31 2008 and hereinafter

Virtusincluding those who are also employees officers or directors of Virtus and those individuals who were officers or

employees of the Company on April 17 2000 is the aggregate of 5% approximately 5.25 million prior to adjustment for the spin-off

of Virtus of the shares outstanding on June 26 2001 approximately 105 million shares reduced by the shares issuable pursuant to

options or other awards granted under the Companys Directors Stock Plan and with respect to officers and employees of Virtus

other than those officers employees or insurance agents described above 1% approximately 1.05 million prior to adjustment for the

spin-off of Virtus of the shares outstanding on June 26 2001 During any five-year period no participant may be granted options in

respect of more than 5% of the shares available for issuance under the plan The Board may terminate or amend the plan but such

termination or amendment may not adversely affect any outstanding stock options without the consent of the affected participant The

plan will continue in effect until it is terminated by the Board or until no more shares are available for issuance

The exercise price per share subject to an option will be not less than the fair market value of such share on the options grant date

Each option will generally become exercisable in equal installments on each of the first three anniversaries of the grant date except

that no option may be exercised after the tenth anniversary of its grant date Options may not be transferred by the grantee except in

the event of death or if the Committee permits the transfer of non-qualified stock options by gift or domestic relations order to the

grantees immediate family members Upon grantees death any outstanding options previously granted to such grantee will be

exercisable by the grantees designated beneficiary until the earlier of the expiration of the option or five years following the grantees

death If the grantee terminates employment by reason of disability or retirement any outstanding option will continue to vest as if the

grantees service had not terminated and the grantee may exercise any vested option until the earlier of five years following

termination of employment or the expiration of the option If the grantees employment is terminated for cause the grantee will forfeit

any outstanding options If the grantees employment terminates in connection with divestiture of business unit or subsidiary or

similar transaction the Committee may provide that all or some outstanding options will continue to become exercisable and may be

exercised at any time prior to the earlier of the expiration of the term of the options and the third anniversary of the grantees

termination of service If the grantee terminates employment for any other reason any vested options held by the grantee at the date of

termination will remain exercisable for period of 30 days and any then unvested options will be forfeited
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Generally upon change of control as defined in the plan each outstanding option will become fully exercisable Alternatively the

Committee may require that each option be canceled in exchange for payment in an amount equal to the excess if any of the

price paid in connection with the change of control over the exercise price of the option or ii if the Committee determines in good
faith that the option will be honored or assumed by or an alternative award will be issued by the acquirer in the change of control

require that each option remain outstanding without acceleration of vesting or exchanged for such alternative award

This figure consists of the shares which underlie the options issued under the Stock Incentive Plan 3316858 of which are fully

vested 143794 of which are subject to vesting with the passage of time and 250000 of which are subject to performance
contingencies

copy of the Directors Stock Plan was filed as Exhibit 10.6 to the 2008 Form 10-Q filed by the Company on May 2008 The

following summary of the material features of the plan is qualified in its entirety by reference to the full text of the plan which is

hereby incorporated by reference

Under the Directors Stock Plan the Board of Directors may grant options to outside directors provided that the aggregate number of
shares issuable pursuant to options will not exceed 0.5% of the total shares outstanding on June 26 2001 or 524843 shares Each
option entitles the holder to acquire one share of our Common Stock at the stated exercise price The exercise price per share will not
be less than the fair market value of share on the day such option is granted and the option will be exercisable from the day the

option is granted until the earlier of the tenth anniversary of such grant date or the third anniversary of the day the outside director

ceases to provide services for the Company Under the Directors Stock Plan the Board of Directors may require the outside directors
to receive up to one-half of their directors fees in shares instead of cash and the outside directors may elect to receive any portion of
such fees in shares instead of cash The aggregate number of shares that may also be issued in lieu of cash fees may not exceed
524046 shares bringing the total available under this plan to 1048889 shares

This figure consists of the shares which underlie the options issued under the Directors Stock Plan

Item 13 Certain Relationships and Related Transactions and Director Independence

The information required by Items 404 and 407a of Regulation S-K is incorporated herein by reference to the information
set forth under the section entitled Proposal Election of Directors of our 2012 Proxy Statement

Item 14 Principal Accounting Fees and Services

The information required by Item 9e of Schedule 14A is incorporated herein by reference to the information set forth under

the section entitled Proposal Ratification of the Appointment of our Independent Registered Public Accounting Firm of

our 2012 Proxy Statement
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PART IV

Item 15 Exhibits Financial Statement Schedules

Documents filed as part of this Annual Report on Form 10-K include

Financial Statements The financial statements listed in Part II of the Table of Contents to this Annual Report on

Form 10-K are filed as part of this Annual Report on Form 10-K

Financial Statement Schedules All financial statement schedules are omitted as they are not applicable or the

information is shown in the consolidated financial statements or notes thereto and

Exhibits The exhibits listed under the caption Exhibit Index herein are filed as part of this Annual Report on

Form 10-K Exhibit numbers 10.1 through 10.53 are management contracts or compensatory plans or arrangements

In reliance upon Item 601 b4iii of Regulation S-K we hereby give notice that in connection with the filing of this

Annual Report on Form 10-K we do not intend to file as exhibits copies of our instruments with respect to long-term debt

where the total amount of securities authorized thereunder does not exceed 10% of the total assets of the Company and its

subsidiaries on consolidated basis We hereby agree to furnish copy of any such instrument to the SEC upon request
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SIGNATURES

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

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

THE PHOENIX COMPANIES INC
Registrant

Dated March 15 2012

Dated March 15 2012

Dated March 15 2012

By Is James Wehr

James Wehr

President and Chief Executive Officer

Principal Executive Officer

By Is Peter Hofmann

Peter Hofmann

Senior Executive Vice President and ChiefFinancial Officer

Principal Financial Officer

By Is Michael Hanrahan

Michael Hanrahan

Vice President and Chief Accounting Officer

Principal Accounting Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below dated March 15
2012 by the following persons on behalf of the Registrant and in the capacities indicated

Martin Baily Director

Arthur Byrne Director

Sanford Cloud Jr Director

Gordon Davis Director

John Forsgren Director

By Is John Muirain

John Mulrain

Attorney-in-Fact

Ann Maynard Gray Director

Thomas Johnson Chairman

Augustus Oliver II Director

Is James Wehr

James Wehr Director

Arthur Weinbach Director
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pwc
Report of Independent Registered Public Accounting Firm

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 and

comprehensive income cash flows and changes in stockholders equity present fairly in all material respects the financial

position of The Phoenix Companies Inc and its subsidiaries the Company at December 31 2011 and 2010 and the

results of its operations and its cash flows for each of the three years
in the period ended December 31 2011 in conformity

with accounting principles generally accepted in the United States of America Also in our opinion the Company

maintained in all material respects effective internal control over financial reporting as of December 31 2011 based on

criteria established in Internal Control Integrated
Framework issued by the Committee of Sponsoring Organizations

of the

Treadway Commission COSO The Companys management is responsible for these financial statements for maintaining

effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial

reporting included in Managements Annual Report on internal Control over Financial Reporting appearing under item 9A

Our responsibility
is to express opinions on these financial statements and on the Companys internal control over financial

reporting based on our integrated audits We conducted our audits in accordance with the standards of the Public Company

Accounting Oversight Board United States Those standards require that we plan and perform the audits to obtain

reasonable assurance about whether the financial statements are free of material misstatement and whether effective internal

control over financial reporting was maintained in all material respects Our audits of the financial statements included

examining on 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
Our audit of internal control over financial reporting included obtaining an understanding of internal control

over financial reporting assessing the risk that material weakness exists and testing and evaluating the design and

operating effectiveness of internal control based on the assessed risk Our audits also included performing such other

procedures as we considered necessary in the circumstances We believe that our audits provide reasonable basis for our

opinions

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting
and the preparation

of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and

dispositions of the assets of the company ii provide reasonable assurance that transactions are recorded as necessary to

permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and directors of the

company and iiiprovide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or

disposition of the companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

Boston Massachusetts

March 15 2012

PricewaterhouseCooperS LLP 125 High Street Boston MA 02110

6i 530 5000 61 530 5001 wwWpWC.cO/US
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THE PHOENIX COMPANIES INC
Consolidated Balance Sheets

in millions except share data

December 31 2011 and 2010

2011 2010
ASSETS
Available-for-sale debt securities at fair value amortized cost of$l 1351.8 and $10627.7 11890.0 10893.8
Available-for-sale equity securities at fair value cost of $29.5 and $28.7 35.7 47.5
Limited partnerships and other investments

601.3 600.0
Policy loans at unpaid principal balances

2379.3 2386.5
Derivative instruments

174.8 136.9
Fair value option investments

86.6 102.1
Total investments

15167.7 14166.8
Cash and cash equivalents

194.3 121.9
Accrued investment income

175.6 169.5
Receivables

415.1 405.7
Deferred policy acquisition costs

1317.6 1444.3
Deferred income taxes

118.2 116.4
Other assets

164.6 180.5
Discontinued operations assets

69.2 60.4
Separate account assets

3817.6 4416.8
Total assets

21439.9 21082.3

LIABILITIES

Policy liabilities and accruals
12967.8 12992.5

Policyholder deposit funds
2429.4 1494.1

Indebtedness
426.9 427.7

Other liabilities

613.7 546.3
Discontinued operations liabilities

58.3 49.4

Separate account liabilities

3817.6 4416.8
Total liabilities

20313.7 19926.8

COMMITMENTS AND CONTINGENCIES NOTES 2324 25

STOCKHOLDERS EQUITY
Common stock $.0 par value 116.3 million and 116.1 million shares outstanding 1.3 1.3

Additional paid-in capital
2630.5 2631.0

Accumulated other comprehensive loss
170.7 133.8

Accumulated deficit
1155.4 1163.5

Treasury stock at cost 11.3 million and 11.3 million shares 179.5 179.5
Total stockholders equity

1126.2 1155.5
Total liabilities and stockholders equity 21439.9 21082.3

The accompanying notes are an integral part of these financial statements
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BENEFITS AND EXPENSES

Policy benefits excluding policyholder dividends

Policyholder dividends

Policy acquisition cost amortization

Interest expense on indebtedness

Other operating expenses

Total benefits and expenses

Income loss from continuing operations before income taxes

Income tax expense benefit

Income loss from continuing operations

Income loss from discontinued operations net of income taxes

Net income loss

2011

459.1

597.1

809.9

64.6
38.9

25.7
9.3

16.4

1849.7

1083.2

246.9

210.6

31.8

245.2

1817.7

32.0

1.9

30.1

8.1

2010

521.4

630.2

844.6

105.2

55.6

49.6
39.7

9.9

1986.3

1090.0

309.8

298.2

31.8

291.2

2021.0

34.7

10.1

24.6
12.0

12.6

2009

583.9

648.1

786.7

201.5

93.1

108.4

6.2

102.2

1916.5

1179.6

226.8

260.6

33.1

303.5

2003.6

87.1
108.9

196.0

123.0

319.0

EARNINGS LOSS PER SHARE

Earnings loss from continuing operations basic

Earnings loss from continuing operations diluted

Earnings loss from discontinued operations basic

Earnings loss from discontinued operations diluted

Net earnings loss basic

Net earnings loss diluted

Basic weighted-average common shares outstanding in thousands

Diluted weighted-average common shares outstanding in thousands

0.26

0.26

0.19
0.19

0.07

0.07

116537

117964

0.21

0.21

0.10

0.10

0.11

0.11

116340

116340

1.68

1.68

1.06

1.06

2.74

2.74

116473

116473

COMPREHENSIVE INCOME LOSS
Net income loss

Net unrealized investment gains

Non-credit portion of OTTI losses recognized in OCI

Net unrealized other gains losses

Net unrealized derivative instruments gains losses

Other comprehensive income loss

Comprehensive income loss

8.1 12.6
41.9 97.8

25.3 36.1

53.7 38.7
0.2 12.8

36.9 35.8

28.8 23.2

319.0

570.1

60.5

58.1

4.0
563.7

244.7

The accompanying notes are an integral part of these financial statements

THE PHOENIX COMPANIES INC

Consolidated Statements of Income and Comprehensive Income

in millions except per share data

Years Ended December 31 2011 2010 and 2009

REVENUES
Premiums

Fee income

Net investment income

Net realized investment gains losses

Total other-than-temporary impairment OTTI losses

Portion of OTTI losses recognized in other comprehensive income OCI
Net OTTI losses recognized in earnings

Net realized investment gains excluding OTTI losses

Net realized investment losses

Total revenues
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THE PHOENIX COMPANIES INC
Consolidated Statements of Cash Flows

in millions

Years Ended December 31 2011 2010 and 2009

2011

8.1

16.4

210.6

141.1

12.8

50.8
1.0

7.3

203.3

3.4

157.0

18.6

138.4

3189.0

6.4
106.5

53.9

2444.6

10.2

144.6

57.2

8.6

7.2

1.0

4.4

18.6

705.4

1725.5

808.5

0.8

916.2

72.4

121.9

194.3

6.2
34.9

2010

12.6
9.9

298.2

27.0
11.3

16.4

12.8
49.1

447.3

9.8

236.0

22.0

258.0

2758.4
7.2

126.3

84.1

2762.8

0.6

143.1

47.1

0.1

62.1
32.9

5.9

13.1

44.3

732.2

565.0

0.2

167.5

134.8

256.7

121.9

2009

319.0

102.2

260.6

67.6

26.3

78.4

94.2

9.2

862.8

5.3

683.8

100.8

583.0

2678.2

5.3
86.6

163.8

3378.2

2.3

42.2

80.4

153.1

5.4
7.3

47.1
662.5

636.6

818.8

14.6

0.2

196.6

117.1

373.8

256.7

OPERATING ACTIVITIES
Net income loss

Net realized investment losses

Amortization of deferred policy acquisition costs

Policy acquisition costs deferred

Amortization and depreciation

Change in

Accrued investment income

Deferred income taxes

Receivables

Policy liabilities and accruals

Other assets and other liabilities net

Cash provided by used for continuing operations

Discontinued operations net

Cash provided by used for operating activities

INVESTING ACTIVITIES
Purchases of

Available-for-sale debt securities

Available-for-sale equity securities

Limited partnerships and other investments

Derivative instruments

Fair value option investments

Sales repayments and maturities of

Available-for-sale debt securities

Available-for-sale equity securities

Limited partnerships and other investments

Derivative instruments

Fair value option investments

Policy loans net

Proceeds from sale of subsidiary

Premises and equipment additions

Effect of deconsolidation of collateralized debt obligations

Discontinued operations net

Cash provided by used for investing activities

FINANCING ACTIVITIES
Policyholder deposit fund deposits

Policyholder deposit fund withdrawals

Indebtedness repayments

Non-controlling interest

Discontinued operations net

Cash provided by used for financing activities

Change in cash and cash equivalents

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Supplemental Disclosure of Cash Flow Information
Income taxes paid 0.1 2.3
Interest expense on indebtedness paid 34.9 34.9

Included in cash and cash equivalents above is cash held as collateral by third party of $8.0 million $6.9 million and $0.0 million at

December 31 2011 2010 and 2009 respectively

The accompanying notes are an integral part of these financial statements

0.5
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COMMON STOCK
Balance beginning of year

Common shares issued

Balance end of year

THE PHOENIX COMPANIES INC

Consolidated Statements of Changes in Stockholders Equity

in millions except share data

Years Ended December 31 2011 2010 and 2009

2011 2010 2009

ADDITIONAL PAiD-IN CAPITAL

Balance beginning of period

Issuance of shares and compensation expense on stock compensation awards

Balance end of year

2631.0

0.5
2630.5

2627.3

3.7

2631.0

2626.4

0.9

2627.3

ACCUMULATED OTHER COMPREHENSIVE INCOME LOSS
Balance beginning of year

Adjustment for initial application of accounting changes

Other comprehensive income loss

Balance end of year

133.8 171.3

1.7

36.9 35.8

170.7 133.8

743.6

8.6

563.7

171.3

ACCUMULATED DEFICIT

Balance beginning of year

Adjustment for initial application of accounting changes

Net income loss

Balance end of year

1163.5

8.1

1155.4

1146.7
4.2

12.6

1163.5

839.5
11.8

319.0

1146.7

TREASURY STOCK AT COST

Balance beginning of year

Change in treasury stock

Balance end of year

TOTAL STOCKHOLDERS EQUITY
Balance beginning of year

Change in stockholders equity

Stockholders equity end of year

1155.5

29.3

1126.2

1131.1

24.4

1155.5

865.1

266.0

1131.1

The accompanying notes are an integral part of these financial statements

1.3 1.3 1.3

1.3 1.3 1.3

179.5 179.5 179.5

179.5 179.5 179.5
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THE PHOENIX COMPANIES INC
Notes to Consolidated Financial Statements

in millions except per share and per unit data

Years Ended December 31 2011 2010 and 2009

Organization and Description of Business

The Phoenix Companies Inc we our the Company PNX or Phoenix is holding company and our operations
are conducted through subsidiaries principally Phoenix Life Insurance Company Phoenix Life and PHL Variable

Insurance Company PHL Variable We provide life insurance and annuity products through independent agents and

financial advisors Our policyholder base includes both affluent and middle market consumers with our more recent business

concentrated in the middle market Most of our life insurance in force is permanent life insurance insuring one or more lives
Our annuity products include fixed and variable annuities with variety of death benefit and guaranteed living benefit

options

We operate two businesses segments Life and Annuity and Saybrus The Life and Annuity segment includes individual life

insurance and annuity products including universal life and variable universal life and fixed and variable annuities It also

includes the results of our closed block which consists primarily of participating whole life products Saybrus is our
distribution company that provides dedicated consulting services to partner companies as well as wholesaling support for the
Phoenix Life and PHL Variable product lines

Since 2009 we have focused on selling products and services that are less capital intensive and less sensitive to our ratings
In 2011 Phoenix product sales were primarily in fixed annuities and we expanded sales of other insurance companies
policies through Saybrus

Basis of Presentation and Significant Accounting Policies

We have prepared these financial statements in accordance with accounting principles generally accepted in the United States

of America GAAP which differ materially from the accounting practices prescribed by various insurance regulatory
authorities Our consolidated financial statements include the accounts of the Company and its various subsidiaries

Intercompany balances and transactions have been eliminated in
consolidating these financial statements As of

December 31 2011 the Company changed from the direct to the indirect method of reporting its consolidated cash flow

statement Prior year consolidated cash flow statements as well as other prior year amounts have been reclassified to

conform to the current year presentation

Revisions to prior periods

As previously reported in Note to our Quarterly Report on Form 10-Q for the periods ended June 30 2011 and

September 30 2011 the Company identified an error in the historical presentation of ceded premiums related to certain

reinsurance contracts within the closed block We evaluated the error and determined that it was not material to prior period
financial statements however prior period financial statements have been revised The table below presents quarterly and
annual information revised for this error The adjustments reflect the change in classification of ceded premiums which
resulted in reduction of policy benefits excluding policyholder dividends and premiums There was no impact to net

income/loss other comprehensive income OCI or earnings per share It should also be noted that in the consolidated

statement of cash flows premiums collected and policy benefits paid each were reduced by $21.5 million $24.8 million and

$25.3 million for the three months ended March 31 2011 2010 and 2009 $49.5 million and $50.5 million for the six months
ended June 30 2010 and 2009 $73.8 million and $75.0 million for the nine months ended September 30 2010 and 2009 and

$98.6 million and $100.3 million for the years ended December 31 2010 and 2009 There was no impact to total cash flows

from operating activities The accompanying notes to the consolidated financial statements were revised to reflect this

corrected presentation specifically the closed block income statement as disclosed in Note and Life and Annuity total

revenues as disclosed in Note 15
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Basis of Presentation and Significant Accounting Policies continued

Summarized Selected Quarterly Financial Data

in millions except per share amounts Dec 31 Sept 30 June 30 Mar 31

2010

Policy benefits excluding policyholder dividends

as previously reported

Adjustment to policy benefits

excluding policyholder dividends

Policy benefits excluding policyholder dividends

132.5

21.5
111.0

475.8

21.5
454.3

158.7

24.8
133.9

523.5

24.8
498.7

154.1

24.3
129.8

525.0

24.3
500.7

155.5

24.7
130.8

563.4

24.7
538.7

151.7

24.8
126.9

521.8

24.8
497.0

507.7

24.8
482.9

Summarized Selected Quarterly Financial Data

in millions except per share amounts

Quarter Ended

Dec 31 Sept 30 June 30 Mar 31
2009

Premiums as previously reported

Adjustment to premiums

Premiums as revised

170.5

25.3
145.2

170.9 170.6 172.2

24.5 25.2 25.3

146.4 145.4 146.9

Total revenues as previously reported

Adjustment to total revenues

Total revenues as revised

525.8

25.3
500.5

520.3 434.3 536.4

24.5 25.2 25.3

495.8 409.1 511.1

Policy benefits excluding policyholder dividends as previously reported 314.2

Adjustment to policy benefits excluding policyholder dividends 25.3

Policy benefits excluding policyholder dividends as revised 288.9

305.6 343.9 316.2

24.5 25.2 25.3
281.1 318.7 290.9

Total benefits and expenses as previously reported

Adjustment to total benefits and expenses

Total benefits and expenses as revised

568.9

25.3
543.6

529.9 501.0 504.1

24.5 25.2 25.3
505.4 475.8 478.8

Life and annuity segment revenue as previously reported

Adjustment to life and annuity segment revenue

Life and annuity segment revenue as revised

525.8

25.3
500.5

520.3 434.3 536.4

24.5 25.2 25.3
495.8 409.1 511.1

Mar31
2011

Quarter Ended

Premiums as previously reported

Adjustment to premiums

Premiums as revised

Total revenues as previously reported

Adjustment to total revenues

Total revenues as revised

as revised

470.9 512.5 492.2 558.4

21.5 24.8 24.3 24.7

449.4 487.7 467.9 533.7

282.2 294.1

21.5 24.8

2607 269.3

288.7 317.2 288.6

24.3 24.7 24.8

264.4 292.5 263.8

Total benefits and expenses as previously reported

Adjustment to total benefits and expenses

Total benefits and expenses as revised

Life and annuity segment revenue as previously reported 467.1 510.9 491.1 558.0 521.6

Adjustment to life and annuity segment revenue 21.5 24.8 24.3 24.7 24.8

Life and annuity segment revenue as revised 445.6 486.1 466.8 533.3 496.8
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Basis of Presentation and Significant Accounting Policies continued

Summarized Selected Quarterly Financial Data

in millions except per share amounts Mar31
2011

Year-to-Date

Dec 31 Sept 30 June 30 Mar 31

____________
2010

Closed block premiums as previously reported

Closed block adjustment to premiums

Closed block premiums as revised

124.7 590.2

21.5 98.6

103.2 491.6

439.6 293.6 144.6

73.8 49.5 24.8

365.8 244.1 119.8

Closed block total revenues as previously reported

Closed block adjustment to total revenues

Closed block total revenues as revised

240.7 1099.1

21.5 98.6

219.2 1000.5

817.2 557.7 260.8

73.8 49.5 24.8

743.4 508.2 236.0

Closed block policy benefits excluding

policyholder dividends as previously reported

Closed block adjustment to policy benefits

excluding policyholder dividends

Closed block policy benefits

excluding policyholder dividends as revised 141.6 625.8 467.9 313.4 153.9

Closed block total benefits and expenses

as previously reported 164.6

Closed block adjustment to total benefits and expenses 21.5
Closed block total benefits and expenses as revised 1431

735.3

98.6

636.7

551.6 370.4

73.8 49.5
477.8 320.9

184.5

24.8
159.7

Summarized Selected Quarterly Financial Data

in millions except per share amounts

Year-to-Date

Dec 31 Sept 30 June 30 Mar 31
2009

Closed block premiums as previously reported

Closed block adjustment to premiums

Closed block premiums as revised

647.0

100.3

546.7

483.4 322.5

75.0 50.5

408.4 272.0

159.8

25.3

134.5

Closed block total revenues as previously reported

Closed block adjustment to total revenues

Closed block total revenues as revised

1061.0

100.3

960.7

777.1 507.3

75.0 50.5

702.1 456.8

250.2

25.3

224.9

Closed block policy benefits excluding

policyholder dividends as previously reported

Closed block adjustment to policy benefits

excluding policyholder dividends

Closed block policy benefits

excluding policyholder dividends as revised

75.0 50.5

Closed block total benefits and expenses as reported

Closed block adjustment to total benefits and expenses

Closed block total benefits and expenses as revised

775.3

100.3

675.0

584.7 393.6

75.0 50.5
509.7 343.1

197.6

25.3

172.3

163.1 724.4 541.7 362.9 178.7

21.5 98.6 73.8 49.5 24.8

100.3

771.9 580.9 391.0 196.4

671.6 505.9 340.5 171.1

25.3
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Basis of Presentation and Significant Accounting Policies continued

Summarized Selected Annual Financial Data Year Ended December 31

in millions except per share amounts 2010 2009 2008 2007

Premiums as previously reported
620.0 684.2 765.9 798.3

Adjustment to premiums
98.6 100.3 101.6

Premiums as revised
521.4 583.9 664.3 697.5

Total revenues as previously reported
2084.9 2016.8 1983.9 2349.1

Adjustment to total revenues 98.6 100.3 101.6 100.8

Total revenues as revised 1986.3 1916.5 1882.3 2248.3

Policy benefits excluding policyholder dividends as previously reported 1188.6 1279.9 1362.3 1312.4

Adjustment to policy benefits excluding policyholder dividends 98.6 100.3 101.6 100.8

Policy benefits excluding policyholder dividends as revised 1090.0 1179.6 1260.7 1211.6

Total benefits and expenses as previously reported
2119.6 2103.9 2279.2 2215.0

Adjustment to total benefits and expenses
98.6 100.3 101.6 100.8

Total benefits and expenses as revised 2021.0 2003.6 2177.6 2114.2

Life and annuity segment revenue as previously reported 2081.6 2016.8 1983.9 2316.4

Adjustment to life and annuity segment revenue 98.6 100.3 101.6 100.8

Life and annuity segment revenue as revised 1983.0 1916.5 1882.3 2215.6

Summarized Selected Annual Financial Data Year Ended December 31

in millions except per share amounts 2010 2009 2008 2007

Closed block premiums as previously reported
590.2 647.0 719.3 745.6

Closed block adjustment to premiums
98.6 100.3 101.6 100.8

Closed block premiums as revised 491.6 546.7 617.7 644.8

Closed block total revenues as previously reported 1099.1 1061.0 1118.0 1316.6

Closed block adjustment to total revenues 98.6 100.3 101.6 100.8

Closed block total revenues as revised 1000.5 960.7 1016.4 1215.8

Closed block policy benefits excluding

policyholder dividends as previously reported
724.4 771.9 847.6 869.2

Closed block adjustment to policy benefits

excluding policyholder dividends 98.6 100.3 101.6 100.8

Closed block policy benefits

excluding policyholder dividends as revised 625.8 671.6 746.0 768.4

Closed block total benefits and expenses as reported
735.3 775.3 852.7 875.3

Closed block adjustment to total benefits and expenses 98.6 100.3 101.6 100.8

Closed block total benefits and expenses as revised 636.7 675.0 751.1 774.5

Adjustments Related to Prior Years

Income from continuing operations of $30.1 million was recognized during the year ended December 31 2011 This reflects

approximately $4.2 million associated with the correction of errors related to various prior years which decreased income

from continuing operations recognized in 2011 These out-of-period adjustments include the establishment of an $11.5

million liability for certain retirement benefits predating Phoenixs 2001 demutualization identified as part of

comprehensive balance sheet review completed in the fourth quarter of 2011 This adjustment was partially offset by

unrelated reserve and accrual corrections

loss from continuing operations of $24.6 million was recognized during the year
ended December 31 2010 This reflects

approximately $4.6 million associated with the correction of errors related to various prior years which increased the loss

recognized in 2010
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Basis of Presentation and Significant Accounting Policies continued

Income from discontinued operations of $12.0 million was recognized during the year ended December 31 2010 This

reflects the correction of an error of $15.6 million which decreased the estimated loss on the sale of PFG Holdings Inc

PFG initially recorded in 2009 During the year ended December 31 2009 loss from discontinued operations of $123.0

million was recognized which includes approximately $14.4 million associated with the corrections of errors dating back to

1999

We have assessed the impact of these errors on all prior periods and previously issued financial statements and have
determined that the errors were not material to any individual year during the intervening period

Use of estimates

In preparing these financial statements in conformity with GAAP we are required 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 periods Significant estimates and assumptions are made in the
determination of estimated gross profits EGPs used in the valuation and amortization of assets and liabilities associated
with universal life and annuity contracts policyholder liabilities and accruals valuation of investments in debt and equity
securities and limited partnerships and other investments valuation of deferred tax assets pension and other post-
employment benefits liabilities and accruals for contingent liabilities Actual results could differ from these estimates

Adoption of new accounting standards

Amendment to Troubled Debt Restructuring Guidance

In April 2011 the Financial Accounting Standards Board the FASB issued amended guidance to ASC 310 Receivables
to clarify guidance on troubled debt restructurings related to creditors determination of whether or not restructuring
constitutes concession and if the debtor is experiencing financial difficulties This guidance is effective for interim periods

beginning after June 15 2011 and should be applied retrospectively to the beginning of the annual period of adoption
Retrospective application to all prior periods presented on the date of application is also permitted but not required Our

adoption in the second quarter of 2011 had no material effect on our consolidated financial statements

Disclosures for Financing Receivables and Allowances for Credit Losses

In July 2010 the FASB issued amended guidance within ASC 310 Receivables that requires enhanced disclosures related to

financing receivables and related allowances for credit losses The disclosures as of the end of reporting period are effective

for interim and annual reporting periods ending on or after December 15 2010 The disclosures about activity that occurs

during reporting period are effective for interim and annual reporting periods beginning after December 15 2010 Our

adoption of this amended guidance had no material effect on our consolidated financial statements

Accounting standards not yet adopted

Disclosures about Offsetting Assets and Liabilities

In December 2011 the FASB issued amended guidance to ASC 210 Balance Sheet with respect to disclosure of offsetting

assets and liabilities as part of the effort to establish common requirements in accordance with GAAP and International

Financial Reporting Standards IFRS This amended guidance requires the disclosure of both gross information and net

information about both financial instruments and derivative instruments eligible for offset in our consolidated balance sheet

and instruments and transactions subject to an agreement similar to master netting arrangement This guidance is effective

for periods beginning on or after January 2013 with respective disclosures required retrospectively for all comparative

periods presented The adoption of this guidance effective January 2013 is not expected to have material effect on our
consolidated financial statements
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Basis of Presentation and Significant Accounting Policies continued

Amendments to the Presentation of Comprehensive Income

In June 2011 the FASB issued amended guidance to ASC 220 Comprehensive Income with respect to the presentation of

comprehensive income as part of the effort to establish common requirements in accordance with GAAP and IFRS This

amended guidance requires entities to present all non-owner changes in stockholders equity either in single continuous

statement of comprehensive income or in two separate but consecutive statements The amendments do not affect how

earnings per share is calculated or presented This guidance is effective for periods beginning after December 15 2011 on

retrospective basis The adoption of this guidance effective January 2012 is not expected to have material effect on our

consolidated financial statements

Amendments to Fair Value Measurement and Disclosure Requirements

In May 2011 the FASB issued amended guidance to ASC 820 Fair Value Measurement with respect to measuring fair

value and related disclosures as part of the effort to establish common requirements in accordance with GAAP and IFRS The

amended guidance clarifies that the concept of highest and best use should only be used in the valuation of non-financial

assets specifies how to apply fair value measurements to instruments classified in stockholders equity and requires that

premiums or discounts be applied consistent with what market participants would use absent Level inputs The amendment

also explicitly requires additional disclosures related to the valuation of assets categorized as Level within the fair value

hierarchy Additional disclosures include quantitative information about unobservable inputs the sensitivity of fair value

measurement to changes in unobservable outputs and information on the valuation process used This guidance is effective

for periods beginning after December 15 2011 on prospective basis Other than additional disclosures the adoption of this

guidance effective January 2012 is not expected to have material effect on our consolidated financial statements

Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts

In October 2010 the FASB issued amended guidance to ASC 944 Financial Services Insurance to address the diversity in

practice for accounting for costs associated with acquiring or renewing insurance contracts The amendment clarifies the

definition of acquisition costs i.e costs which qualif for deferral to incremental direct costs that result directly from and

are essential to contract and would not have been incurred by the insurance entity had the contract transaction not occurred

Therefore only costs related to successful efforts of acquiring new or renewal contract should be deferred This guidance

is effective for periods beginning after December 15 2011 on prospective or retrospective basis

The Company intends to adopt this guidance retrospectively on January 2012 Upon adoption the Company estimates the

cumulative effect of retrospective adoption will reduce deferred policy acquisition costs and beginning stockholders equity

as of January 2012 between $140 million and $190 million primarily related to lower deferrals associated with

unsuccessful efforts

Significant accounting policies

Investments

Debt and Equity Securities

Our debt and equity securities classified as available-for-sale are reported on our balance sheet at fair value Fair value is

based on quoted market price where available When quoted market prices are not available we estimate fair value by

discounting debt security cash flows to reflect interest rates currently being offered on similar terms to borrowers of similar

credit quality private placement debt securities by quoted market prices of comparable instruments untraded public debt

securities and by independent pricing sources or internally developed pricing models We recognize unrealized gains and

losses on investments in debt and equity securities that we classif as available-for-sale We report these unrealized

investment gains and losses as component of OCI net of the closed block policyholder dividend obligation applicable

deferred policy acquisition costs and applicable deferred income taxes Realized investment gains and losses are recognized

on first in first out method
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Basis of Presentation and Significant Accounting Policies continued

Limited Partnerships and Other Investments

Limited partnerships infrastructure funds hedge funds and joint venture interests in which we do not have voting control or

power to direct activities are recorded using the equity method of accounting These investments include private equity

mezzanine funds infrastructure funds hedge funds and direct equity interests The equity method of accounting requires that

the investment be initially recorded at cost and the carrying amount of the investment subsequently adjusted to recognize our

share of the earnings or losses We record our equity in the earnings in net investment income using the most recent financial

information received from the partnerships Recognition of net investment income is generally on three-month delay due to

the unavailability of the related financial statements

Other investments include leveraged lease investments which represent the net amount of the estimated residual value of the

lease assets rental receivables and unearned and deferred income to be allocated over the lease term We report mortgage
loans at unpaid principal balances net of valuation reserves on impaired loans

Policy Loans

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

majority of cash values eligible for policy loans are at variable interest rates that are reset annually on the policy anniversary

Derivative Instruments

We recognize derivative instruments on the balance sheet in derivative instruments at fair value The derivative contracts are

reported as assets in derivative instruments or liabilities in other liabilities on the balance sheet excluding embedded

derivatives Embedded derivatives are recorded on the balance sheet with the associated host contract

The Company designates derivatives as either hedge of forecasted transaction or of the variability of cash flows to be

received or paid related to recognized asset or liability i.e cash flow hedge or derivative that does not qualify for

hedge accounting To qualify for hedge accounting the changes in value of the derivative must be expected to substantially

offset the changes in value of the hedged item Hedges are monitored to ensure that there is high correlation between the

change in the value of the derivative instruments and the change in value of the hedged investment Effectiveness of the

hedge is formally assessed at inception and throughout the life of the hedging relationship

Changes in the fair value of derivative that is designated and qualifies as cash flow hedge are recorded in accumulated

other comprehensive income AOCI and are reclassified into earnings when the variability of the cash flow of the hedged

item impacts earnings Any hedge ineffectiveness is recorded immediately in current period earnings as net realized

investment gains losses If it is probable that hedged forecasted transaction will no longer occur the effective portions of

the gains or losses on derivative instruments designated as cash flow hedges are reclassified into earnings immediately We
have designated our cross currency swaps as cash flow hedges

If derivative does not qualify for hedge accounting all changes in its fair value including net receipts and payments are

included in net realized investment gains and losses without consideration of changes in the fair value of the economically

associated assets or liabilities Our derivatives generally do not qualify for hedge accounting with the exception of cross

currency swaps We do not designate the purchased derivatives related to living benefits or index credits as hedges for

accounting purposes

Net investment income

For mortgage-backed and other asset-backed debt securities we recognize income using constant effective yield based on

anticipated prepayments and the estimated economic lives 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 estimated yield are recorded

on prospective basis and specific valuation methods are applied to these securities to determine if there has been an other

than-temporary decline in value We record the net income from investments in partnerships and joint ventures in net

investment income
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Basis of Presentation and Significant Accounting Policies continued

Other-than-temporary impairments on available-for-sale securities

We recognize realized investment losses when declines in fair value of debt and equity securities are considered to be an

other-than-temporary impairment OTTI

For debt securities the other-than-temporarily impaired amount is separated into the amount related to credit loss and is

reported as net realized investment losses included in earnings and any amounts related to other factors are recognized in

OCI The credit loss component represents
the difference between the amortized cost of the security and the net present value

of its projected future cash flows discounted at the effective interest rate implicit in the debt security prior to impairment

Any remaining difference between the fair value and amortized cost is recognized in OCI Subsequent to the recognition of

an OTTI the impaired security is accounted for as if it had been purchased on the date of impairment at an amortized cost

basis equal to the previous amortized cost basis less the OTTI recognized in earnings We will continue to estimate the

present value of future expected cash flows and if significantly greater than the new cost basis we will accrete the difference

as investment income on prospective basis once the Company has determined that the interest income is likely to be

collected

In evaluating whether decline in value is other than temporary we consider several factors including but not limited to the

following

the extent and the duration of the decline

the reasons for the decline in value credit event interest related or market fluctuations

our intent to sell the security or whether it is more likely than not that we will be required to sell it before recovery

and

the financial condition and near term prospects of the issuer

debt security impairment is deemed other than temporary if

we either intend to sell the security or it is more likely than not that we will be required to sell the security before

recovery or

it is probable we will be unable to collect cash flows sufficient to recover the amortized cost basis of the security

Impairments due to deterioration in credit that result in conclusion that the present value of cash flows expected to be

collected will not be sufficient to recover the amortized cost basis of the security are considered other than temporary Other

declines in fair value for example due to interest rate changes sector credit rating changes or company-specific rating

changes that result in conclusion that the present value of cash flows expected to be collected will not be sufficient to

recover the amortized cost basis of the security may also result in conclusion that an OTTI has occurred

On quarterly basis we review all securities in an unrealized loss position for potential recognition of an OTTI In addition

we maintain watch list of securities in default near default or otherwise considered by our investment professionals as

being distressed potentially distressed or requiring heightened level of scrutiny We also identify all securities whose fair

value has been below amortized cost on continuous basis for zero to six months six months to 12 months and greater than

12 months

We employ comprehensive process to determine whether or not security in an unrealized loss position is other-than-

temporarily impaired This assessment is done on security-by-security basis and involves significant management

judgment The assessment of whether impairments have occurred is based on managements evaluation of the underlying

reasons for the decline in estimated fair value The Companys review of its fixed maturity and equity securities for

impairments includes an analysis of the total gross unrealized losses by severity and/or age of the gross unrealized loss An

extended and severe unrealized loss position on fixed maturity security may not have any impact on the ability of the issuer

to service all scheduled interest and principal payments and the Companys evaluation of recoverability of all contractual

cash flows or the ability to recover an amount at least equal to its amortized cost based on the present value of the expected

future cash flows to be collected In contrast for certain equity securities greater weight and consideration are given by the

Company to decline in market value and the likelihood such market value decline will recover
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Basis of Presentation and Significant Accounting Policies continued

Specifically for structured securities to determine whether collateralized security is impaired we obtain underlying data

from the securitys trustee and analyze it for performance trends security-specific stress analysis is performed using the

most recent trustee information This analysis forms the basis for our determination of whether the security will pay in

accordance with the contractual cash flows

The closed block policyholder dividend obligation applicable deferred policy acquisition costs and applicable income taxes
which offset realized investment gains and losses and OTTIs are each reported separately as components of net income

Cash and cash equivalents

Cash and cash equivalents include cash on hand amounts due from banks money market instruments and other debt

instruments with original maturities of three months or less As of December 31 2011 $8.0 million of cash and cash

equivalents was held as collateral by third
party related to our derivative transactions

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

We amortize deferred policy acquisition costs based on the related policys classification For individual participating life

insurance policies deferred policy acquisition costs are amortized in proportion to estimated
gross margins For universal

life variable universal life and accumulation annuities deferred policy acquisition costs are amortized in proportion to EGPs
Policies may be surrendered for value or exchanged for different one of our products internal replacement The deferred

policy acquisition costs balance associated with the replaced or surrendered policies is adjusted to reflect these surrenders In

addition an offset to deferred policy acquisition costs and AOCI is recorded each period for unrealized gains or losses on
securities classified as available-for-sale as if they had been realized an adjustment to deferred policy acquisition costs

amortized using gross profits or gross margins would result
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Basis of Presentation and Significant Accounting Policies continued

The projection of EGPs requires the extensive use of actuarial assumptions estimates and judgments about the future Future

EGPs are generally projected on policy-by-policy basis for the estimated lives of the contracts Assumptions are set

separately for each product and are reviewed at least annually based on our current best estimates of future events The

following table summarizes the most significant assumptions used in the categories set forth below

Significant Assumption Product Explanation and Derivation

Separate account investment return Variable Annuities Separate account return assumptions are derived from the

6.O/o long-term return long-term returns observed in the asset classes in which the

assumption separate accounts are invested reduced by fund fees and

mortality and expense charges Short-term deviations from

Variable Universal Life the long-term expectations are expected to revert to the

6.9% long-term return long-term assumption over five years

assumption

Interest rates and default rates Fixed and Indexed Annuities Investment returns are based on the current yields and

Universal Life maturities of our fixed income portfolio combined with

Closed lock expected reinvestment rates given current market interest

rates Reinvestment rates are assumed to revert to long-term

rates implied by the forward yield curve and long-term

default rates Contractually permitted future changes in

credited rates are assumed to help support investment

margins

Mortality longevity Universal Life Mortality assumptions are based on Company experience

Variable Universal Life over rolling five-year period plus supplemental data from

Immediate Annuities industry sources and trends These assumptions vary by

Indexed Annuities issue age gender underwriting class and policy duration

Policyholder behavior surrenders Universal Life Surrender assumptions vary by product and year and are

Variable Universal Life updated with experience studies Policyholders are generally

Variable Annuities assumed to behave rationally hence rates are typically

Fixed and Indexed Annuities lower when surrender penalties are in effect or when policy

benefits are more valuable

Policyholder behavior premium Universal Life Future premiums and related fees are projected based on

persistency Variable Universal Life contractual terms product illustrations at the time of sale

and expected policy lapses without value Assumptions are

updated based on actual experience studies and include

anticipated future changes if the Company has high degree

of confidence that such changes will be implemented e.g
change in cost of insurance charges

Expenses All products Projected maintenance expenses to administer policies in

force are based on annually updated studies of expenses

incurred

Reinsurance costs recoveries Universal Life Projected reinsurance costs are based on treaty terms

Variable Universal Life currently in force Recoveries are based on the Companys

Variable Annuities assumed mortality and treaty terms Treaty recaptures are

based on contract provisions and managements intentions

To determine the reasonableness of the prior assumptions used and their impact on previously projected account values and

the related EGPs we evaluate on quarterly basis our previously projected EGPs Our process to assess the reasonableness

of our EGPs involves the use of internally developed models together with actual experience analysis of market and industry

trends and other external events Actual gross profits that
vary

from managements initial estimates in given reporting

period result in increases or decreases in the rate of amortization recorded in the period

In addition to our quarterly reviews we conduct comprehensive assumption review on an annual basis or as circumstances

warrant We generally only update the assumptions and adjust the deferred policy acquisition cost balance in the quarterly

period in which this comprehensive review is performed unless material change that we feel is indicative of long-term

trend is observed in an interim period
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Basis of Presentation and Significant Accounting Policies continued

Upon completion of these reviews we revise our assumptions to reflect our current best estimate thereby changing our

estimate of EGPs in the deferred policy acquisition cost and unearned revenue amortization models as well as projections

within the death benefit and other insurance benefit reserving models The deferred policy acquisition cost asset the unearned

revenue reserves and death benefit and other insurance benefit reserves are then adjusted with an offsetting benefit or charge

to income to reflect such changes in the period of the revision process known as unlocking Finally an analysis is

performed periodically to assess whether there are sufficient gross margins or gross profits to amortize the remaining deferred

policy acquisition costs balances If the estimates of gross profits or margins cannot support the continued amortization or

recovery of deferred policy acquisition costs the amortization of such costs is accelerated in the period in which the

assumptions are changed resulting in charge to income

Premises and equipment

Premises and equipment consisting primarily of our home office building are stated at cost less accumulated depreciation

and amortization and are included in other assets We depreciate buildings on the straight-line method over seven to 39 years

and equipment on the straight-line method over three to seven years We amortize leasehold improvements over the terms of

the related leases or the useful life of the improvement whichever is shorter

Separate account assets and liabilities

Separate account assets and liabilities related to policyholder funds are carried at fair 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 Fees assessed to the contract owners for management services are included in revenues

when services are rendered

Policy liabilities and accruals

Policy liabilities and accruals include future benefit liabilities for certain life and annuity products We establish liabilities in

amounts adequate to meet the estimated future obligations of policies in force Future benefit liabilities 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 Future benefit liabilities for term and annuities in the payout phase that have significant mortality risk are

computed using the net premium method on the basis of actuarial assumptions at the issue date of these contracts for rates of

interest contract administrative expenses mortality and surrenders The liability for universal life-type contracts is equal to

the balance that accrues to the benefit of the policyholders as of the financial statement date including interest credited

amounts that have been assessed to compensate us for services to be performed over future periods and any amounts

previously assessed against the policyholder that is refundable Although mortality and morbidity and interest rate

assumptions are locked-in upon the issuance of new insurance or annuity business with fixed and guaranteed terms

significant changes in experience or assumptions may require the Company to provide for expected future losses on product

by establishing premium deficiency reserves

Policy liabilities and accruals also include liabilities for outstanding claims losses and loss adjustment expenses based on

individual case estimates for reported losses and estimates of unreported losses based on past experience The Company does

not establish claim liabilities until loss has occurred However unreported losses and loss adjustment expenses includes

estimates of claims that the Company believes have been incurred but have not yet been reported as of the balance sheet date

Certain contracts may also include additional death or other insurance benefit features For example guaranteed minimum

death or income benefits offered with variable annuity contracts guaranteed minimum withdrawal benefits offered with fixed

indexed annuity contracts or no-lapse guarantees offered with universal life insurance contracts An additional liability is

established for these benefits by estimating the expected present value of the excess benefits and recognizing the excess

ratably over the accumulation period based on total expected assessments with changes in fair value recorded in policy

benefits excluding dividends in the consolidated statement of net income
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Basis of Presentation and Significant Accounting Policies continued

Embedded derivatives

Certain contract guarantees contain derivative instruments embedded in the contracts These guarantees are assessed to

determine if they do not qualify as being clearly and closely related to the economic characteristics of the host ºontract and if

separate instrument with the same terms would qualify as derivative Contract guarantees that meet these criteria are

reported separately from the host contract and reported at fair value

The guaranteed minimum withdrawal benefit GMWB guaranteed minimum accumulation benefit GMAB
guaranteed pay-out annuity floor GPAF and combination rider COMBO represent embedded derivative liabilities in

the variable annuity contracts These investments are accounted for at fair value within policyholder deposit funds on the

consolidated balance sheet with changes in fair value recorded in realized investment gains on the consolidated statement of

income The fair value of the GMWB GMAB GPAF and COMBO obligation is calculated based on actuarial and capital

market assumptions related to the projected cash flows including benefits and related contract charges over the lives of the

contracts incorporating expectations concerning policyholder behavior As markets change contracts mature and actual

policyholder behavior emerges we continually evaluate and may from time to time adjust these assumptions

Fixed indexed annuities offer variety of index options policy credits that are calculated based on the performance of an

outside equity market or other index over specified term The index options represent embedded derivative liabilities

accounted for at fair value within policyholder deposit funds on the consolidated balance sheet with changes in fair value

recorded in policy benefits excluding dividends in the consolidated statement of net income The fair value of these index

options is calculated based on the impact of projected interest rates on the discounted liabilities Several additional inputs

reflect our internally developed assumptions related to lapse rates and policyholder behavior

See Note 11 to these financial statements for additional information regarding embedded derivatives

Policyholder deposit funds

Amounts received as payment for certain deferred annuities and other contracts without life contingencies are reported as

deposits to policyholder deposit funds The liability for deferred annuities and other contracts without life contingencies is

equal to the balance that accrues to the benefit of the contract owner as of the financial statement date which includes the

accumulation of deposits plus interest credited less withdrawals and amounts assessed through the financial statement date

Contingent liabilities

Amounts related to contingent liabilities are accrued if it is probable that liability has been incurred and an amount is

reasonably estimable

Demutualization and closed block

The closed block assets including future assets from cash flows generated by the assets and premiums and other revenues

from the policies in the closed block will benefit only holders of the policies in the closed block The principal cash flow

items that affect the amount of closed block assets and liabilities are premiums net investment income investment purchases

and sales policyholder 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 investment income and

realized investment gains and losses on investments held outside the closed block that support the closed block business All

of these excluded income and expense
items enter into the determination of total gross margins of closed block policies for

the purpose
of amortization of deferred policy acquisition costs

In our financial statements we present closed block assets liabilities revenues and expenses together with all other assets

liabilities revenues and expenses Within closed block liabilities we have established policyholder dividend obligation to

record an additional liabilityto closed block policyholders for cumulative closed block earnings in excess of expected

amounts calculated at the date of demutualization These closed block earnings will not inure to shareholders but will result

in additional future dividends to closed block policyholders unless otherwise offset by future performance of the closed block

that is less favorable than expected
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Basis of Presentation and Significant Accounting Policies continued

Revenue recognition

We recognize premiums for participating life insurance products and other life insurance products as revenue when due from

policyholders We match benefits losses and related expenses with premiums over the related contract periods

Amounts received as payment for universal life variable universal life and other investment-type contracts are considered

deposits and are not included in premiums Revenues from these products consist primarily of fees assessed during the period

against the policyholders account balances for mortality charges policy administration charges and surrender charges Fees

assessed that represent compensation for services to be provided in the future are deferred and amortized into revenue over

the life of the related contracts Related policy benefit expenses include universal life benefit claims in excess of fund values

interest credited to policyholders account balances and amortization of deferred policy acquisition costs

Certain variable annuity contracts and fixed index annuity contract riders provide the holder guarantee that the benefit

received upon death or annuitization will be no less than minimum prescribed amount These benefits are accounted for as

insurance contracts Certain variable annuity contracts with living benefits and fixed index annuity index options are

considered embedded derivatives These contracts are discussed in further detail in Note 11 to these financial statements

Reins urance

Premiums policy benefits and other operating expenses related to our traditional life and term insurance policies are stated

net of reinsurance ceded to other companies except for amounts associated with certain modified coinsurance contracts

which are reflected in the Companys financial statements based on the application of the deposit method of accounting

Estimated reinsurance recoverables and the net cost of reinsurance are recognized over the life of the reinsured treaty using

assumptions consistent with those used to account for the underlying policies

For universal life and variable universal life contracts reinsurance premiums and ceded benefits are reflected net within

policy benefits Reinsurance recoveries are recognized in the same period as the related reinsured claim The net cost of

reinsurance the present value of all expected ceded premium payments and expected future benefit payments is recognized

over the life of the reinsurance treaty based upon the ratio of net cost to estimated
gross profits or fees and cost of insurance

Income taxes

Income tax expense or benefit is recognized based upon amounts reported in the financial statements and the provisions of

currently enacted tax laws We allocate income taxes to income OCI and additional paid-in capital in the manner required by

ASC 740 Accounting for Income Taxes

We recognize current income tax assets and liabilities for estimated income taxes refundable or payable based on the current

years income tax returns We recognize deferred income tax assets and liabilities for the estimated future income tax effects

of temporary differences and carryovers Temporary differences are the differences between the financial statement carrying

amounts of assets and liabilities and their tax bases as well as the timing of income or expense recognized for financial

reporting and tax purposes of items not related to assets or liabilities If necessary we establish valuation allowances to

reduce the carrying amount of deferred income tax assets to amounts that are more likely than not to be realized We

periodically review the adequacy of these valuation allowances and record any increase or reduction in allowances in

accordance with intraperiod allocation rules We assess all significant tax positions to determine if liability for uncertain tax

position is necessary and if so the impact on the current or deferred income tax balances Also if indicated we recognize

interest or penalties related to income taxes as component of the income tax provision

Pension and other post-employment benefits

We recognize pension and other postretirement benefit costs and obligations over the employees expected service periods by

discounting an estimate of aggregate benefits We estimate aggregate benefits by using assumptions for rates of return on

pension plan assets and future health care costs We recognize an expense for differences between actual experience and

estimates over the average future service period of participants We recognize an expense for our contributions to employee

and agent savings plans at the time employees and agents make contributions to the plans We also recognize 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
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Business Combinations and Dispositions

Goodwin Capital Advisers Inc

On September 14 2011 we entered into definitive.agreement to sell Goodwin Capital Advisers Inc Goodwin to

Conning Holdings Corp Conning Holdings Also on September 14 2011 we entered into multi-year investment

management agreements with Conning Inc Conning under which Conning will manage the Companys publicly-traded

fixed income assets Because of the ongoing cash flows associated with the investment management agreements results of

these operations have been reflected within continuing operations The transaction closed on November 18 2011 realized

gain of $4.0 million was recognized on the sale during the fourth quarter of 2011

Private placement and limited partnership portfolios previously managed under Goodwin will continue to be managed by

Phoenix under its subsidiary Phoenix Life

PFG Holdings Inc

On January 2010 we signed definitive agreement to sell PFG and its subsidiaries including AGL Life Assurance

Company to Tiptree Financial Partners LP Tiptree Because of the divestiture we determined that these operations are

reflected as discontinued operations On June 23 2010 the Company completed the divestiture of PFG and closed the

transaction

The definitive agreement contains provision requiring the Company to indemnify Tiptree for any losses due to actions

resulting from certain specified acts or omissions associated with the divested business prior to closing There has been

litigation filed that falls within this provision of the agreement The Company intends to defend these matters vigorously

Phoenix Life and Reassurance Company of New York

Included within the January 2010 agreement with Tiptree was provision for the purchase of Phoenix Life and

Reassurance Company of New York PLARNY pending regulatory approval On September 24 2010 approval was

obtained from the State of New York Insurance Department for Tiptree and PFG Holdings Acquisition Corporation to

acquire PLARNY The transaction closed on October 2010 Because of the divestiture these operations are reflected as

discontinued operations

Demutuakzation and Closed Block

In 1999 we began the process of reorganizing and demutualizing our then principal operating company Phoenix Home Life

We completed the process in June 2001 when all policyholder membership interests in this mutual company were

extinguished and eligible policyholders of the mutual company received shares of common stock of The Phoenix Companies

Inc together with cash and policy credits as compensation To protect the future dividends of these policyholders we also

established closed block for their existing policies

Because closed block liabilities exceed closed block assets we have net closed block liability at December 31 2011 and

2010 respectively This net liability represents the maximum future earnings contribution to be recognized from the closed

block and the change in this net liability each period is in the earnings contribution recognized from the closed block for the

period To the extent that actual cash flows differ from amounts anticipated we may adjust policyholder dividends If the

closed block has excess funds those funds will be available only to the closed block policyholders However if the closed

block has insufficient funds to make policy benefit payments that are guaranteed the payments will be made from assets

outside of the closed block
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Demutualization and Closed Block continued

Closed Block Assets and Liabilities As of December 31
in millions 2011 2010 Inception

Debt securities 6353.1 6385.4 4773.1

Equity securities 12.0 19.6

Limited partnerships and other investments 352.8 339.6 399.0

Policy loans 1280.4 1340.8 1380.0

Fair value option investments 10.6 16.0

Total closed block investments 8008.9 8101.4 6552.1

Cash and cash equivalents 14.2 7.1

Accrued investment income 94.2 97.2 106.8

Receivables 52.2 62.5 35.2

Deferred income taxes 223.9 236.2 389.4

Other closed block assets 14.5 17.8 6.2

Total closed block assets 8407.9 8522.2 7089.7

Policy liabilities and accruals 8644.5 8903.5 8301.7

Policyholder dividends payable 240.1 263.3 325.1

Policy dividend obligation 519.7 339.0

Other closed block liabilities 32.8 73.6 12.3

Total closed block liabilities 9437.1 9579.4 8639.1

Excess of closed block liabilities over closed block assets 1029.2 1057.2 1549.4

Closed Block Revenues and Expenses and Changes in Cumulative Years Ended

Policyholder Dividend Obligations From December 31
in millions Inception 2011 2010 2009

Closed block revenues

Premiums 9965.7 424.7 491.6 546.7

Net investment income 6374.4 451.2 502.3 457.8

Net realized investment gains losses 236.8 1.8 6.6 43.8
Total revenues 16103.3 874.1 1000.5 960.7

Policy benefits excluding dividends 11034.1 574.7 625.8 671.6

Other operating expenses 103.5 5.2 10.9 3.4

Total benefits and expenses excluding policyholder dividends 11137.6 579.9 636.7 675.0

Closed block contribution to income before dividends

and income taxes 4965.7 294.2 363.8 285.7

Policyholder dividends 4130.6 246.6 309.0 226.4

Closed block contribution to income before income taxes 835.1 47.6 54.8 59.3

Applicable income tax expense 293.7 19.7 19.1 21.7

Closed block contribution to income 541.4 27.9 35.7 37.6

Policyholder dividend obligation

Policyholder dividends provided through earnings 4183.9 246.6 309.0 226.4

Policyholder dividends provided through

other comprehensive income 446.1 158.9 298.7 78.4

Additions to policyholder dividend liabilities 4630.0 405.5 607.7 304.8

Policyholder dividends paid 4195.3 248.0 303.2 318.1
Increase decrease in policyholder dividend liabilities 434.7 157.5 304.5 13.3
Policyholder dividend liabilities beginning of year 927.4 602.3 297.8 311.1

Policyholder dividend liabilities end of year 1362.1 759.8 602.3 297.8

Policyholder dividends payable end of year 503.4 240.1 263.3 297.8

Policyholder dividend obligation end of year 858.7 519.7 339.0

As of December 31 2011 the policyholder dividend obligation includes approximately $73.6 million for cumulative closed

block earnings in excess of expected amounts calculated at the date of demutualization These closed block earnings will not

inure to stockholders but will result in additional future dividends to closed block policyholders unless otherwise offset by

future performance of the closed block that is less favorable than expected If actual cumulative performance is less favorable

than expected only actual earnings will be recognized in net income The policyholder dividend also includes $446.1 million

of net unrealized gains on investments supporting the closed block liabilities
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Reinsurance

We use reinsurance agreements to limit potential losses reduce exposure to larger risks and provide additional capacity for

growth

We remain liable to the extent that reinsuring companies may not be able to meet their obligations under reinsurance

agreements in effect Failure of the reinsurers to honor their obligations could result in losses to the Company Since we bear

the risk of nonpayment we evaluate the financial condition of our reinsurers and monitor concentrations of credit risk As of

December 31 2011 the Company had ceded reserves of $56.5 million and reinsurance receivable balance of$l.9 million

with Scottish Re Based on our review of its financial statements reputation in the reinsurance marketplace and other relevant

information we believe that we have no material exposure to uncollectible life reinsurance As such no allowance has been

established

Effective October 2011 Phoenix Life entered into an agreement that provides modified coinsurance for approximately

one-third of the closed block policies This contract did not meet the requirements of risk transfer in accordance with GAAP

Therefore assets and liabilities and premiums and benefits are netted on our consolidated balance sheet and consolidated

income statement respectively as the right of offset exists

The following table lists our top five reinsurance relationships as defined by reinsurance recoverable balance and ceded

statutory reserves and the AM Best rating of each reinsurer

Principal Life Reinsurers December 31 2011

in millions
Reinsurers

Reinsurance A.M Best

Balances Rating

US CB Reinsurance IC Limited 290.6 NR

RGA Reinsurance company 191.8

Swiss Reinsurance Group2 166.1

AEGON USA3 145.8

Scottish Re US Inc4 58.4 NR

US CB Reinsurance IC Limited is subsidiary of Nomura Holdings which is rated BBB by SP and Baa2 by Moodys

Swiss Reinsurance Group includes Swiss Re Life Health America Inc and Reassure America Life Insurance Co

Transamerica Financial Life and Transamerica Life Insurance are both subsidiaries of AEGON

Due to the financial distress of Scottish Re and the withdrawal of its ratings in June 2009 we are continuing to monitor its financial

situation and assess the recoverability of the reinsurance recoverable on quarterly basis

We cede risk to other insurers under various agreements
that cover individual life insurance policies The amount of risk

ceded depends on our evaluation of the specific risk and applicable retention limits For business sold prior to December 31

2010 our retention limit on any one life is $10 million for single life and joint first-to-die policies and $12 million for joint

last-to-die policies Beginning January 2011 our retention limit on new business is $5 million for single life and joint first

to-die policies and $6 million for second-to-die policies We also assume reinsurance from other insurers
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Reinsurance continued

Direct Business and Reinsurance in Continuing Operations Years Ended December 31
in millions 2011 2010 2009

Direct premiums 625.8 717.2 786.7

Premiums assumed from reinsureds 13.6 11.2 11.3

Premiums ceded to reinsurersw 180.3 207.0 214.1

Premiums 459.1 521.4 583.9

Percentage of amount assumed to net premiums 3.0% 2.1% 1.9%

Direct policy benefits incurred 736.1 780.1 695.6

Policy benefits assumed from reinsureds 25.8 20.0 16.9

Policy benefits ceded to reinsurers 254.0 322.9 233.5
Premiums paid to reinsurers2 95.9 89.8 101.3

Policy benefits3 603.8 567.0 580.3

Direct life insurance in force 122981.9 133612.1 149734.0

Life insurance in force assumed from reinsureds 1753.7 1694.2 1986.1

Life insurance in force ceded to reinsurers 81259.2 85873.3 95586.0
Life insurance in force 43476.4 49433.0 56134.1

Percentage of amount assumed to net insurance in force 4.0% 3.4% 3.5%

Amount above represents premiums ceded to reinsurers related to traditional life and term insurance policies

For universal life and variable universal life contracts premiums paid to reinsurers are reflected within policy benefits See Note to these

financial statements for additional information regarding significant accounting policies

Policy benefit amounts above exclude changes in reserves interest credited to policyholders surrenders policyholder dividends and other

items which total $479.4 million $523.0 million and $599.3 million net of reinsurance for the years ended December 31 2011 2010

and 2009 respectively

Our reinsurance program cedes various types of risks to other reinsurers primarily under yearly renewable term and

coinsurance agreements Yearly renewable term and coinsurance arrangements result in passing all or portion of the risk to

the reinsurer Under coinsurance agreements on our traditional and term insurance policies the reinsurer receives

proportionate amount of the premiums less an allowance for commissions and
expenses

and is liable for corresponding

proportionate amount of all benefit payments Under our yearly renewable term agreements the ceded premium represents

charge for the death benefit coverage

We cede the majority of mortality risk on most new issues of term insurance Effective October 12009 PHL Variable

Insurance Company and Phoenix Life and Annuity Company coinsured all the benefit risks net of existing reinsurance on

the previously unreinsured portion of their term life business in force

Trust agreement and irrevocable letters of credit aggregating $55.2 million at December 31 2011 have been arranged with

commercial banks in our favor to collateralize the ceded reserves This includes $3.2 million of irrevocable letters of credit

related to our discontinued group accident and health reinsurance operations

We assume and cede business related to our discontinued group accident and health reinsurance operations While we are not

writing any new contracts we are contractually obligated to assume and cede premiums related to existing contracts See

Note 24 to these financial statements for more information
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Deferred Policy Acquisition Costs

Deferred Policy Acquisition Costs Years Ended December 31

in millions 2911 2010 2009

Policy acquisition costs deferred 141.1 27.0 67.6

Costs amortized to expenses

Recurring costs 210.7 300.4 266.4

Realized investment gains losses 0.1 2.2 5.8

Offsets to net unrealized investment gains or losses included in AOCIW 57.2 198.9 603.6

Cumulative effect of adoption of new guidance 1.6 11.9

Other 7.6

Change in deferred policy acquisition costs 126.7 471.7 792.3

Deferred policy acquisition costs beginning of year 1444.3 1916.0 2708.3

Deferred policy acquisition costs end of year 1317.6 1444.3 1916.0

An offset to deferred policy acquisition costs and AOCI is recorded each period to the extent that had unrealized holding gains or losses

from securities classified as available-for-sale actually been realized an adjustment to deferred policy acquisition costs amortized using

gross profits or gross margins would result

We amortize deferred policy acquisition costs based on the related policys classification For individual participating life

insurance policies deferred policy acquisition costs are amortized in proportion to estimated gross margins For universal

life variable universal life and accumulation annuities deferred policy acquisition costs are amortized in proportion to EGPs

Policies may be surrendered for value or exchanged for different one of our products internal replacement The deferred

policy acquisition cost balance associated with the replaced or surrendered policies is adjusted to reflect these surrenders In

addition an offset to deferred policy acquisition costs and AOCI is recorded each period for unrealized gains or losses on

securities classified as available-for-sale as if they had been realized an adjustment to deferred policy acquisition costs

amortized using gross profits or gross margins would result

The projection of EGPs requires the extensive use of actuarial assumptions estimates and judgments about the future Future

EGPs are generally projected on policy-by-policy basis for the estimated lives of the contracts Assumptions are set

separately for each product and are reviewed at least annually based on our current best estimates of future events See

Significant accounting policies in Note to these financial statements for more information on significant assumptions

In addition to our quarterly reviews we conduct comprehensive assumption review on an annual basis or as circumstances

warrant In the third quarter we conducted comprehensive assumption review We revised our assumptions to reflect our

current best estimates thereby changing our estimate of EGPs in the deferred policy acquisition cost amortization models

The deferred policy acquisition cost asset was adjusted process known as unlocking with an offsetting benefit or charge

to income

Upon completion of study during the third quarter of 201 we updated our best estimate assumptions used to project EGPs

in the deferred policy acquisition cost amortization schedules Major projection assumptions included policy maintenance

expenses investment income fees reinsurance recapture lapses and premium persistency In our review to develop the best

estimate for these assumptions we examined our own experience industry studies and market conditions Assumption

changes resulted in an overall decrease in deferred policy acquisition cost amortization of $2.9 million which included

decrease of $35.8 million for universal life policies from higher expected fees It also included an increase of $34.0 million

for universal life policies from lower premium persistency Overall the amortization decreased by $4.9 million and $4.1

million respectively for traditional life and universal life and amortization increased by $4.8 million and $1.3 million

respectively for variable universal life and annuities

Upon completion of study during the third quarter of 2010 we updated our best estimate assumptions used to project EGPs

and margins in the deferred policy acquisition cost amortization schedules Major projection assumptions updated included

surrenders lapse experience net investment income and premium funding In our review to develop the best estimate for

these assumptions we examined our own experience and market conditions The greatest impact of the unlocking was on the

universal life line of business where the effects of these adjustments resulted in an overall increase in deferred policy

acquisition cost amortization of $36.6 million This unlocking was primarily driven by increased lapses in portions of our

universal life business and the impact of the low interest rate environment Annuities and variable universal life lines of

business had increases in amortization of $8.2 million and $1.6 million respectively
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Deferred Policy Acquisition Costs continued

Upon completion of study during the fourth quarter of 2009 we updated our best estimate assumptions used to project

EGPs and margins in the deferred policy acquisition cost amortization schedules Major projection assumptions updated

include mortality cost of insurance charges policy maintenance expenses lapse experience expense net investment income

In our review to develop the best estimate for these assumptions we examined our own experience and market conditions

We updated our maintenance expenses and reallocated them among various lines of business Additionally we updated the

lapse rate assumptions for annuities decreasing the rates for variable annuities while increasing them for fixed annuities We

reflected change in the cost of insurance rates for certain single life universal life policies effective April 2010 resulting

in an increase in overall projected gross profits or margins We also reflected the lower interest earned in investments

consistent with recent experience These changes resulted in an increase in overall deferred policy acquisition cost

amortization of $42.5 million

Policy Liabilities and Accruals

Policyholder liabilities are primarily for participating life insurance policies and universal life insurance policies For

universal life this includes deposits received from customers and interest credited to their fund balances which range from

1.0% to 4.5% as of December 31 2011 less administrative and mortality charges

Participating life insurance

Participating life insurance in force was 20.0% and 19.9% of the face value of total gross individual life insurance in force at

December 31 2011 and 2010 respectively

Investing Activities

Debt and equity securities

We invest in variety of debt and equity securities We classify these investments into various sectors using industry

conventions however our classifications may differ from similarly titled classifications of other companies
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Investing Activities continued

Fair Value and Cost of Securities December 31 2011

in millions Gross Gross OTTI
Amortized Unrealized Unrealized Fair Recognized

Cost Gains LossesW Value in AOCI2

U.S government and agency 708.6 80.1 5.3 783.4

State and political subdivision 251.9 21.6 2.9 270.6

Foreign government 185.7 21.2 1.7 205.2

Corporate 6167.0 603.9 171.5 6599.4 5.7
Commercial mortgage-backed CMBS 1109.9 53.5 20.3 1143.1 28.0
Residential mortgage-backed RMBS 2132.9 80.3 81.9 2131.3 89.6
CDO/CLO 294.2 4.5 48.1 250.6 24.2
Other asset-backed 501.6 11.1 6.3 506.4 1.2
Available-for-sale debt securities 11351.8 876.2 338.0 11890.0 148.7

Amounts applicable to the closed block 5908.2 568.4 123.5 6353.1 48.5

Available-for-sale equity securities 29.5 12.2 6.0 35.7

Amounts applicable to the closed block 10.8 4.3 3.1 12.0

Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included in our

consolidated balance sheet as component of AOCI The table above presents the special category of AOCI for debt securities that are

other-than-temporarily impaired when the impairment loss has been split between the credit loss component in earnings and the non-

credit component separate category of AOCI
Represents the amount of non-credit OTTI losses recognized in AOCI excluding net unrealized gains or losses subsequent to the date of

impairment

Fair Value and Cost of Securities December 31 2010

in millions Gross Gross OTTI
Amortized Unrealized Unrealized Fair Recognized

Cost Gainst Losses Value in AOClt2

U.S government and agency 726.8 43.0 7.5 762.3

State and political subdivision 217.7 5.5 4.5 218.7

Foreign government 150.8 20.1 0.4 170.5

Corporate 5637.7 418.0 138.1 5917.6 5.4
CMBS 1124.5 49.4 25.5 1148.4 18.7
RMBS 2039.7 45.5 90.5 1994.7 72.2

CDOICLO 299.5 7.7 556 251.6 19.9
Other asset-backed 431.0 7.8 8.8 430.0 ___________
Available-for-sale debt securities 10627.7 597.0 330.9 10893.8 116.2

Amounts applicable to the closed block 6106.0 405.2 125.7 6385.4 39.1

Available-for-sale equity securities 28.7 19.5 0.7 47.5

Amounts applicable to the closed block 11.9 8.1 0.3 19.6

Net unrealized investment gains and losses on securities classified as available-for-sale and certain other assets are included in our

consolidated balance sheet as component of AOCI The table above presents the special category of AOCI for debt securities that are

other-than-temporarily impaired when the impairment loss has been split between the credit loss component in earnings and the non

credit component separate category of AOCI
Represents the amount of non-credit 0TH losses recognized in AOCI excluding net unrealized gains or losses subsequent to the date of

impairment
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Investing Activities continued

Aging of Temporarily impaired Securities

in millions

Debt Securities

U.S government and agency

State and political subdivision

Foreign government

Corporate

CMBS
RMBS
CDO/CLO
Other asset-backed

Debt securities

Equity securities

Total temporarily impaired securities

Less than 12 months

Fair Unrealized

Value Losses

26.1 0.1
25.6 17

373.0 20.1
141.3 2.5
174.6 6.4

9.3 0.1
103.6

_______
2.4

853.5 33.3
4.2 5.2

857.7 38.5

As of December 317 2011

Greater than 12 months

Fair Unrealized

Value Losses

41.2 5.3
6.3 2.8

512.1 151.4

56.8 17.8

432.5 75.5
165.0 48.0
68.4 3.9

1282.3 304.7

04 0.8
1282.7

Total

Fair Unrealized

Value Losses

41.2 5.3
32.4 2.9
25.6 1.7

885.1 171.5

198.1 20.3
607.1 81.9

174.3 48.1
172.0 6.3

2135.8 338.0
4.6 6.0

$2140.4 344.0

Amounts inside the closed block

Amounts outside the closed block

Amounts outside the closed block

that are below investment grade

317.6 18.0 556.8 108.6j 874.4 126.6

540.1 20.5 7259 1266.0 217.4

61.5 4.5 260.0 128.8 321.5 133.3

Number of securities 502 664 1166

Unrealized losses on below-investment-grade debt securities outside the closed block with fair value of less than 80% of

amortized cost totaled $1 13.3 million at December 31 2011

Unrealized losses on below-investment-grade debt securities held in the closed block with fair value of less than 80% of

amortized cost totaled $37.8 million at December31 2011

These securities were considered to he temporarily impaired at December31 2011 because each of these securities had

performed and was expected to perform in accordance with its original contractual terms In addition management does not

have the intention to sell nor does it expect to be required to sell these securities prior to their recovery
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Investing Activities continued

Aging of Temporarily Impaired Securities As of December 31 2010

in millions Less than 12 months Greater than 12 months Total

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

Debt Securities

U.S government and agency 33.3 0.5 40.0 7.0 73.3 7.5
State and political subdivision 50.4 1.3 10.9 3.2 61.3 4.5
Foreign government 6.8 0.4 6.8 0.4
Corporate 305.2 14.1 638.0 124.0 943.2 138.1
CMBS 114.3 4.1 65.1 21.4 179.4 25.5
RMBS 239.8 7.1 469.3 83.4 709.1 90.5
CDO/CLO 0.7 181.4 55.6 182.1 55.6
Other asset-backed 135.1 1.5 51.8 7.3 186.9 8.8
Debt securities 885.6 29.0 1456.5 301.9 2342.1 330.9

Equity securities 5.4 0.2 0.5 0.5 5.9 0.7
Total temporarily impaired securities 891.0 29.2 1457.0 302.4 2348.0 331.6

Amounts inside the closed block 461.7 15.3 647.2 110.7 1108.9 126.0

Amounts outside the closed block 429.3 13.9 809.8 191.7 1239.1 205.6

Amounts outside the closed block

that are below investment grade 29.7 3.3 298.1 114.1 327.8 117.4

Number of securities 446 679 1125

Unrealized losses on below-investment-grade debt securities outside the closed block with fair value of less than 80% of

amortized cost totaled $99.7 million at December 31 2010

Unrealized losses on below-investment-grade debt securities held in the closed block with fair value of less than 80% of

amortized cost totaled $31.3 million at December 31 2010

These securities were considered to be temporarily impaired at December31 2010 because each of these securities had

performed and was expected to perform in accordance with its original contractual terms In addition management does not

have the intention to sell nor does it expect to be required to sell these securities prior to their recovery

Maturities of Debt Securities December 31 2011 December 31 2010

in millions Amortized Fair Amortized Fair

Cost Value Cost Value

Due in one year or less 519.9 525.3 553.6 558.0

Due after one year through five years 2139.3 2292.8 1934.2 2058.0
Due after five years through ten years 2229.0 2405.2 2032.3 2187.0
Due after ten years 2425.0 2635.3 2212.9 2266.1
CMBS/RMBS/ABS/CDO/CLO 4038.6 4031.4 3894.7 3824.7

Total 11351.8 11890.0 10627.7 10893.8

The maturities of debt securities as of December 31 2011 are summarized in the table above by contractual maturity Actual

maturities will differ from contractual maturities as certain borrowers have the right to call or prepay obligations with or

without call or prepayment penalties and we have the right to put or sell certain obligations back to the issuers
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Investing Activities continued

Other-than-temporary impairments

Management exercised significant judgment with respect to certain securities in determining whether impairments are

temporary or other than temporary In reaching its conclusions management used number of issuer-specific quantitative

indicators and qualitative judgments to assess the probability of receiving given securitys contractual cash flows This

included the issues implied yield to maturity cumulative default rate based on rating comparisons of issue-specific spreads

to industry or sector spreads specific trading activity in the issue and other market data such as recent debt tenders and

upcoming refinancing requirements Management also reviewed fundamentals such as issuer credit and liquidity metrics

business outlook and industry conditions Management maintains watch list of securities that is reviewed for impairments

Each security on the watch list was evaluated analyzed and discussed with the positive and negative factors weighed in the

ultimate determination of whether or not the security was other-than-temporarily impaired For securities for which no OTTI

was ultimately indicated at December 2011 management does not have the intention to sell nor does it expect to be

required to sell these securities prior to their recovery

Fixed income OTTIs recorded in 2011 were primarily concentrated in structured securities and corporate bonds These

impairments were driven primarily by increased collateral default rates and rating downgrades In our judgment these credit

events or other adverse conditions of the issuers have caused or will most likely lead to deficiency in the contractual cash

flows related to the investment Therefore based upon these credit events we have determined that OTTIs exist Total debt

impairments recognized through earnings related to such credit-related circumstances were $25.7 million in 2011 $49.0

million in 2010 and $93.0 million in 2009 There were no equity security or limited partnership and other investment OTTIs

in 2011 and $0.6 million and $15.4 million in 2010 and 2009 respectively were recognized

In addition to credit-related impairments recognized through earnings we impaired securities to fair value through other

comprehensive loss for any impairments related to non-credit related factors These types of impairments were driven

primarily by market or sector credit spread widening or by lack of liquidity in the securities The amount of impairments

recognized as an adjustment to other comprehensive loss due to these factors was $38.9 million in 2011 $55.6 million in

2010 and $93.1 million in 2009

The following table presents roll-forward of pre-tax credit losses recognized in earnings related to debt securities for which

portion of the OTT was recognized in OCI

Credit Losses Recognized in Earnings on Debt Securities for As of December 31
which Portion of the OTT Loss was Recognized in OCI 2011 2010

in millions

Balance beginning of year 60.4 44.4

Add Credit losses on securities not previously irnpaired 11.6 17.1

Add Credit losses on securities previously impaired 9.1 21.0

Less Credit losses on securities impaired due to intent to sell

Less Credit losses on securities sold 7.3 11.4

Less Credit losses upon adoption ofASC 815 10.7

Less increases in cash flows expected on previously impaired securities

Balance end of year 73.8 60.4

Additional credit losses on securities for which portion of the OTTI loss was recognized in AOCI are included within net OTTI losses

recognized in earnings on the statements of income and comprehensive income
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Investing Activities continued

Limited partnerships and other investments

Limited Partnerships and Other Investments

in millions

As of December 31
2011 2010

241.3

189.9

35.7

30.0

20.3

11.6

25.4

47.1

601.3

236.5

187.5

33.5

30.3

28.2

18.9

15.1

50.0

600.0

Amounts applicable to the closed block

Equity method investees

352.8 339.6

The following tables present the aggregated summarized financial information of equity method investees The equity in

earnings that we record through net investment income of these equity method investees currently exceeds 0% of PNX

income from continuing operations before income taxes

Aggregated Summarized Balance Sheet Information of

Equity Method Investees

in millions

Total assets

Total liabilities

Aggregated Summarized Statement of Income Information of

Equity Method Investees

in millions

Total revenues

Total expenses

As of December 31
2011 2010

62212.0 66053.2

2194.2 1947.6

Years Ended December 31
2011 2010 2009

2591.8 9559.2 6684.9

979.1 1139.4 788.1

Summarized financial information for these equity method investees is generally reported on three-month delay due to the

unavailability of financial statements as of the current reporting period

Statutory deposits

Pursuant to certain statutory requirements as of December 31 2011 our Life Companies had on deposit securities with fair

value of $50.5 million in insurance department special deposit accounts Our Life Companies are not permitted to remove the

securities from these accounts without approval of the regulatory authority

Private equity

Mezzanine funds

Infrastructure funds

Hedge funds

Leverage lease

Mortgage and real estate

Direct equity

Other alternative assets

Limited partnerships and other investments

F-29



Investing Activities continued

Net investment income

Sources of Net investment Income

in millions

Years Ended December 31
2011 2010 2009

Debt securities

Equity securities

Limited partnerships and other investments

Policy loans

Fair value option investments

Other income

Cash and cash equivalents

Total investment income

Less Discontinued operations

Less Investment expenses

Net investment income

Amounts applicable to closed block

Net realized investment gains losses

612.8 602.1 649.4

1.1 2.4

34.7 72.6

171.8 171.7

2.3 7.2

2.1 1.7

0.4

39.5
183.6

1.5

3.3

___________
0.1 0.3

820.2 857.8 799.0

8.2 8.2 7.5

809.9 844.6 786.7

451.2 502.3 457.8

Sources and Types of Net Realized investment Gains Losses
in millions

Years Ended December 31
2011 2010 2009

Total other-than-temporary debt impairments

Portion of loss recognized in other comprehensive income

Net debt impairments recognized in earnings

64.6

38.9

25.7

104.6

55.6

49.0

186.1

93.1

93.0

Debt security impairments

U.S government and agency

State and political subdivision

Foreign government

Corporate

CMBS
RMBS
CDO/CLO

Other asset-backed

Net debt security impairments

Equity security impairments

Limited partnerships and other investment impairments

Impairment losses

Debt security transaction gains

Debt security transaction losses

Equity security transaction gains

Equity security transaction losses

Limited partnerships and other investment gains

Limited partnerships and other investment losses

Sale of Goodwin

CDO deconsolidation

Net transaction gains

Derivative instruments

Embedded derivativesk

Fair value option investments

Net realized investment gains excluding impairment losses

Net realized investment losses including impairment losses

40.1

1.5
23.6

19.4

8.4

93.0

5.2
10.2

108.4

38.3

62.1

2.2

Includes the change in fair value of embedded derivatives associated with variable annuity GMWB GMAB GPAF and COMBO riders

See Note II to these financial statements for additional disclosures

2.1 5.0 4.8

8.9
3.6

10.3

1.9
1.0

25.7

25.7
13.8

5.9
3.7

6.9

6.6
15.8

16.0

3.7

49.0

0.6

49.6

61.2

15.8

2.2 3.2

2.0 4.5
4.0

15.8

27.2

33.1

0.6
9.3

16.4

1.4

3.6

57.0

33.2

121.1

90.1

4.0

6.2

102.2

44.1

25.2

17.3

3.5

39.7

9.9
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Investing Activities continued

Unrealized investment gains losses

Sources of Changes in Net Unrealized Investment Gains Losses
in millions

Years Ended December 31
2011 2010 2009

Debt securities

Equity securities

Other investments

Net unrealized investment gains

272.1 580.7

12.6 18.0

9.1

259.5 607.8

1356.5

0.3
5.4

1361.6

Net unrealized investment gains

Applicable policyholder dividend obligation

Applicable deferred policy acquisition cost

Applicable deferred income tax

Offsets to net unrealized investment gains

Net unrealized investment gains included in OCI Note 16

259.5

1589

57.2

26.8

242.9

16.6

607.8

298.7

198.9

48.5

546.1

61.7

1361.6

78.4

603.6

170.0

852.0

509.6

Non-consolidated variable interest entities

Entities which do not have sufficient equity at risk to allow the entity to finance its activities without additional financial

support or in which the equity investors as group do not have the characteristic of controlling financial interest are

referred to as VIEs We perform ongoing assessments of our investments in VIEs to determine whether we have controlling

financial interest in the VIE and therefore would be considered to be the primary beneficiary An entity would be considered

primary beneficiary and be required to consolidate VIE when the entity has both the power to direct the activities of VIE

that most significantly impact the entitys economic performance and the obligation to absorb losses or right to receive

benefits that could potentially be significant to the VIE We reassess our VIE determination with respect to an entity on an

ongoing basis

We are involved with various entities that are deemed to be VIEs primarily as passive investor in private equity limited

partnerships and through direct investments in which we are not related to the general partner These investments are

accounted for under the equity method of accounting and are included in limited partnerships and other investments on our

balance sheet The following table presents the carrying value of assets and liabilities and the maximum exposure to loss

relating to significant VIEs for which we are not the primary beneficiary

Carrying Value of Assets and Liabilities

and Maximum Exposure Loss Relating

to Variable Interest Entities

in millions

Limited partnerships

Direct equity investments

Receivable

Total

The asset value of our investments in VIEs based upon sponsor values and financial statements of the individual entities for

which we are not the primary beneficiary was $584.1 million as of December 31 2011 Our maximum exposure to loss

related to these non-consolidated VIEs is limited to the amount of our investment

December 31 2011 December 31 2010

Maximum Maximum

Exposure Exposure

Assets Liabilities to Loss Assets Liabilities to Loss

552.1 552.7

25.4 25.4 15.1 15.1

6.6 6.6 6.8 6.8

584.1 584.1 574.6 574.6

552.1 552.7
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Investing Activities continued

Issuer and counterparty credit exposure

Credit
exposure

related to issuers and derivatives counterparties is inherent in investments and derivative contracts with

positive fair value or asset balances We manage credit risk through the analysis of the underlying obligors issuers and

transaction structures We review our debt security portfolio regularly to monitor the performance of obligors and assess the

stability of their credit ratings We also manage credit risk through industry and issuer diversification and asset allocation

Maximum
exposure to an issuer or derivative counterparty is defined by quality ratings with higher quality issuers having

larger exposure limits As of December 31 2011 we were not exposed to any credit concentration risk of single issuer

greater than 10% of stockholders equity other than U.S government and government agencies backed by the faith and credit

of the U.S government We have an overall limit on below-investment-grade rated issuer exposure To further mitigate the

risk of loss on derivatives we only enter into contracts in which the counterparty is financial institution with rating of

or higher

As of December 2011 we held derivative assets net of liabilities with fair value of $150.5 million Derivative credit

exposure was diversified with eight different counterparties We also had debt securities of these issuers with fair value of

$141.5 million Our maximum amount of loss due to credit risk with these issuers was $292.1 million See Note 13 to these

financial statements for more information regarding derivatives

Financing Activities

Indebtedness

Indebtedness at Carrying Value As of December 31
$in millions 2011 2010

7.15% surplus notes 174.1 174.1

7.45% senior unsecured bonds 252.8 253.6

Total indebtedness 426.9 427.7

Our 7.15% surplus notes are an obligation of Phoenix Life and are due December 15 2034 The carrying value of the 2034

notes is net of $0.9 million of unamortized original issue discount Interest payments are at an annual rate of 7.15% require

the prior approval of the New York Department of Financial Services NYDFS and may be made only out of surplus

funds which the NYDFS determines to be available for such payments under New York Insurance Law The notes may be

redeemed at the option of Phoenix Life at any time at the make-whole redemption price set forth in the offering circular

New York Insurance Law provides that the notes are not part of the legal liabilities of Phoenix Life

Our senior unsecured bonds were issued in December 2001 for gross proceeds of $300.0 million net proceeds of $290.6

million and mature in January 2032 We pay interest at an annual rate of 7.45% We may redeem any or all of the bonds

from January 2007 at redemption price equal to 100% of principal plus accrued and unpaid interest to the redemption date

We have repurchased cumulative amount of $47.3 million of
par

value of these bonds as of December 31 2011 During

2011 we purchased $0.8 million of par value of these bonds for $0.6 million resulting in gain of $0.2 million During 2010

and prior years we repurchased $46.5 million of par value of these bonds for $24.8 million resulting in gain of $21.7

million

We have recorded indebtedness at unpaid principal balances of each instrument net of issue discount The Company or its

subsidiaries may from time to time purchase its debt securities in the open market subject to considerations including but

not limited to market conditions relative valuations capital allocation and the continued determination that it is in the best

interest of the Company and its stakeholders

Future minimum annual principal payments on indebtedness as of December 31 2011 are $252.8 million in 2032 and $175.0

million in 2034
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Financing Activities continued

Interest Expense on Indebtedness including Amortization of Debt Issuance Costs Years Ended December 31

in millions 2011 2010 2009

Surplus notes 12.5 12.5 12.5

Senior unsecured bonds 19.3 19.3 20.6

Interest expense on indebtedness 31.8 31.8 33.1

Common stock dividends

In 2011 2010 and 2009 we did not pay any stockholder dividends

10 Common Stock and Stock Repurchase Program

We have authorization for the issuance of one billion shares of our common stock Through December 31 2011 we have

issued 127.6 million common shares 56.2 million shares to our policyholders in exchange for their interests in the mutual

company and 71.4 million shares in sales to the public and to settle share-based compensation awards As of December 31

2011 we had 116.3 million shares outstanding net of 11.3 million common shares of treasury stock Shares issued and

outstanding include 1.2 million shares held in rabbi trust to fund equity awards on which recipients are allowed to vote their

shares As of December 31 2011 we also had 9.4 million common shares reserved for issuance under our stock option plans

5.9 million shares and our restricted stock unit RSU plans 3.5 million shares We have an outstanding authorization

from our Board of Directors to repurchase up to 0.7 million additional shares of our common stock

State Farm Mutual Automobile Insurance Company State Farm currently owns of record more than 5% of our

outstanding common stock In 2011 2010 and 2009 we incurred $2.4 million $4.4 million and $29.3 million respectively

as compensation costs for the sale of our insurance and annuity products by entities that were either subsidiaries of State

Farm or owned by State Farm agents

11 Separate Accounts Death Benefits and Other Insurance Benefit Features

Separate account products are those for which separate investment and liability account is maintained on behalf of the

policyholder Investment objectives for these separate accounts vary by fund account type as outlined in the applicable fund

prospectus or separate account plan of operations Our separate account products include variable annuities fixed indexed

annuities and variable life insurance contracts The assets supporting these contracts are carried at fair value Assets

supporting variable annuity and variable life contracts are reported as separate account assets with an equivalent amount

reported as separate account liabilities The assets supporting fixed indexed annuity contracts are reported within the

respective investment line items on the consolidated balance sheet Amounts assessed against the policyholder for mortality

administration and other services are included within revenue in fee income In 2011 and 2010 there were no gains or losses

on transfers of assets from the general account to separate account

Separate Account Investments of Account Balances of Variable Annuity Contracts with Guarantees As of December 31
in millions 2011 2010

Debt securities 515.4 579.5

Equity funds 1883.3 2266.4

Other 81.7 95.9

Total 2480.4 2941.8

Investments of Account Balances of Fixed Indexed Annuity Contracts with Guarantees As of December 31
in millions 2011 2010

Debt securities 972.4 226.0

Equity funds

Other

Total 972.4 226.0
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11 Separate Accounts Death Benefits and Other Insurance Benefit Features continued

Variable annuity guaranteed benefits

Many of our variable annuity contracts offer various guaranteed minimum death accumulation withdrawal and income

benefits

We establish policy benefit liabilities for minimum death and income benefit guarantees relating to certain annuity policies as

follows

Liabilities associated with the GMDB are determined by estimating the expected value of death benefits in excess of

the projected account balance and recognizing the excess ratably over the accumulation period based on total

expected assessments The assumptions used for calculating the liabilities are generally consistent with those used

for amortizing deferred policy acquisition costs

Liabilities associated with the guaranteed minimum income benefit GMIB are determined by estimating the

expected value of the income benefits in excess of the projected account balance at the date of annuitization and

recognizing the excess ratably over the accumulation period based on total expected assessments The assumptions

used for calculating such guaranteed income benefit liabilities are generally consistent with those used for

amortizing deferred policy acquisition costs

For variable annuities with GMDB and GMIB reserves are calculated based on 200 stochastically generated scenarios The

GMDB and GMIB guarantees are recorded in policy liabilities and accruals on our balance sheet Changes in the liability are

recorded in policy benefits excluding policyholder dividends on our statements of income We regularly evaluate estimates

used and adjust the additional liability balances with related charge or credit to benefit
expense

if actual experience or other

evidence suggests that earlier assumptions should be revised

Changes in Guaranteed Liability Balances

in millions

Liability balance as of January 2011

Incurred

Paid

Liability balance as of December 31 2011

Changes in Guaranteed Liability Balances

in millions

Liability balance as of January 2010

Incurred

Paid

Liability balance as of December 31 2010

Changes in Guaranteed Liability Balances

in millions

Liability balance as of January 2009

Incurred

Paid

Liability balance as of December 31 2009

Year Ended

December 31 2011

Annuity Annuity

GMDB GMIB

4.6

1.8

18.1

0.3
2.1

___________
4.9 17.8

Year Ended

December 31 2010

Annuity Annuity

GMDB GMIB

5.1 16.3

4.6 1.8

5.1
4.6 18.1

Year Ended

December 31 2009

Annuity Annuity

GMDB GMIB

9.9 22.1

5.4 5.8

10.2 ___________
5.1 16.3
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11 Separate Accounts Death Benefits and Other Insurance Benefit Features continued

For those guarantees of benefits that are payable in the event of death the net amount at risk is generally defined as the

benefit payable in excess of the current account balance at our balance sheet date We have entered into reinsurance

agreements to reduce the net amount of risk on certain death benefits Following are the major types of death benefits

currently in-force

GMDB Benefits by Type Net Amount Average

in millions Account at Risk after Attained Age
Value Reinsurance of Annuitant

GMDB return of premium 870.2 23.4 61

GMDB step up 1398.4 118.6 63

GMDB earnings enhancement benefit EEB 39.8 0.4 62

GMDB greater of annual step up and roll up 27.1 8.8 66

Total GMDB at December 31 2011 2335.5 151.2

GMDB return of premium 1032.9 19.2 61

GMDB step up 1614.1 89.5 62

GMDB earnings enhancement benefit EEB 47.3 0.3 61

GMDB greater of annual step up and roll up 32.1 7.7 65

Total GMDB at December 31 2010 2726.4 116.7

Return ofPremium The death benefit is the greater of current account value or premiums paid less any adjusted partial

withdrawals

Step Up The death benefit is the greater of current account value premiums paid less any adjusted partial withdrawals or

the annual step up amount prior to the oldest original owner attaining certain age On and after the oldest original owner

attains that age the death benefit is the greater of current account value or the death benefit at the end of the contract year

prior to the oldest original owners attaining that age plus premium payments less any adjusted partial withdrawals made

since that date

Earnings Enhancement Benefit The death benefit is the greater of the premiums paid less any adjusted partial withdrawals

or the current account value plus the EEB The EEB is an additional amount designed to reduce the impact of taxes

associated with distributing contract gains upon death

Greater ofAnnual Step Up and Annual Roll Up The death benefit is the greatest of premium payments less any adjusted

partial withdrawals the annual step up amount the annual roll up amount or the current account value prior to the eldest

original owner attaining age 81 On and after the eldest original owner attained age 81 the death benefit is the greater of

current account value or the death benefit at the end of the contract year prior to the eldest original owners attained age of 81

plus premium payments less any adjusted partial withdrawals made since that date

We also offer certain separate account variable products with GMWB GMAB GPAF and COMBO rider
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11 Separate Accounts Death Benefits and Other Insurance Benefit Features continued

Additional Insurance Benefits Average

in millions Account Attained Age

Value of Annuitant

GMWB 555.4 62

iMIB 442.1 63

GMAB 385.6 57

iPAF 21.8 77

COMBO 10.1 61

Total at December 31 2011 1415.0

iMWB 617.0 61

GMIB 528.4 62

GMAB 440.3 56

GPAF 16.1 76

COMBO 11.2 60

Total at December 31 2010 1613.0

The iMW rider guarantees the contract owner minimum amount of withdrawals and benefit payments over time

regardless of the investment performance of the contract subject to an annual limit Optional resets are available In addition

these contracts have feature that allows the contract owner to receive the guaranteed annual withdrawal amount for as long

as they are alive

The GMAB rider provides the contract owner with minimum accumulation of the contract owners purchase payments

deposited within specific time period adjusted for withdrawals after specified amount of time determined at the time of

issuance of the variable annuity contract

The UPAF rider provides the contract owner with minimum payment amount if the variable annuity payment falls below

this amount on the payment calculation date

The COMBO rider includes the GMAB and GMWB riders as well as the GMDB rider at the contract owners option

The GMWB GMAB GPAF and COMBO represent embedded derivative liabilities in the variable annuity contracts that are

required to be reported separately from the host variable annuity contract These investments are accounted for at fair value

within policyholder deposit funds on the consolidated balance sheet with changes in fair value recorded in realized

investment gains on the consolidated statement of income The fair value of the GMWB GMAB GPAF and COMBO
obligation is calculated based on actuarial and capital market assumptions related to the projected cash flows including

benefits and related contract charges over the lives of the contracts incorporating expectations concerning policyholder

behavior As markets change contracts mature and actual policyholder behavior emerges we continually evaluate and may
from time to time adjust these assumptions

Embedded derivative liabilities for GMWB GMAB GPAF and COMBO are shown in the table below There were no

benefit payments made for the GMWB and GMAB during 2011 and 2010 There were benefit payments made of $0.2

rnilhon and $0.4 million for GPAF during 2011 and 2010 in order to manage the risk associated with these variable annuity

embedded derivative liabilities we have established risk management strategy under which we hedge our GMAB GMWB
and COMBO exposure using equity index options equity index futures equity index variance swaps interest rate swaps and

swaptions

Variable Annuity Embedded Derivative Liabilities As of December 31
in flhilliofls 2011 2010

MWB 17.0 1.7
GMAB 25.2 13.3

GPAF 2.3 3.1

COMBO 0.3 0.7
Total variable annuity embedded derivative liabilities 44.2 14.0
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11 Separate Accounts Death Benefits and Other Insurance Benefit Features continued

Fixed indexed annuity guaranteed benefits

Liabilities associated with the GMWB for the fixed indexed annuities differ from those offered on variable annuities in that

there is less exposure to capital market risk due to the fixed nature of the underlying contract These liabilities are determined

by estimating the expected value of the withdrawal benefits in excess of the projected account balance at the date of election

and recognizing the excess ratably over the accumulation period based on total expected assessments The assumptions used

for calculating such guaranteed withdrawal benefit liabilities are consistent with those used for amortizing deferred policy

acquisition costs Some of these riders also offer GMDB in addition to the withdrawal benefits

The GMWB and GMDB guarantees are recorded in policy liabilities and accruals on our balance sheet Changes in the

liability are recorded in policy benefits excluding policyholder dividends on our statements of income We regularly

evaluate estimates used and adjust the additional liability balances with related charge or credit to benefit expense if actual

experience or other evidence suggests that earlier assumptions should be revised

Changes in Guaranteed Liability Balances Fixed Indexed Annuity

in millions GMWB GMDB
Year Ended

December 31
2011 2010

Liability balance beginning of period 0.2

Incurred 5.4 0.2

Paid

Liability balance end of period 5.6 0.2

Fixed indexed annuities also offer variety of index options policy credits that are calculated based on the performance of an

outside equity market or other index over specified term The index options represent embedded derivative liabilities that

are required to be reported separately from the host contract These investments are accounted for at fair value within

policyholder deposits within the consolidated balance sheet with changes in fair value recorded in policy benefits excluding

dividends in the consolidated statement of net income The fair value of these index opticns is calculated based on the impact

of projected interest rates on the discounted liabilities Several additional inputs reflect our internally developed assumptions

related to lapse rates and policyholder behavior

Fixed indexed annuity embedded derivatives were $78.3 million and $13.4 million as of December 31 2011 and 2010

respectively In order to manage the risk associated with these fixed indexed annuity options we hedge using equity index

options

Universal life

Liabilities for universal life are generally determined by estimating the expected value of losses when death benefits exceed

revenues and recognizing those benefits ratably over the accumulation period based on total expected assessments The

assumptions used in estimating these liabilities are consistent with those used for amortizing deferred policy acquisition

costs single set of best estimate assumptions is used since these insurance benefits do not vary significantly with capital

market conditions At December 31 2011 and 2010 we held additional universal life benefit reserves in accordance with

death benefit and other insurance benefit reserves of $146.6 million and $105.0 million respectively
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12 Investments Pledged as Collateral and Non-Recourse Collateralized Obligations

We are involved with various entities in the normal course of business that may be deemed to be variable interest entities and

as result we may be deemed to hold interests in those entities In particular we serve as the investment advisor to two

collateralized obligation trusts that were organized to take advantage of bond market arbitrage opportunities The

collateralized obligation trusts reside in bankruptcy remote special purpose entities for which we provide neither recourse nor

guarantees We consolidated two collateralized obligation trusts as of December 31 2008 and had no direct investment in the

two consolidated collateralized obligation trusts As result of managements decision in the first quarter of 2009 to legally

assign Virtus as the collateral manager we performed an analysis of both of these CDOs and determined that we were no

longer the primary beneficiary Accordingly we deconsolidated these two CDOs effective January 2009 resulting in an

increase to shareholders equity of $88.8 million for the year ended December 31 2009 of which $57.0 million was recorded

as realized gain and $31.8 million was reflected as other comprehensive income effectively reversing losses recorded in

earnings and other comprehensive income in prior years

The effect of the consolidation deconsolidation of collateralized obligation trusts for the year ended December 31 2009 was

an increase in net income of $57.0 million and an increase to stockholders equity of $88.8 million The impact to net income

in 2009 represents the realized gain recognized upon the deconsolidation of the CDOs in 2009

13 Derivative Instruments

Derivative instruments

We use derivative financial instruments including options futures and swaps as means of hedging exposure to interest rate

equity price change equity volatility and foreign currency risk This includes our surplus hedge which utilizes futures and

options to hedge against declines in equity markets and the resulting statutory capital and surplus impact We also use

derivative instruments to economically hedge our exposure on living benefits offered on certain of our variable products as

well as index credits on our fixed indexed annuity products

The Company seeks to enter into over-the-counter OTC derivative transactions pursuant to master agreements that

provide for netting of payments and receipts by counterparty As of December 31 2011 and 2010 $8.0 million and $6.9

million respectively of cash and cash equivalents were held as collateral by third party related to our derivative

transactions

Our derivatives generally do not qualify for hedge accounting with the exception of cross currency swaps We do not

designate the purchased derivatives related to variable annuity living benefits or fixed indexed annuity index credits as

hedges for accounting purposes

Derivative Instruments Fair Value as of December 31

in millions 2011 2010

Notional Notional

Maturity Amount Assets Liabilities Amount Assets Liabilities

Non-hedging derivative instruments

Interest rate swaps 2017-2026 131.0 15.0 5.2 87.0 3.6 2.5

Variance swaps 2015-20 17 0.9 3.2 0.9 0.6

Swaptions 2024 25.0 0.3 44.0 4.8

Put options 2015-2022 406.0 109.6 448.0 83.3

Call options 2012-2016 355.0 28.0 19.0 34.8 11.2 6.0

Equity futures 2012 70.0 18.5 58.3 34.0 2.0

987.9 174.6 24.2 673.0 136.9 11.1

Hedging derivative instruments

Cross currency swaps 2012-2016 15.0 0.2 15.0 0.1

15.0 0.2 15.0 0.1

Total derivative instruments 1002.9 174.8 24.2 688.0 136.9 11.2
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13 Derivative Instruments continued

Derivative instrument Gains Losses Recognized in EarningsW Years Ended

in millions December 31
2011 2010

Derivative instruments by type

Interest rate swaps 11.2 0.1
Variance swaps 3.7 0.5
Swaptions 1.2 1.8

Put options 28.7 3.5
Call options 9.0 11.8

Equity futures 6.2 35.8
Cross currency swaps 1.1

Total derivative instrument gains losses recognized in earnings 27.2 25.2

Excludes realized losses of $33.1 million and realized gains of $17.3 million on embedded derivatives for the years ended December 31

2011 and 2010

Interest Rate Swaps

We maintain an overall interest rate risk management strategy that primarily incorporates the use of interest rate swaps as

hedges of our exposure to changes in interest rates Our exposure to changes in interest rates primarily results from our

commitments to fund interest-sensitive insurance liabilities as well as from our significant holdings of fixed rate financial

instruments We use interest rate swaps that effectively convert variable rate cash flows to fixed cash flows in order to hedge

the interest rate risks associated with guaranteed minimum living benefit GMAB/GMWB rider liabilities

Interest Rate Options

We use interest rate options such as swaptions to hedge against market risks to assets or liabilities from substantial changes

in interest rates An interest rate swaption gives us the right but not the obligation to enter into an underlying swap
Swaptions are options on interest rate swaps All of our swaption contracts are receiver swaptions which give us the right to

enter into swap where we will receive the agreed-upon fixed rate and pay the floating rate If the market conditions are

favorable and the swap is needed to continue hedging our inforce liability business we will exercise the swaption and enter

into fixed rate swap If swaption contract is not exercised by its option maturity date it expires with no value

Exchange Traded Future Contracts

We use equity index futures to hedge the market risks from changes in the value of equity indices such as SP 500
associated with guaranteed minimum living benefit GMAB/GMWB rider liabilities Positions are short-dated exchange-

traded futures with maturities of three months

Equity Index Options

We use equity indexed options to hedge against market risks from changes in equity markets volatility and interest rates

An equity index option affords us the right to make or receive payments based on specified future level of an equity market

index We may use exchange-trade or OTC options

Generally we have used combination of equity index futures interest rate swaps variance swaps and long-dated put

options to hedge its GMAB and GMWB liabilities and equity index call options to hedge its indexed annuity option

liabilities

Cross Currency Swaps

We use cross currency swaps to hedge against market risks from changes in foreign currency exchange rates Currency swaps

are used to swap bond asset cash flows denominated in foreign currency back to U.S dollars Under foreign currency

swaps we agree
with another party referred to as the counterparty to exchange principal and periodic interest payments

denominated in foreign currency for payments in U.S dollars
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13 Derivative Instruments continued

Contingent features

Derivative counterparty agreements may contain certain provisions that require our insurance companies financial strength

rating to be above certain threshold If our financial strength ratings were to fall below specified rating threshold certain

derivative counterparties could request immediate payment or demand immediate and ongoing full collateralization on

derivative instruments in net liability positions or trigger termination of existing derivatives and/or future derivative

transactions

In certain derivative counterparty agreements our financial strength ratings are below the specified threshold levels

However the Company held no derivative instruments as of December 31 2011 in net liability position payable to any

counterparty i.e such derivative instruments have fair values in net asset position payable to the Company if such

holdings were liquidated

14 Fair Value of Financial Instruments

ASC 820-10 defines fair value establishes framework for measuring fair value establishes fair value hierarchy based on

the quality of inputs used to measure fair value and enhances disclosure requirements for fair value measurements Fair value

is defined as the price that would be received to sell an asset or paid to transfer liability in an orderly transaction between

market participants at the measurement date

ASC 820-10 establishes three-level valuation hierarchy for disclosure of fair value measurements The valuation hierarchy

is based upon the
transparency of inputs to the valuation of an asset or liability as of the measurement date The three levels

from highest to lowest are defined as follows

Level inputs to the valuation methodology are quoted prices unadjusted for identical assets or liabilities in

active markets Level securities include highly liquid government bonds and exchange-traded equities

Level inputs to the valuation methodology include quoted prices for similar assets and liabilities in active

markets and inputs that are observable for the asset or liability either directly or indirectly for substantially the full

term of the financial instrument Examples of such instruments include government-backed mortgage products

certain collateralized mortgage and debt obligations and certain high-yield debt securities

Level inputs to the valuation methodology are unobservable and significant to the fair value measurement

Securities classified within Level include broker quoted investments certain residual interests in securitizations

and other less liquid securities Most valuations that are based on brokers prices are classified as Level due to

lack of transparency in the process they use to develop prices

financial instruments categorization within the valuation hierarchy is based upon the lowest level of input that is

significant to the fair value measurement
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14 Fair Value of Financial Instruments continued

The following tables present the financial instruments carried at fair value by ASC 820-10 valuation hierarchy as described

above

Fair Values of Financial Instruments by Level As of December 31 2011

in millions Level Level Level Total

Assets

Available-for-sale debt securities

U.S government and agency 385.2 398.2 783.4

State and political subdivision 270.6 270.6

Foreign government 205.2 205.2

Corporate 6389.8 209.6 6599.4

CMBS 1084.4 58.7 1143.1

RMBS 2090.1 41.2 2131.3

CDO/CLO 7.5 243.1 250.6

Other asset-backed 460.2 46.2 506.4

Available-for-sale equity securities 1.5 0.3 33.9 35.7

Derivative assets 174.8 174.8

Separate account assetsW 3690.3 78.3 3768.6

Fair value option investments2 22.2 64.4 86.6

Total assets 4099.2 11159.4 697.1 15955.7

Liabilities

Derivative liabilities 24.2 24.2

Embedded derivatives 122.5 122.5

Total liabilities 24.2 122.5 146.7

Excludes $40.1 million in limited parmerships and real estate investments accounted for on the equity method as well as $8.9 million in

cash and cash equivalents and money market funds

Fair value option investments at December 31 2011 include $64.4 million of available-for-sale debt securities in which the fair value

option has been elected In addition we have also elected the fair value option for available-for-sale equity securities backing our

deferred compensation liabilities at $22.2 million as of December 31 2011 Changes in the fair value of these assets are recorded

through net investment income

There were no transfers of assets between Level and Level during the year ended December 31 2011
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14 Fair Value of Financial Instruments continued

Fair Values of Financial Instruments by Level

in millions

Assets

Available-for-sale debt securities

U.S government and agency

State and political subdivision

Foreign government

Corporate

CMBS
RMBS
CDO/CLO
Other asset-backed

Available-for-sale equity securities

Derivative assets

Separate account assets

Fair value option investments2

Total assets

Liabilities

Derivative liabilities

Embedded derivatives

Total liabilities

170.5

5649.2

1092.1

1944.1

362.1

0.5

136.9

77.2

762.3

218.7

170.5

5917.6

1148.4

1994.7

251.6

430.0

47.5

136.9

4371.6

____________
102.1

____________
15551.9

11.2

27.4 27.4

27.4 38.6

Excludes $3 7.9 million in limited partnerships and real estate investments accounted for on the equity method as well as $7.3 million in

cash and cash equivalents and money market funds

Fair value option investments at December 31 2010 include $75.5 million of available-for-sale debt securities in which the fair value

option has been elected In addition we have also elected the fair value option for available-for-sale equity securities backing our

deferred compensation liabilities at $26.6 million as of December31 2010 Changes in the fair value of these assets are recorded

through net investment income

There were transfers of$123.7 million of Level assets to Level during the year ended December 31 2010 These assets

were transferred to Level as they no longer definitively qualified as Level securities as their underlying characteristics

were not identical to assets being traded in active markets

Available-for-sale debt securities as of December 31 2011 and 2010 are reported net of $60.0 million and $41.4 million of

Level investments included in discontinued assets on our balance sheet related to discontinued reinsurance operations

Level financial assets and liabilities

The following tables set forth summary of changes in the fair value of our Level financial assets and liabilities Financial

assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value

measurement For example hypothetical derivative contract with Level Level and significant Level inputs would be

classified as Level financial instrument in its entirety Subsequently even if only Level and Level inputs are adjusted

the resulting gain or loss is classified as Level Further Level instruments are frequently hedged with instruments that are

classified as Level or Level and accordingly gains or losses reported as Level in the table below may be offset by gains

or losses attributable to instruments classified in Level or of the fair value hierarchy

As of December 31 2010

Level Level Level Total

390.0 372.3

218.7

268.4

56.3

50.6

251.6

67.9

46.30.7

4294.4

26.6

4711.7

37.3 38.2

10060.9 779.3

11.2

11.2
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14 Fair Value of Financial Instruments continued

Level Financial Assets As of December 31 2011

in millions Corp Asset- Common Fair Value Total

CDO/CLO RMBS Other Backed CMBS Stock Options Assets

Balance beginning of period 251.6 50.6 268.4 67.9 56.3 46.3 38.2 779.3

Purchases 31.0 56.8 10.7 14.8 4.4 117.7

Sales 35.3 2.9 50.3 17.3 4.5 8.7 8.6 127.6

Transfers into Level 20.8 0.7 36.9 58.4

Transfers out of Level 32 7.5 4.1 86.9 12.2 9.3 120.0

Realized gains losses

included in earnings 2.2 1.0 3.1 2.1 3.6 2.8
Unrealized gains losses

included in OCT 4.3 2.8 0.5 0.2 3.5 12.4 7.7
Amortization/accretion 1.2 04 0.3 2.1 0.2

Balance end of period 243.1 41.2 209.6 46.2 58.7 33.9 64.4 697.1

Transfers into Level for the year ended December 31 2011 primarily represent private securities for which Level input assumptions

for valuation pricing were no longer applicable

Transfers out of Level for the year ended December 31 2011 primarily represent private securities for which reliable Level input

assumptions for valuation pricing became obtainable

Level Financial Assets As of December 31 2010

in millions Corp Asset- Common Fair Value Total

CDO/CLO RMBS Other Backed CMBS Stock Options Assets

Balance beginning of period 258.0 118.6 285.1 97.0 56.5 19.2 834.4

Purchases 196 4.6 91.5 36.0 2.6 5.0 159.3

Sales 29.8 33.8 142.4 36.0 11.9 253.9

Adjustment for initial application

of accounting changesW 20.6 9.6 8.0 38.2

Transfers into Level 32 0.3 26.5 8.7 5.5 41.0

Transfers out of Level 33 41.4 43.7 26.5 111.6

Realized gains losses

included in earnings 16.2 1.1 18.7 6.9 5.1 2.0 10.4
Unrealized gains losses

includedinOCi 40.1 0.6 32.7 4.9 22.1 18.6 119.0

Amortization/accretion 0.5 0.6 0.3 0.1 1.5

Balance end of period 251.6 50.6 268.4 67.9 56.3 46.3 38.2 779.3

Adjustment from available-for-sale debt securities to fair value option investments upon adoption of ASC 815 Derivatives and Hedging

as of July 12010
Transfers into Level for the year ended December 31 2010 primarily represent private securities for which Level input assumptions

for valuation pricing were no longer applicable

Transfers out of Level for the year ended December 31 2010 primarily represent private securities for which reliable Level input

assumptions for valuation pricing became obtainable
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14 Fair Value of Financial Instruments continued

Level Financial Liabilities Embedded Derivatives

Years Ended December 31
in millions 2011 2010

Balance beginning of year 27.4 29.7

Net purchases/sales 62.3 9.3

Transfers into Level

Transfers out of Level

Realized gains losses 30.3 11.6
Unrealized gains losses included in other comprehensive loss

Deposits less benefits

Change in fair value 2.5

Amortizationlaccretion

Balance end of year 122.5 27.4

Represents change in fair value related to fixed index credits recognized in policy benefits excluding policyholder dividends on the

consolidated statement of income

We have an established
process

for determining fair values Fair value is based upon quoted market prices where available

If listed prices or quotes are not available or are based on disorderly transactions or inactive markets fair value is based upon

internally developed models that use primarily market-based or independently-sourced market parameters including interest

rate yield curves option volatilities and currency rates Valuation adjustments may be made to ensure that financial

instruments are recorded at fair value These adjustments include amounts to reflect counterparty credit quality our own

creditworthiness liquidity and unobservable parameters that are applied consistently over time The majority of the

valuations of Level assets were internally calculated or obtained from independent third-party broker quotes

We determine fair value as the price received in an orderly transaction Thus we evaluate broker pricing indications if

available to determine whether the weight of evidence indicates that markets are inactive or transactions are disorderly In

order to determine whether the volume and level of activity for an asset or liability has significantly decreased we compare

current activity with normal market activity for the asset or liability We may observe notable decrease in the number of

recent transactions and the significant decline or absence of market for new issuances for the security or similar security

If we do receive broker pricing indication we look for substantiation such as significant increase in implied liquidity risk

premiums yields or performance indications when compared to the expected cash flow analysis We look to see if the

pricing indications have varied substantially in short amount of time where no fundamental event or occurrence has

prompted the large variation or if there is significant increase in the bid-ask spread We review published indexes that may
have been historically highly correlated with the fair values that no longer are representative of an active market For

corporate positions we utilize TRACE for which published trade activity is made available to assess trading activity levels

For other positions we rely on many factors such as the observable flows through Bloomberg trading levels and activity as

reported by market participants and industry publications that speak to trading volume and current market conditions Using

professional judgment and experience we evaluate and weigh the relevance and significance of all applicable factors to

determine if there has been significant decrease in the volume and level of activity for an asset or group of similarassets

Similarly in order to identify transactions that are not orderly we take into consideration the activity in the market as stated

above because that can influence the determination and occurrence of an orderly transaction In addition we assess the

period of the
exposure to the market before the measurement date to determine adequacy for customary marketing activities

Also we look to see if it was marketed to single or limited number of participants We assess the financial condition of the

seller if available to determine whether observed transactions may have been forced If the trading price is an outlier when

compared to similar recent transactions we consider whether this is an indicator of disorderly trade Using professional

judgment and experience we evaluate and weigh the relevance and significance of all applicable factors to determine if the

evidence suggests that transaction or group of similar transactions is not orderly

Following is description of our valuation methodologies for assets and liabilities measured at fair value Such valuation

methodologies were applied to all of the assets and liabilities carried at fair value
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14 Fair Value of Financial Instruments continued

Structured securities

For structured securities we consider the best estimate of cash flows until maturity to determine our ability to collect

principal and interest and compare this to the anticipated cash flows when the security was purchased In addition

management judgment is used to assess the probability of collecting all amounts contractually due to us After consideration

is given to the available information relevant to assessing the collectibility including historical events current conditions and

reasonable forecasts an estimate of future cash flows is determined This includes evaluating the remaining payment terms

prepayment speeds the underlying collateral expected defaults using current default data and the financial condition of the

issuer Other factors considered are composite credit ratings industry forecast analyst reports and other relevant market data

are also considered similar to those the Company believes market participants would use For securities for which observable

market data is available and substantiated valuations reflect the quoted fair value

To determine fair values for certain structured collateralized loan obligations CLOand collateralized debt obligation

CDO assets for which current pricing indications either do not exist or are based on inactive markets or sparse

transactions we utilize model pricing using third-party forecasting application that leverages historical trustee information

for each modeled security Principal and interest cash flows are modeled under various default scenarios for given tranche

of security in accordance with its contractual cash flow priority of claim and subordination with respect to credit losses The

key assumptions include the level of annual default rates loss-given-default or recovery rate collateral prepayment rate and

reinvestment spread

Fair value is then determined based on discounted projected cash flows We use discount rate based upon combination of

the current U.S Treasury rate plus the most recent gross CDO/CLO spreads including the corresponding swap spread by

original tranche rating which is representative of the inherent credit risk exposure in deals capital structure

Derivatives

Exchange-traded derivatives valued using quoted prices are classified within Level of the valuation hierarchy However

few classes of derivative contracts are listed on an exchange Therefore the majority of our derivative positions are valued

using internally developed models that use as their basis readily observable market parameters These positions are classified

within Level of the valuation hierarchy Such derivatives include basic interest rate swaps options and credit default swaps

Fair values for OTC derivative financial instruments principally forwards options and swaps represent the present value of

amounts estimated to be received from or paid to marketplace participant in settlement of these instruments i.e the

amount we would expect to receive in derivative asset assignment or would expect to pay to have derivative liability

assumed These derivatives are valued using pricing models based on the net present value of estimated future cash flows

and directly observed prices from exchange-traded derivatives or other OTC trades while taking into account the

counterpartys credit ratings or our own credit ratings as appropriate Determining the fair value for OTC derivative

contracts can require significant level of estimation and management judgment

New and/or complex instruments may have immature or limited markets As result the pricing models used for valuation

often incorporate significant estimates and assumptions that market participants would use in pricing the instrument which

may impact the results of operations reported in the consolidated financial statements For long-dated and illiquid contracts

extrapolation methods are applied to observed market data in order to estimate inputs and assumptions that are not directly

observable This enables us to mark to market all positions consistently when only subset of prices is directly observable

Values for OTC derivatives are verified using observed information about the costs of hedging the risk and other trades in the

market As the markets for these products develop we continually refine our pricing models to correlate more closely to the

market risk of these instruments
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14 Fair Value of Financial Instruments continued

Retained interest in securitization

Retained interests in securitizations do not trade in an active open market with readily observable prices Accordingly we
estimate the fair value of certain retained interests in securitizations using discounted cash flow DCF models

For certain other retained interests in securitizations single interest rate path DCF model is used and generally includes

assumptions based upon projected finance charges related to the securitized assets estimated net credit losses prepayment

assumptions and contractual interest paid to third-party investors Changes in the assumptions used may have significant

impact on our valuation of retained interests and such interests are therefore typically classified within Level of the

valuation hierarchy

We compare the fair value estimates and assumptions to observable market data where available and to actual portfolio

experience

Private equity investments

The valuation of non-public private equity investments requires significant management judgment due to the absence of

quoted market prices an inherent lack of liquidity and the long-term nature of such assets Private equity investments are

valued initially based upon transaction price The carrying values of private equity investments are adjusted either upwards or

downwards from the transaction price to reflect expected exit values as evidenced by financing and sale transactions with

third parties or when determination of valuation adjustment is confirmed through ongoing reviews by senior investment

managers variety of factors are reviewed and monitored to assess positive and negative changes in valuation including but

not limited to current operating performance and future expectations of the particular investment industry valuations of

comparable public companies changes in market outlook and the third-party financing environment over time In

determining valuation adjustments resulting from the investment review process emphasis is placed on current company

performance and market conditions Private equity investments are included in Level of the valuation hierarchy

Private equity investments may also include publicly held equity securities generally obtained through the initial public

offering of privately held equity investments Such securities are marked-to-market at the quoted public value less

adjustments for regulatory or contractual sales restrictions Discounts for restrictions are quantified by analyzing the length of

the restriction period and the volatility of the equity security

Valuation of embedded derivatives

We make guarantees on certain variable annuity contracts including GMAB and GMWB as well as provide credits based on

the performance of certain indices index credits on our fixed indexed annuity contracts that meet the definition of an

embedded derivative The GMAB and GMWB embedded derivative liabilities associated with our variable annuity contracts

are accounted for at fair value using risk neutral stochastic valuation methodology with changes in fair value recorded in

realized investment gains The inputs to our fair value methodology include information derived from the asset derivatives

market including the volatility surface and the swap curve Several additional inputs are not obtained from independent

sources but instead reflect our internally developed assumptions related to mortality rates lapse rates and policyholder

behavior The fair value of the embedded derivative liabilities associated with the index credits on our fixed indexed annuity

contracts is calculated using the budget method with changes in fair value recorded in policy benefits The initial value under

the budget method is established based on the fair value of the options used to hedge the liabilities The budget amount for

future years is based on the impact of projected interest rates on the discounted liabilities Several additional inputs reflect our

internally developed assumptions related to lapse rates and policyholder behavior As there are significant unobservable

inputs included in our fair value methodology for these embedded derivative liabilities we consider the above-described

methodology as whole to be Level within the fair value hierarchy
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14 Fair Value of Financial Instruments continued

Our fair value calculation of variable annuity GMAB and GMWB embedded derivative liabilities includes credit standing

adjustment the CSA The CSA represents the adjustment that market participants would make to reflect the risk that

guaranteed benefit obligations may not be fulfilled non-performance risk In analyzing various alternatives to the CSA

calculation we determined that we could not use credit default swap spreads as there are no such observable instruments on

the Companys life insurance subsidiaries nor could we consistently obtain an observable price on the surplus notes issued by

Phoenix Life as the surplus notes are not actively traded Therefore when discounting the rider cash flows for calculation of

the fair value of the liability we calculated the CSA that reflects the credit spread based on Standard Poors BB- credit

rating for financial services companies similar to the Companys life insurance subsidiaries This average credit spread is

recalculated
every quarter and therefore the fair value will change with the passage

of time even in the absence of any other

changes that would affect the valuation The impact of the CSA at December 31 2011 and 2010 was reduction of $36.0

million and $19.9 million in the reserves associated with these riders respectively

Fair value of financial instruments

The Company is required by U.S GAAP to disclose the fair value of certain financial instruments including those that are not

carried at fair value The following table discloses the Companys financial instruments where the carrying amounts and fair

values differ

Carrying Amounts and Fair Values As of December 31
of Financial Instruments 2011 2010

in millions Carrying Fair Carrying Fair

Value Value Value Value

Financial liabilities

Investment contracts 2429.4 2440.7 1494.1 1510.5

Indebtedness 426.9 322.0 427.7 295.4

Fair value of investment contracts

We determine the fair value of guaranteed interest contracts by using discount rate equal to the appropriate U.S Treasury

rate plus 100 basis points to calculate the present value of projected contractual liability payments through final maturity We

determine the fair value of deferred annuities and supplementary contracts without life contingencies with an interest

guarantee of one year or less 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 we use discount rate

equal to the appropriate U.S Treasury rate plus 100 basis points to calculate 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 these liabilities we assume fair value to be equal to the stated liability balances

Indebtedness

Fair value of indebtedness is based on quoted market prices

15 Income Taxes

Allocation of Income Taxes Years Ended December 31
in millions 2011 2010 2009

Income tax expense benefit applicable to

Current 0.5 1.8 0.3
Deferred 1.4 11.9 109.2

Continuing operations 1.9 10.1 108.9

Discontinued operations _____________
Income tax expense benefit 1.9 10.1 108.9
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15 Income Taxes continued

Effective Income Tax Rate Years Ended December 31
in millions 2011 2010 2009

Loss from continuing operations before income taxes

U.S 32.0 34.7 87.1
Foreign

Total 32.0 34.7 87.1

Income tax expense benefit at statutory rate of 35% 11.2 12.1 30.5
Dividend received deduction 3.6 0.9 2.2
Expiration of tax attribute carryovers 16.9

Low income housing tax credit 1.0 2.5
Valuation allowance increase release 6.2 14.0 168.4

Realized losses gains on available-for-sale securities pledged as collateral 20.0
State income taxes benefit 0.7 2.2 1.0
ASC 740 decrease 0.1 9.3
IRS audit settlements/adjustments 7.1

Other net 1.2 3.3 1.1
Income tax expense benefit applicable to continuing operations 1.9 10.1 108.9

Effective income tax rates 5.9% 29.1% 125.0%

Deferred Income Tax Balances Attributable to Temporary Differences As of December 31
in millions 2011 2010

Deferred income tax assets

Future policyholder benefits 298.1 160.9

Unearned premiums deferred revenues 79.8 91.2

Employee benefits 146.2 118.7

Net operating and capital loss carryover benefits 314.1 314.0

Foreign tax credits carryover benefits 2.0 1.6

Alternative minimum tax credits 1.4

General business tax credits 35.3 35.3

Available-for-sale debt securities 118.2 116.4

Valuation allowance 254.5 241.0
Gross deferred income tax assets 740.9 598.5

Deferred tax liabilities

Deferred policy acquisition costs 354.7 368.0
Investments 142.3 97.8
Accrued liabilities 102.3
Other 23.4 16.3
Gross deferred income tax liabilities 622.7 482.1
Deferred income tax assets 118.2 116.4

Deferred tax assets and/or liabilities are determined by multiplying the differences between the financial reporting and tax

reporting bases for assets and liabilities by the enacted tax rates expected to be in effect when such differences are recovered

or settled The effect on deferred taxes of change in tax rates is recognized in income in the period that includes the

enactment date Valuation allowances on deferred tax assets are estimated based on our assessment of the realizability of such

amounts

As of December 31 2011 we performed our assessment of the realization of deferred tax assets This assessment included

consideration of the gross deferred tax liabilities as source of income as well as the cumulative loss incurred over the three

year period ended December 31 2011 As result of the cumulative loss and other relevant considerations we concluded that

our estimates of future taxable income and certain tax planning strategies did not constitute sufficient positive evidence to

assert that it is more likely than not that certain deferred tax assets would be realizable before expiration We believe it is

reasonably possible that the Company will begin to record positive three-year cumulative income during 2012 which could

result in reduction of the valuation allowance and benefit to income tax expense
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15 Income Taxes continued

As of December 31 2011 valuation allowance of $254.5 million has been recorded on net deferred tax assets of $372.7

million We have concluded that valuation allowance on the remaining $118.2 million of deferred tax assets attributable to

available-for-sale debt securities with gross unrealized losses was not required due to our ability and intent to hold these

securities until recovery
of fair value or contractual maturity thereby avoiding realization of taxable capital losses This

conclusion is consistent with prior periods

For the year
ended December 31 2011 we recognized net increase in the valuation allowance of $13.5 million Accounting

guidance requires that changes in the valuation allowance be allocated to various financial statement components of income

or loss The net increase to the valuation allowance corresponds to an increase of $1.6 million in income statement related

deferred tax balances and an increase of$ll.9 million in OCI related deferred tax balances The increase of $1.6 million in

income statement related deferred tax balances is comprised of an increase of $7.8 million recorded to discontinued

operations partially offset by decrease of $6.2 million recorded to continuing operations These movements in the valuation

allowance offset movements in the net pre-valuation allowance deferred tax balances

The tax provision reported in continuing operations of $1.9 million consists primarily of deferred tax expense of $1.4

million was related to the establishment of valuation allowance on beginning-of-the-year
deferred tax balance which was

not previously recognized Additionally current tax expense
of $0.5 million was recognized related to alternative minimum

tax AMT For the AMT the expected deferred tax asset offset to the AMT credit carryforward was eliminated by an

increase in the valuation allowance

As of December 31 2011 $314.1 million of net operating and capital loss carryover
benefits were included in the deferred

tax asset Of this amount $170.8 million related to $487.9 million of federal net operating losses that are scheduled to expire

between the years
2021 and 2031 An additional $136.2 million related to $389.2 million of federal capital losses that are

scheduled to expire between the years 2012 and 2016 with $18.8 million and $205.5 million expiring in 2012 and 2013

respectively The remaining amount of $7.1 million is attributable to state income tax net operating losses

As of December 31 2011 we had deferred income tax assets of $2.0 million related to foreign tax credit carryovers
which

are expected to expire between the 2015 and 2020 tax years As of December 31 2011 we.had deferred income tax assets of

$35.3 million related to general business tax credit carryovers
which are expected to expire between the years 2022 and

2031 Additionally we had deferred income tax assets of $1.7 million related to AMT credit carryovers

Phoenix and its subsidiaries file consolidated combined unitary or separate income tax returns in the U.S federal various

state and foreign jurisdictions The Company is no longer subject to U.S federal income tax examinations by tax authorities

for years
before 2010 During 2011 the Company resolved examination issues for tax years 2009 which resulted in

adjustment to tax attribute carryforwards No material unanticipated assessments were incurred and we adjusted our liability

for uncertain tax positions accordingly

The Company does not anticipate that any event will result in significant change in the existing balance of unrecognized tax

benefits within 12 months Management believes that adequate provisions have been made in the financial statements for any

potential assessments that may result from tax examinations and other tax-related matters for all open tax years

reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows

Reconciliation of the Beginning and Ending Amount of Unrecognized Tax Benefits 2011 2010 2009

in millions

Balance beginning of year
0.1 8.7

Reductions for tax positions of prior years
0.1

Settlements with taxing authorities 8.6

Balance end of year
0.1

Based upon the timing and status of our current examinations by taxing authorities we do not believe that it is reasonably

possible that any changes to the balance of unrecognized tax benefits occurring within the next 12 months will result in

significant change to the results of operations financial condition or liquidity In addition we do not anticipate that there will

be additional payments made or refunds received within the next 12 months with respect to the years under audit We do not

anticipate any increases to the existing unrecognized tax benefits that would have significant impact on the financial

position of the Company
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16 Other Comprehensive Income

Sources of Other Comprehensive Income

in millions

Unrealized gains losses on investments

Adjustments for net realized investment

gains losses on available-for-sale securities

included in net income

Net unrealized investment gains losses

Pension
liability adjustment

Effect of deconsolidation of CDOs
Net unrealized losses on foreign

currency translation adjustment

Other assets

Net unrealized gains losses on

derivative instruments

Other comprehensive income loss
_____________

Applicable policyholder dividend obligation

Applicable deferred policy acquisition

cost amortization

Applicable deferred income tax expense benefit
_____________

Offsets to other comprehensive income

Other comprehensive income loss
_____________

Components of Accumulated Other Comprehensive Income

in millions

Unrealized gains losses on investments

Unrecognized loss and prior service costs Note 17

Unrealized gains on foreign currency translation adjustment and other

Other assets

Unrealized gains losses on derivative instruments

Accumulated other comprehensive income loss

Applicable policyholder dividend obligation

Applicable deferred policy acquisition costs

Applicable deferred income tax benefit

Offsets to accumulated other comprehensive income loss

Accumulated other comprehensive loss

17 Employee Benefit Plans and Employment Agreements

Pension and other post-employment benefits

Years Ended December 31
2011 2010 2009

Gross Net Gross Net Gross Net

57.2 198.9 603.6

2.0 60.3 182.0

214.1 557.9 864.0

36.9 35.8 563.7

As of December 31
2011 2010

Gross Net Gross Net

544.4 12.5 284.9 4.1
282.4 183.5 198.2 128.8

02 L3
0.2 0.1 0.1 0.1

262.5 170.7 85.3 133.8

446.1 287.2

72.5 15.3

85.4 83.4

433.2 219.1

170.7 133.8

We provide our employees with post-employment benefits that include retirement benefits through pension and savings

plans and other benefits including health care and life insurance

We have three defined benefit plans covering our employees The employee pension plan covering substantially all of our

employees provides benefits up to the amount allowed under the Internal Revenue Code The two supplemental plans

provide benefits in excess of the primary plan Retirement benefits under the plans are function of years of service and

compensation Effective March 31 2010 all benefit accruals under all of our defined benefit plans were frozen This change

was announced in 2009 and curtailment was recognized at that time for the reduction in the expected years of future

service

The employee pension plan is funded with assets held in trust The assets within the plan include corporate and government
debt securities equity securities real estate and private equity partnerships The supplemental plan is unfunded Upon
change in control as defined in the plan of The Phoenix Companies Inc we are required to make an irrevocable

contribution to trust to fund the benefits payable under the supplemental plan

245.4 1.0 612.0 66.5 1241.8 450.4

14.1 17.6 4.2 4.8 119.8 59.2

259.5 16.6 607.8 61.7 1361.6 509.6

84.2 54.7 9.3 6.0 40.4 26.3

31.8 31.8

1.1 0.6
1.6 1.0 32.0 32.1

0.3 0.2 28.3 12.8 6.1 4.0
177.2 36.9 593.7 35.8 1427.7 563.7

158.9 298.7 78.4
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17 Employee Benefit Plans and Employment Agreements continued

Assumptions Related to Pension and Postretirement Employee Benefit Plans

Pursuant to accounting principles related to the Companys pension and other postretirement obligations to employees under

its various benefit plans the Company is required to make assumptions in order to calculate the related liabilities and

expenses each period The assumptions used in calculating the benefit obligations and the net amount recognized for the

years ended December 31 2011 2010 and 2009 are presented in the following tables

Principal Rates and Assumptions Years Ended December 31
2011 2010 2009

Assumptions Used to Determine Benefit Obligations

Projected benefit obligation discount rate Employee Plan 4.53% 5.32% 5.79%

Projected benefit obligation discount rate Supplemental Plan 4.39% 5.10% 5.62%

Projected benefit obligation discount rate Other Post-Employment Benefits 4.11% 4.79% 5.32%

Future compensation increase rate N/AW N/AW GradedW

Pension plan assets long-term rate of return 8.00% 8.50% 8.50%

Deferred investment gain/loss amortization corridor 5.00% 5.00% 5.00%

Future health care cost increase rate age 64 and younger N/A 7.50% 8.00%

Future health care cost increase rate age 65 and older N/A N/A N/A

Assumptions Used to Determine Benefit Expense

Projected benefit obligation discount rate Employee Plan 5.32% 5.79% 6.26%

Projected benefit obligation discount rate Supplemental Plan 5.10% 5.62% 6.28%

Projected benefit obligation discount rate Other Post-Employment Benefits 4.79% 5.32% 6.30%

Future compensation increase rate N/A1 N/AW GradedW

Pension plan assets long-term rate of return 8.00% 8.50% 8.50%

Deferred investment gain/loss amortization corridor Employee Plan 5.00% 5.00% 5.00%

Deferred investment gain/loss amortization corridor Supplemental Plan 5.00% 5.00% 5.00%

Deferred investment gain/loss amortization corridor Other Post-Employment Benefits 10.00% 10.00% 10.00%

Future health care cost increase rate age 64 and younger N/A 8.00% 8.50%

Future health care cost increase rate age 65 and older N/A N/A N/A

Salary scale by age which grades down from 3.5% to N/A as result of the pension plan freeze effective March 31 2010

The discount rate assumption is developed using yield curve approach based upon future pension and other postretirement

obligations and currently available market and industry data The yield curve utilized is comprised of bonds rated AaJAA or

higher by Moodys Investor Services Standard Poors and Fitch Ratings Ltd with maturities between one and fifteen or

more years

The health care cost trend rate affects the amounts reported For example increasing or decreasing the assumed health care

cost trend rates by one percentage point in each year would not have material effect to the accumulated postretirement

benefit obligation or to the annual service and interest costs

The following table sets forth amounts of benefits expected to be paid over the next ten years from the Companys pension

and postretirement benefit plans as of December 2011

10-Year Benefit Payout Projection Employee Supplemental Other

in millions Plan Plan Postretirement Total

2012 31.3 9.8 5.6 46.7

2013 31.9 8.2 5.3 45.4

2014 32.3 8.2 5.0 45.5

2015 32.4 8.2 4.8 45.4

2016 33.6 8.3 4.6 46.5

2017 to 2021 179.5 43.9 20.2 243.6
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17 Employee Benefit Plans and Employment Agreements continued

Our investment policy and strategy employs total return approach combining equities fixed income real estate and other

assets to maximize the long-term return of the plan assets for prudent level of risk Risk tolerance is determined based on

consideration of plan liabilities and plan-funded status The investment portfolio contains diversified blend of equity fixed

income real estate and alternative investments The equity investments are diversified across domestic and foreign markets

across market capitalizations large mid and small cap as well as growth value and blend Derivative instruments are not

typically used for implementing asset allocation decisions and are not used in conjunction with leverage Investment

performance is measured and monitored on an on-going basis through quarterly investment portfolio reviews annual liability

measurement and periodic presentations by asset managers included in the plan

Employee Pension Plan Asset Allocation As of December 31
2011 2010

Asset Category

Equity securities 58% 61%

Debt securities 30% 30%

Real estate 4% 3%

Other 8% 6%

Total 100% 100%

We use building block approach in estimating the long-term rate of return for plan assets Historical returns are determined

by asset class The historical relationships between equities fixed income and other asset classes are reviewed We apply

long-term asset return estimates to the plans target asset allocation to determine the weighted-average long-term return Our

long-term asset allocation was determined through modeling long-term returns and asset return volatilities The allocation

reflects proper diversification and was reviewed against other corporate pension plans for reasonability and appropriateness

We use December 31 measurement date for our pension and post-employment benefits

Obligations Related to the Employee Pension Plan

The following tables set forth reconciliation of beginning and ending balances of the fair value of plan assets benefit

obligation as well as the funded status of the Companys defined benefit pension plans for the years
ended December 31

2011 and 2010

Changes in Plan Assets and Benefit Obligations Years Ended December 31

in millions 2011 2010

Employee Plan

Plans Assets

Planassets actual return 17.3 56.1

Employer contributions 17.4 25.7

Plan disbursements 32.8 32.8

Change in plan assets 1.9 49.0

Plan assets beginning of year
436.0 387.0

Plans assets end of year
437.9 436.0

Plans Projected Benefit Obligation

Service and interest cost accrual 30.1 32.7

Actuarial gain loss 51.5 27.6

Plan disbursements 32.8 32.8

Curtailment gain

Plan amendments ____________ ____________

Change in projected benefit obligation 48.8 27.5

Projected benefit obligation beginning of year 575.8 548.3

Projected benefit obligation end of year 624.6 575.8

Plan assets less than projected benefit obligations end of year 186.7 139.8

Accumulated benefit obligation
624.6 575.8
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17 Employee Benefit Plans and Employment Agreements continued

Amounts Recognized in Consolidated Balance Sheet

in millions

Other liabilities

Years Ended December 31

2011 2010

Employee Plan

186.7 139

Amounts recognized in accumulated other comprehensive loss

consist of

in millions

Prior service credit cost

Net actuarial loss

Total

Years Ended December 31

2011 2010

Employee Plan

219.1 153.0

219.1 153.0

Amounts in accumulated other comprehensive loss that are expected to be recognized

as components
of net periodic cost credit during the next fiscal year are as follows

in millions

Prior service credit cost

Net actuarial loss

Total

Components of Pension Benefit Expense

in millions

Service cost

Interest cost

Plan assets expected return

Net loss amortization

Prior service cost amortization

Curtailment expense benefit

Pension benefit expense

Funding Status of Employee Pension Plan

Employee

Plan

7.3

7.3

Years Ended December 31

2011 2010 2009

0.9 2.2 5.1

29.2 30.5 32.9

36.3 32.5 29.4

4.4 4.5 16.6

0.7

2.7

1.8 4.7 28.6

The employee pension plan is qualified plan that is funded with assets held in trust It is the Companys practice to make

contributions to the qualified pension plan at least sufficient to avoid benefit restrictions under funding requireme1ts
of the

Pension Protection Act of 2006 This generally requires the Company to maintain assets that are at least 80% of the plans

liabilities as calculated under the applicable regulations at the end of the prior year Under these iegulations the qualified

pension plan is currently funded at 80% of the funding target liabilities as of December 31 2011

The funded status of the qualified pension plan based on the projected benefit obligations
for the years ended December 31

2011 and 2010 are summarized in the following table

Qualified Employee Pension Plan Funded Status

in millions

Plan assets end of year

Projected benefit obligation end of year

Plan assets less than projected
benefit obligations end of year

To meet the above funding objectives we made contributions to the pension plan totaling $17.4 million and $25.7 million

during 2011 and 2010 respectively
Over the next 12 months we expect to make contributions of approximately $16.4

million from our operating
cash flow of which approximately $3.4 million will be made in the first quarter

of 2012

As of December 31

2011 2010

437.9 436.0

624 575.8

186.7 139.8
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17 Employee Benefit Plans and Employment Agreements continued

Fair Value MeasurementEmployee Pension Plan Assets

For discussion of the methods employed by us to measure the fair value of invested assets see Note 14 to these financial

statements The following discussion of fair value measurements applies exclusively to our employee pension plan assets

The estimated fair value of U.S Treasury and equity securities are included in the amount disclosed in Level as the
estimates are based on quoted market prices For fixed income instruments held by the plan for which.quoted market prices
are not available we estimate fair value by discounting debt security cash flows to reflect interest rates currently beingoffered on similar terms to borrowers of similar credit quality or by quoted market prices of comparable instruments
Accordingly the estimates of fair value for our fixed income and state and municipal securities are included in the amountdisclosed in Level of the hierarchy

The following tablepresents the level within the fair value
hierarchy at which the financial assets of the Companys employeepension plan are measured on recurring basis at December 31 2011

Fair Value of Assets by Type and Level
As of December 31 2011

in millions
Level Level Level Total

Equity Securities

Common stocks
284.4

284.4Phoenix common stock
0.6

0.6Debt Securities

Fixed maturities

Asset-backed
1.3

1.3CMO/CMBS
9.9

9.9
Corporate

31.4 31.4
Mortgage-backed

17.9 17.9
Other

6.7 6.7U.S government securities
21.6

21.6State
municipal securities

11.1 11.1
Total assets at fair valuet1

306.6 78.3 384.9

Excludes $40.1 million in limited partnerships and real estate investments accounted for on the equity method as well as $8.9 million incash and cash equivalents and money market funds

The following table presents the level within the fair value hierarchy at which the financial assets of the Companys employee
pension plan are measured on recurring basis at December 31 2010

Fair Value of Assets by Type and Level
As of December 31 2010

in millions Level Level Level Total

Equity Securities

Common stocks
297.7 1.5 299.2

Phoenix common stock
0.9

0.9
Debt Securities

Fixed maturities

Asset-backed
1.0 1.0CMO/CMBS

10.7 10.7
Corporate

29.4 29.4
Mortgage-backed

18.4 18.4
Other

4.8 4.8U.S government securities
9.5

9.5State municipal securities
11.4 11.4

Total assets at fair value
308.1 77.2 385.3

Excludes $37.9 million in limited partnerships and real estate investments accounted for on the equity method as well as $7.3 million in
cash and cash equivalents and money market funds
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17 Employee Benefit Plans and Employment Agreements continued

As of December 31 2011 and 2010 there were no Level assets in the employee pension plan There also were no changes

in the Level category during the years then ended

Supplemental Plans

The Company also has two supplemental plans that provide benefits to certain executives in excess of the primary plan

These plans are unfunded and represent general obligations of the Company We fund periodic benefit payments to retirees as

they become due under these plans from cash-flow from operations

The following tables set forth reconciliation of beginning and ending balances of the projected benefit obligation of the

Companys supplemental plans for the years ended December 31 2011 and 2010

Plans Projected Benefit Obligation

Service and interest cost accrual

Actuarial gain loss

Plan disbursements

Curtailment gain

Plan amendments

Change in projected benefit obligation

Projected benefit obligation beginning of year

Projected benefit obligation end of year

Plan assets less than projected benefit obligations end of year

Years Ended December 31

2011 2010

Supplemental Plan

Accumulated benefit obligation

141.2 133.3

Other liabilities

Years Ended December 31

2011 2010

Supplemental Plan

141.2 133.3

Amounts recognized in accumulated other comprehensive loss

consist of

in millions

Prior service credit cost

Net actuarial loss

Total

Years Ended December 31

2011 2010

Supplemental Plan

66.2 53.3

66.2 53.3

Amounts in accumulated other comprehensive loss that are expected to be recognized

as components of net periodic cost credit during the next fiscal year are as follows

in millions

Prior service credit cost

Net actuarial loss

Total

Supplemental

Plan

2.3

2.3

Changes in Plan Assets and Benefit Obligations

in millions

6.9
14.9

13.9

7.5

9.3
13.9

Amounts Recognized in Consolidated Balance Sheet

in millions

7.9 2.9

133.3 130.4

141.2 133.3

1i 133.3

F-5



17 Employee Benefit Plans and Employment Agreements continued

Components of Pension Benefit Expense
in millions

Service cost

Interest cost

Plan assets expected return

Net loss amortization

Prior service cost amortization

Curtailment expense benefit

Pension benefit expense

Other Post-Employment Benefits

Years Ended December 31
2011 2010 2009

We have historically provided our employees with other post-employment benefits that include health care and life insurance
In December 2009 we announced the decision to eliminate retiree medical

coverage for current employees whose age plus
years of service did not equal at least 65 as of March 31 2010 Employees who remain eligible must still meet all other plan
requirements to receive benefits In addition the

cap on the companys contribution to pre-65 retiree medical costs per
participant will be reduced beginning with the 2011 plan year

This decision affected benefits attributed to past service for employees that were not grandfathered into retiree
coverage as

well as the expected years of future service for the reduction in the
cap for retiree medical costs Both negative plan

amendment and curtailment were recognized as result of the plan changes

Components of Postretirement Benefit Expense
in millions

Service cost

Interest cost

Net gain amortization

Prior service cost amortization

Curtailment credit

Other postretirement benefit expense

Changes in Plan Accumulated Benefit Obligation

in millions

Service and interest cost accrued

Actuarial gain loss

Plan disbursements

Plan amendments

Curtailment gain

Change in projected benefit obligation

Projected benefit obligations beginning of year

Projected benefit obligations end of year

Amounts Recognized in Consolidated Balance Sheet

in millions

Other liabilities

Amounts Recognized in Accumulated Other Comprehensive Loss consist of
in millions

Prior service credit

Net actuarial gain

Total

Years Ended December 31
2011 2010 2009

0.4 1.1

3.9

0.2
1.0

_________________ 1.1

____________ _____________
2.7

Years Ended December 31
2011 2010

3.0
3.6

6.2

0.4

2.8

58.8 61.6

58.8 58.8

As of December 31
2011 2010

58.8 58.8

As of December 31
2011 2010

1.7 3.3
1.2 4.8

2.9 8.1

0.4 1.1

6.9 7.1 8.2

2.1 1.5 4.9

0.9

____________ 2.8
9.0 9.0 10.5

0.4

2.7

2.1

1.0

3.0

0.1
2.1

1.2

3.3
0.1

6.0
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17 Employee Benefit Plans and Employment Agreements continued

The postretirement benefit plan is unfunded and had projected benefit obligations of $58.8 million and $58.8 million as of

December 31 2011 and 2010 respectively We fund periodic benefit payments under this plan from cash flows from

operations as they become due

Gain amounts in accumulated other comprehensive loss that are expected to be recognized as components of net periodic

postretirement credits for the next fiscal
year are $1.3 million all of which relate to prior service cost

Employment Agreements and Restructuring Expense

We have entered into agreements with certain of our key executives that will in change in control provide separation

benefits upon the termination of the executives employment by us for reasons other than death disability cause or

retirement or by the executive for good reason as defined in the agreements The agreements provide this protection only

if the termination occurs following or is effectively connected with the occurrence of change of control of The Phoenix

Companies Inc as defined in the agreements Upon change in control we are required to make an irrevocable contribution

to trust as soon as possible following such change in control in an amount equal to pay such benefits payable under such

agreements

Savings Plan

The Companys employees are eligible to participate in savings plan under which designated contributions may be invested

in common stock of PNX Under this plan the Company contributes percentage of eligible base salary to the participants

account Expense recognized related to the savings plan was $5.0 million $5.1 million and $4.9 million in 20112010 and

2009 respectively

Additional Retirement Benefits

We have agreements with certain of our employees that provide for additional retirement benefits In the year ended

December 31 2011 the estimated liability for these agreements was $17.9 million

18 Share-Based Payment

We provide share-based compensation to certain of our employees and non-employee directors as further described below

The compensation cost that has been charged against income for these plans is summarized in the following table

Share-based Compensation Plans Years Ended December 31
in millions 2011 2010 2009

Compensation cost charged to income from continuing operations 1.2 3.7 2.6

Income tax expense benefit before valuation allowance 0.2 0.4 0.9

We did not capitalize any cost of stock-based compensation during the three years ended December 31 2011

Award modifications

In connection with the Virtus spin-off dividend outstanding stock option and RSU awards were modified through the

issuance of additional stock options and RSUs and the adjustment of the stock option exercise prices for existing awards For

each award outstanding the aggregate intrinsic value of the award immediately after the modification was the same as the

aggregate intrinsic value immediately before the modification The modifications were structured to preserve the value of the

awards upon completion of the spin-off and accordingly resulted in no additional compensation cost Also in connection

with the spin-off dividend awards to Virtus employees were cancelled
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18 Share-Based Payment continued

Stock options

Each option once vested entitles the holder to purchase one share of our common stock The employees options vest over

three-year period while the directors options vest immediately Once vested options become exercisable For stock options

awarded we recognize expense over the vesting period equal to their fair value at issuance We calculate the fair value of

options using the Black-Scholes option valuation model The Stock Incentive Plan authorizes the issuance to officers and

employees of up to that number of options equal to 5% of the total number of common stock shares outstanding immediately

after the initial public offering in June 2001 or approximately 5250000 shares plus an additional 1% or approximately

1050000 shares for officers and employees less the number of share options issuable under the Directors Stock Plan The

Directors Stock Plan authorizes the issuance to non-employee directors of up to that number of options equal to 0.5% or

approximately 525000 shares of the total number of common stock shares outstanding immediately after the initial public

offering in June 2001 plus 500000 shares bringing the total to approximately 1025000 shares There were no stock options

granted during 2011

Key Assumptions Used in Option Valuation Years Ended December 31
2010 2009

Expected term1 years years

Weighted-average expected volatility 31.0% 307.9%

Weighted-average interest rate 3.9% 2.5%

Weighted-average common share dividend yield 0.0% 0.0%

As result for the volatility of our stock price insufficient historical share option exercise experience exists therefore simplified

method for estimating stock option term was used

Summary of Stock Option Activity Year Ended December 31 2011

in millions except share data Weighted-

Weighted- Average

Average Remaining Aggregate

Common Exercise Contractual Intrinsic

Shares Price Term Value

Outstanding beginning of year 3742620 11.40 3.62

Granted

Exercised

Forfeited 175106 11.47

Canceledlexpired 11546 5.80
_____________

Outstanding end of year 3555968 11.42 2.79

Vested and exercisable end of year 3412174 11.78 2.56

Weighted-Average Fair Value Years Ended December 31
2011 2010 2009

Common Grant Date Common Grant Date Common Grant Date

Shares Fair Value Shares Fair Value Shares Fair Value

Options granted 220401 1.42 5000 0.53

There were no options exercised for the years ended December 31 2011 2010 and 2009 We issue new shares to satisf

option exercises

As of December 31 2011 $0.3 million of total compensation cost related to non-vested stock options was unrecognized

That cost is expected to be recognized over weighted-average period of 1.1 years

In addition to the stock option activity above 0.3 million stock options are subject to future issuance based on the

achievement of market criteria established under certain of our incentive plans The market contingencies for these stock

options will be resolved no later than June 30 2014
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18 Share-Based Payment continued

Restricted stock units and Restricted stock

We have RSU plans under which we grant RSUs to employees and non-employee directors RSUs granted to employees are

performance-vested time-vested or combination thereof Each RSU once vested entitles the holder to one share of our

common stock when the restriction expires We recognize compensation expense over the vesting period of the RSUs which

is generally three years for each award

Summary of RSU Activity Years Ended December 31 2011

Time-Vested Performance-Contingent

Weighted- Weighted-

Average Average

Grant Date Grant Date

Number Fair Value Number Fair Value

Outstanding beginning of year 1057600 3.22 1636211 2.71

Awarded 428523 1.81 238095 2.52

Adjustment for performance results 90353 2.82

Conversion of performance-contingent awards 1275114 2.84 1275114 2.84

Converted to common shares/applied to taxes 236091 2.82 43433 2.82

Forfeited 57607 2.73 12311 2.84

Outstanding end of year 2467539 2.83 453095 2.20

The shares underlying these awards will be issued upon vesting unless the participant elects to defer receipt Deferred awards

will be issued on each employees and each directors respective termination or retirement We issue new shares to satisf

RSU conversions

RSUs Awarded Years Ended December 31
2011 2010 2009

Weighted- Weighted- Weighted-

Average Average Average

Grant Date Grant Date Grant Date

Number Fair Value Number Fair Value Number Fair Value

Time-vested RSUs awarded 428523 1.81 346563 2.32 551278 2.16

Performance-contingent

RSUs awarded 238095 2.52 1389491 2.84 215000 1.85

RSU Values Years Ended December 31
in millions 2011 2010 2009

Intrinsic value of RSUs converted 0.7 1.4 3.3

Total grant date fair value of RSUs vested converted to common shares 2.8 4.4 13.0

As of December 31 2011 $1.9 million of total compensation cost related to service-vested RSU awards was unrecognized

That cost is expected to be recognized over weighted-average period of 0.7 years

In addition to the RSU activity above 0.2 million RSUs are subject to future issuance based on the achievement of market

criteria established under certain of our incentive plans The market contingencies for these RSUs will be resolved no later

than June 30 2012
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19 Earnings Per Share

Shares Used in Calculation of Earnings Per Share

shares in thousands

Weighted-average common shares outstanding

Weighted-average effect of dilutive potential common shares

Restricted stock units

Employee stock options

Potential common shares

Less Potential common shares excluded from calculation due to net losses

Dilutive potential common shares

Weighted-average common shares outstanding including

dilutive potential common shares 117964 116340 116473

As result of the net loss from continuing operations for the years ended December 31 2010 and 2009 we are required to

use basic weighted average common shares outstanding in the calculation of diluted earnings per share for those periods

since the inclusion of shares of restricted stock units and options would have been anti-dilutive to the earnings per share

calculation

20 Segment Information

in managing our business we analyze segment performance on the basis of operating income which does not equate to net

income as determined in accordance with GAAP Rather it is the measure of profit or loss used by the Chief Executive

Officer as well as management to evaluate performance allocate resources and manage our operations Operating income is

calculated by excluding realized investment gains losses and certain other items because we do not consider them to be

related to the operating performance of our segments The size and timing of realized investment gains and losses are often

subject to our discretion We have also excluded the tax expense or benefit attributable to continuing operations because of

the GAAP intraperiod tax accounting rules applied to the Companys operating results

Segment Information on Revenues

in millions

Life and Annuity51

Saybrus Partners2

Less Intercompany revenues

Total revenues

Years Ended December 31
2011 2010 2009

1842.2 1985.5

18.2 3.3

1916.5

10.7 2.5

1849.7 1986.3 1916.5

Includes intercompany interest revenue of $0.6 million and $0.2 million for the years ended December 31 2011 and 2010 There was no

intercompany interest revenue during the year ended December 2009

includes intercompany commission revenue of $11.3 million and $2.7 million for the years ended December31 2011 and 2010 There

was no intercompany commission revenue for the year ended December 31 2009

All intercompany balances are eliminated in consolidating the financial statements

Results of Operations by Segment as Reconciled to Consolidated Net Income

in on/lions

Years Ended December 31
2011 2010 2009

Life and Annuity operating income

Saybrus Partners operating income

Less Applicable income tax expense benefit

Income from discontinued operations net of income taxes

Net realized investment losses

Deftrred policy acquisition cost and policy dividend obligation impacts net of taxes

Jet income loss

49.5 7.5

1.3 21.7

1.9 10.1
22.0 12.0

16.4 9.9
0.2 10.6

8.1 12.6

19.4

7.8
108.9

123.0

102.2

42.3

319.0

We have not provided asset information for the segments as the assets attributable to Saybrus are not significant relative to

the assets of our consolidated balance sheet All of our interest revenue and interest
expense reside within the Life and

Annuity segment

Years Ended December 31

2011 2010 2009

116537 116340 116473

1422 295 848

1427 298 850

298 850
1427

F-60



21 Discontinued Operations

PFG Holdings Inc

On January 2010 we signed definitive agreement to sell PFG and its subsidiaries including AGL Life Assurance

Company to Tiptree Because of the divestiture these operations are reflected as discontinued operations On June 23 2010

we completed the divestiture of PFG and closed the transaction

The definitive agreement contains provision requiring us to indemnif5 Tiptree for any losses due to actions resulting from

certain specified acts or omissions associated with the divested business prior to closing There has been litigation filed that

falls within this provision of the agreement We intend to defend these matters vigorously

There were no assets or liabilities on the balance sheet identified as discontinued operations related to PFG at December

2011 and 2010

Summarized Statement of Income for PFG Holdings Inc Years Ended December 31

in millions 2011 2010 2009

Tota revenues 25.6 22.5

Loss recognized on anticipated sale 22.7

Other benefits and expenses 3.0 11.4 48.3

Earnings before taxes 3.0 14.2 48.5
Income tax expense

Net income loss from discontinued operations 3.0 14.2 48.5

During the year ended December 31 2011 net loss of $3.0 million was recognized primarily related to accrued legal fees

attributable to these matters

During the year ended December 31 2010 net income of $14.2 million was recognized This reflects the conection of an

error in 2010 of $15.6 million see Note to these financial statements for additional information

Other benefits and expenses for 2009 include goodwill impairment charges of $27.0 million before taxes This impairment

during the third quarter of 2009 was caused by decrease in sales and ratings downgrades

Phoenix Lfe and Reassurance Company of New York

Included in the January 42010 agreement with Tiptree was provision for the purchase of PLARNY pending regulatory

approval On September 24 2010 approval was obtained from the State of New York Insurance Department for Tiptree and

PFG Holdings Acquisition Corporation to acquire PLARNY The transaction closed on October 2010 Because of the

divestiture these operations are reflected as discontinued operations We have reclassified prior period financial statements to

conform to this change

No net income related to PLARNY was recognized during the year ended December 31 2011 Net income of $1.0 million

and $0.3 million was recognized during the
years

ended December 31 2010 and 2009 respectively As of December 31

2011 and 2010 there were no assets or liabilities related to PLARNY reflected as discontinued operations on the balance

sheet As of December 31 2009 $13.7 million of assets and $0 million of liabilities were reflected as discontinued

operations on the balance sheet Prior to the closing of the transaction PLARNY made dividend distribution in the fourth

quarter of 2010 of $10.0 million to its parent company PM Holdings Inc in accordance with the sales agreement loss of

$0.1 million was recognized during the year ended December 31 2010 related to this transaction

Spin-Off of Virtus

On December 31 2008 we distributed 100% of Virtus common stock to our stockholders other than shares withheld to

satisfy certain withholding obligations Since the spin-off we and Virtus are independent of each other and have separate

boards of directors and management

F-6



21 Discontinued Operations continued

As of December 31 2011 and 2010 there were no assets or liabilities remaining on the balance sheet identified as

discontinued operations related to Virtus As of December 31 2009 the net loss from discontinued operations related to

Virtus was $3.1 million which was comprised of additional expenses incurred during the first quarter of 2009 related to the

spin-off

Discontinued Reinsurance Operations

In 1999 we discontinued our reinsurance operations through combination of sale reinsurance and placement of certain

retained
group

accident and health reinsurance business into run-off We adopted formal plan to stop writing new contracts

covering these risks and to end the existing contracts as soon as those contracts would permit However we remain liable for

claims under contracts which have not been commuted

We have established reserves for claims and related expenses that we expect to pay on our discontinued group accident and

health reinsurance business These reserves are 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 from our retrocessionaires and the likely legal and administrative costs of winding

down the business Losses of$ 19.0 million in 2011 $3.2 million in 2010 and $71.7 million in 2009 were recognized

primarily related to adverse developments which occurred during these respective years See Note 24 to these financial

statements for additional discussion on remaining liabilities of our discontinued reinsurance operations

22 Phoenix Life Statutory Financial Information and Regulatory Matters

Our insurance subsidiaries are required to file with state regulatory authorities annual statements prepared on an accounting

basis prescribed or permitted by such authorities

As of December 31 2011 statutory surplus differs from equity reported in accordance with GAAP for life insurance

companies primarily as follows

policy acquisition costs are expensed when incurred

impairments on investments are based on different assumptions

surplus notes are included in surplus rather than debt

postretirement benefit
expense

allocated to Phoenix Life relate only to vested participants and expense is based on

different assumptions and reflect different method of adoption

life insurance reserves are based on different assumptions and

deferred tax assets are limited to amounts reversing in specified period with an additional limitation based upon

10% or 15% of statutory surplus dependent on meeting certain risk-based capital RBC thresholds

Statutory Financial Data for Phoenix Life As of or for the Years Ended December 31

in millions 2011 2010 2009

Statutory capital surplus and surplus notes 728.8 658.5 517.2

Asset valuation reserve AVR 116.9 104.7 57.0

Statutory capital surplus surplus notes and AVR 845.7 763.2 574.2

Statutory gain from operations 130.5 147.8 29.2

Statutory net income loss 95.0 139.8 59.9

New York Insurance Law requires that New York life insurers report their RBC RBC is based on formula calculated by

applying factors to various assets 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 New York Insurance

Law gives the NYDFS explicit regulatory authority to require various actions by or take various actions against insurers

whose total adjusted capital does not exceed certain RBC levels Each of the U.S insurance subsidiaries of Phoenix Life is

also subject to these same RBC requirements Phoenix Life and each of its insurance subsidiaries RBC was in excess of

200% of Company Action Level the level where life insurance enterprise must submit comprehensive plan to state

insurance regulators as of December 31 2011 and 2010
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22 Phoenix Life Statutory Financial Information and Regulatory Matters continued

Our primary sources of liquidity are dividends from Phoenix Life Under New York Insurance Law Phoenix Life is

permitted to pay stockholder dividends in any calendar year without prior approval from the NYDFS in the amount of the

lesser of 10% of Phoenix Lifes surplus to policyholders as of the immediately preceding calendar year or Phoenix Lifes

statutory net gain from operations for the immediately preceding calendar year not including realized capital gains Phoenix

Life paid $64.8 million in dividends in 2011 and under the above formula would be able to pay $71.8 million in dividends in

2012

23 Premises and Equipment

Cost and Carrying Value of Premises and Equipment As of December 31
in millions 2011 2010

Carrying Carrying

Cost Value Cost Value

Real estate 89.9 25.9 89.7 26.5

Equipment 89.5 22.6 98.9 30.4

Leasehold improvements 1.3 0.2

Premises and equipment cost and carrying value 180.7 48.7 188.6 56.9

Accumulated depreciation and amortization 132.0 131.7

Premises and equipment 48.7 56.9

Depreciation and amortization expense for premises and equipment for 20112010 and 2009 totaled $12.6 million $1 1.1

million and $26.3 million respectively complete inventory of premises and equipment was undertaken in 2010 which

resulted in an adjustment to cost and accumulated depreciation related to fully depreciated assets no longer in use

Rental
expenses for operating leases principally with respect to buildings amounted to $1.2 million $1.6 million and $2.2

million in 2011 2010 and 2009 respectively Future minimum rental payments under non-cancelable operating leases were

$18.6 million as ofDecember 31 2011 payable as follows in 2012 $1.6 million in 2013 $1.4 million in 2014 $1.3

million in 2015 $1.3 million in 2016 $1.3 million and thereafter $11.7 million These obligations include amounts for

leased property of our discontinued operations of $0.2 million in 2010 All future obligations for leased property of our

discontinued operations were assumed by the buyer upon the completion of the sale on June 23 2010 See Note 21 to these

financial statements for additional information

24 Contingent Liabilities

Spin-off

We entered into Separation Agreement Plan of Reorganization and Distribution by and between Virtus the Separation

Agreement and us on December 18 2008 In addition to other matters the Separation Agreement requires Virtus to retain

all litigation arbitration and regulatory matter liabilities related to Virtus its subsidiaries and our historical asset management

business with certain limited exceptions the Liabilities Based on current information and considering the retention of

the Liabilities by Virtus we do not believe that the outcome of the litigation arbitration and regulatory matters related to the

Liabilities are likely either individually or in the aggregate to have material adverse effect on our consolidated financial

condition or to have material adverse effect on our consolidated financial statements in particular quarterly or annual

periods

Litigation and Arbitration

We are regularly involved in litigation and arbitration both as defendant and as plaintiff The litigation and arbitration

naming us as defendant ordinarily involves our activities as an insurer employer investor or investment advisor
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24 Contingent Liabilities continued

It is not feasible to predict or determine the ultimate outcome of all legal or arbitration proceedings or to provide reasonable

ranges of potential losses Based on current information we believe that the outcomes of our litigation and arbitration matters

are not likely either individually or in the aggregate to have material adverse effect on our consolidated financial

condition However given the large or indeterminate amounts sought in certain of these matters and the inherent

unpredictability of litigation and arbitration it is possible that an adverse outcome in certain matters could from time to time

have material adverse effect on our consolidated financial statements in particular quarterly or annual periods

The definitive agreement to sell PFG contains provision requiring us to indemnify Tiptree for any losses due to actions

resulting from certain specified acts or omissions associated with the divested business prior to closing There has been

litigation filed that falls within this provision of the agreement We intend to defend these matters vigorously

Carol Curran et al AGL LIŁ Assurance Co et al is case filed in the state district court in Boulder County Colorado

that falls under the indemnification with Tiptree The Company is not party to the lawsuit On August 2011 the state

district court judge certified class action On October 18 2011 the Colorado Supreme Court granted defendants petition to

determine whether the Securities Litigation Uniform Standards Act deprives the state court ofjurisdiction of the class action

as certified and issued stay of the state court proceedings On January 17 2012 the Colorado Supreme Court dismissed the

appeal without reaching the merits The trial court proceedings will now continue The outcome of this litigation and the

amount or range of potential loss are uncertain

Regulatory Matters

State regulatory bodies the Securities and Exchange Commission the SEC the Financial Industry Regulatory Authority

FINRA the IRS and other regulatory bodies regularly make inquiries of us and from time to time conduct examinations

or investigations concerning our compliance with laws and regulations related to among other things our insurance and

broker-dealer subsidiaries securities offerings and registered products We endeavor to respond to such inquiries in an

appropriate way and to take corrective action if warranted

Regulatory actions may be difficult to assess or quantify The nature and magnitude of their outcomes may remain unknown

for substantial periods of time It is not feasible to predict or determine the ultimate outcome of all pending inquiries

investigations legal proceedings and other regulatory actions or to provide reasonable
ranges

of potential losses Based on

current information we believe that the outcomes of our regulatory matters are not likely either individually or in the

aggregate to have material adverse effect on our consolidated financial condition However given the inherent

unpredictability of regulatory matters it is possible that an adverse outcome in certain matters could from time to time have

material adverse effect on our consolidated financial statements in particular quarterly or annual periods

Unclaimed Properti Inquiry

On July 2011 the State of New York Insurance Department issued letter 308 Letter requiring life insurers doing

business in New York to use data available on the U.S Social Security Administrations Death Master File or similar

database to identify instances where death benefits under life insurance policies annuities and retained asset accounts are

payable to locate and pay beneficiaries under such contracts and to report the results of the use of the data Additionally the

insurers are required to report on their success in finding and making payments to beneficiaries or escheatment of funds

deemed abandoned under state laws We have completed our investigation and analysis and estimate the amount of claim and

interest payments to beneficiaries or states to be $11.4 million $3.6 million after policy dividend obligation and deferred

policy acquisition cost offsets This amount has been recorded in policy liabilities and accruals

Discontinued Reinsurance Operations

In 1999 we discontinued our reinsurance operations through combination of sale reinsurance and placement of certain

retained group accident and health reinsurance business into run-off We adopted formal plan to stop writing new contracts

covering these risks and to end the existing contracts as soon as those contracts would permit However we remain liable for

claims under contracts which have not been commuted
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24 Contingent Liabilities continued

For example we participate in workers compensation reinsurance pool formerly managed by Unicover Managers Inc

Unicover The pool ceased accepting new risks in early 1999 Further we were retrocessionaire meaning reinsurer of

other reinsurers of the Unicover pool We have been involved in disputes relating to the activities of Unicover These

disputes have been substantially resolved or settled

Our discontinued
group accident and health reinsurance operations also include other non-Unicover workers compensation

reinsurance contracts and personal accident reinsurance contracts including contracts assumed in the London market We
have been engaged in arbitrations disputes or investigations with several ceding companies over the validity of or amount of

liabilities assumed under their contracts These arbitrations disputes or investigations have been substantially resolved or

settled

We bought retrocessional reinsurance for significant portion of our assumed reinsurance liabilities Some of the

retrocessionaires have disputed the validity of or amount of liabilities assumed under their contracts with us Most of these

disputes with retrocessionaires have been resolved or settled

We have established reserves for claims and related expenses that we expect to pay on our discontinued group accident and

health reinsurance business These reserves are 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 from our retrocessionaires and the likely legal and administrative costs of winding
down the business

We expect our reserves and reinsurance to cover the run-off of the business however unfavorable or favorable claims and/or

reinsurance
recovery experience is reasonably possible and could result in our recognition of additional losses or gains

respectively in future years Given the uncertainty associated with litigation and other dispute resolution proceedings as well

as the lack of sufficient claims information the range of any reasonably possible additional future losses or gains is not

currently estimable However it is our opinion based on current information and after consideration of the provisions made

in these consolidated financial statements that any future adverse or favorable development of recorded reserves and/or

reinsurance recoverables will not have material adverse effect on our consolidated financial position Nevertheless it is

possible that future developments could have material adverse effect on our consolidated financial statements in particular

quarterly or annual periods

Our total policy liabilities and accruals were $59.1 million and $49.7 million as of December 31 2011 and 2010
respectively Our total amounts recoverable from retrocessionaires related to paid losses were $2.0 million and $9.1 million

as of December 31 2011 and 2010 respectively Losses of$l9.0 million in 2011 $3.2 million in 2010 and $71.7 million in

2009 were recognized During 2011 the Company strengthened reserves to reflect developments in the contracts underlying

the block During 2010 and 2009 we received and evaluated additional claims information that became available from

certain ceding companies In 2009 dispute with ceding company that had been the subject of arbitration and commuted

certain contracts with other ceding companies was resolved

25 Other Commitments

During 2008 we announced an amendment to our agreement under with HP Enterprise Services related to the management
of our infrastructure services The amendment covered the year 2009 to 2015 We have four years remaining on the

agreement The remaining commitment total is $62.3 million

As part of its normal investment activities the Company enters into agreements to fund limited partnerships that make debt

and equity investments As of December 31 2011 the Company had unfunded commitments of $214.7 million under such

agreements of which $65.3 million is expected to be funded by December 31 2012

In addition the Company enters into agreements to purchase private placement investments At December 31 2011 the

Company had open commitments of $30.4 million under such agreements which are expected to be funded by December 31
2012
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26 Condensed Financial Information of The Phoenix Companies Inc

summary of The Phoenix Companies Inc parent company only financial information follows

2.1

1557.9

22.2

133.3

33.7

1789.3

269.6

331.9

32.3

633.8

1155.5

1789.3

Parent Company Results of Operations

hi mu/mm

Revenues

Dividends received from subsidiary Phoenix Life

Equity in undistribLited earnings of subsidiaries

Investment income

Net realized investment gains losses

Total revenues

Interest expense

Other operating expenses

Total expenses

LOSS hefbre income taxes

Income tax expense benefit

Income loss from continuing operations

Income loss from discontinued operations of subsidiaries

Net income loss

Years Ended December 31

2011 2010 2009

64.8 25.0

136.8 93.3 58.8

2.8 1.9 1.6

3.4 3.3 4.8

65.8 63.1 52.4

20.4 20.4 20.6

3.5 10.4 2.0

23.9 30.8 22.6

89.7 93.9 75.0

119.8 69.3 121.0

30.1 24.6 196.0

22.0 12.0 123.0

8.1 12.6 319.0

Parent Company Cash Flows

in iou//jo ns

Operating Activities

Cash dividends received from subsidiary

Investment income received

Interest income taxes and other expenses paid net

Cash provided by operating activities

Debt Security sales purchases net

Advances and capital contributions to subsidiaries

Proceeds from the sale and purchase of subsidiaries

Cash provided by used for investing activities

Repayment of debt

Common stock issuance

Common stock dividend paid

Cash used for financing activities

Change in cash and cash equivalents

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Years Ended December 31
2011 2010 2009

Parent Company Financial Position

in Oh//buS

Assets

Available-for-sale debt securities at fair value

Cash and cash equivalents

Investments in subsidiaries

Advances to subsidiaries

Deferred income taxes

Other assets

Total assets

Uabilities and Stockholders Equity

Indebtedness Note

Accrued pension and postemployment benefits Note 17

Other liabilities

Total liabilities

Total stockholders equity

Total liabilities and stockholders equity

As of December 31
2011 2010

40.140.1

52.5

1337.5

18.1

264.5

29.5

1742.2

268.6

315.7

31.7

616.0

1126.2

1742.2

64.8 25.0

1.4 1.8 1.6

21.4 17.6 7.5

44.8 9.2 9.1

8.0 10.0 24.6

2.7 25.5 4.3
1.0 7.8 0.4

6.3 7.7 29.3

0.7 13.3

0.1

0.7 13.2

50.4 1.5 33.4

2.1 0.6 34.0

52.5 2.1 0.6
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27 Supplemental Unaudited Quarterly Financial Information

The following tables reflect unaudited summarized quarterly financial results during the years ended December 31 2011 and

2010

Summarized Selected Quarterly Financial Data Quarter Ended

in millions except per share amounts Mar 31 June 30 Sept 30 Dec 31
2011

Revenues 449.4 477.8 472.1 450.4

Benefits and expenses 454.3 463.3 442.3 457.8

Income tax expense benefit 0.3 9.4 6.7 0.5

Income loss from continuing operations 4.6 5.1 36.5 6.9

Income loss from discontinued operations2 1.5 0.7 4.7 15.1

Net income loss 6.1 4.4 31.8 22.0

Earnings per share

Basic 0.05 0.03 0.27 0.19
Diluted 0.05 0.03 0.27 0.19

Income from continuing operations for the third quarter of 2011 reflected positive mortality experience and lower deferred policy

acquisition cost amortization as result of negative market performance Fourth quarter 2011 reflects approximately $15.4 million

associated with the correction of errors related to various prior years which decreased income from continuing operations in the

current period These out-of-period adjustments include the establishment of an $11.5 million liability for certain retirement benefits

predating Phoenixs 2001 demutualization identified as part of comprehensive balance sheet review completed in the fourth quarter

of 2011 This adjustment was partially offset by several unrelated reserve and accrual corrections

Net income from discontinued operations in the fourth quarter of 2011 reflected the strengthening of reserves related to our

discontinued reinsurance operations to reflect developments in the contracts underlying the block

Summarized Selected Quarterly Financial Data Quarter Ended

in millions except per share amounts Mar 31 June 30 Sept 30 Dec 31
2010

Revenues 497.0 533.7 467.9 487.7

Benefits and expenses
482.9 538.7 500.7 498.7

Income tax expense benefit 0.2 0.3 7.7 2.3

Income loss from continuing operations 13.9 4.7 25.1 8.7

Income loss from discontinued operations2 0.2 15.0 0.1 2.9

Net income loss 13.7 10.3 25.0 11.6

Earnings per share

Basic 0.12 0.09 0.22 0.10
Diluted 0.12 0.09 0.22 0.10

Included in the loss for the third quarter of 2010 was the acceleration of deferred policy acquisition cost amortization due to the

unlocking which resulted in the acceleration of amortization of $46.4 million

Net income from discontinued operations in the second quarter of 2010 reflects the correction of an error of $15.6 million which

decreased the estimated loss on the sale of PFG that was initially recorded in the fourth quarter of 2009 See Note 20 to these financial

statements for additional information
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28 Subsequent Events

On January 13 2012 A.M Best Company Inc affirmed our financial strength rating of and our senior debt rating of bb-

They changed their outlook on our ratings from stable to positive
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