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The discussion in this 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 include statements
relating to trends in, or representing management’s beliefs about our future strategies, operations and financial
results, as well as other statements including, but not limited to, words such as “anticipate,” “believe,” “plan,”
“estimate,” “expect,” “intend,” “may,” “should” and other similar expressions. Forward-looking statements are made
based upon management’s current expectations and beliefs concerning trends and future developments and their
potential effects on us. They are not guarantees of future performance. Actual results may differ materially from
those suggested by forward-looking statements as a result of risks and uncertainties which include, among others:
(i) unfavorable general economic developments including, but not limited to, specific related factors such as the
performance of the debt and equity markets and changes in interest rates; (ii) the effect of continuing adverse
capital and credit market conditions on our ability to meet our liquidity needs, our access to capital and our cost of
capital; (iii) the possibility of losses due to defaults by others including, but not limited to, issuers of fixed income
securities; (iv) changes in our investment valuations based on changes in our valuation methodologies, estimations
and assumptions; (v) the effect of guaranteed benefits within our products; (vi) the consequences related to
variations in the amount of our statutory capital due to factors beyond our control; (vii) downgrades in our debt or
financial strength ratings; (viii) the possibility that mortality rates, persistency rates, funding levels or other factors
may differ significantly from our pricing expectations; (ix) the availability, pricing and terms of reinsurance coverage
generally and the inability or unwillingness of our reinsurers to meet their obligations to us specifically; (x) our
dependence on non-affiliated distributors for our product sales; (xi) our dependence on third parties to maintain
critical business and administrative functions; (xii) our ability to attract and retain key personnel in a competitive
environment; (xiii) the strong competition we face in our business from banks, insurance companies and other
financial services firms; (xiv) our reliance, as a 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; (xv) the potential need to fund deficiencies in our Closed
Block; (xvi) tax developments that may affect us directly, or indirectly through the cost of, the demand for or
profitability of our products or services; (xvii) the possibility that the actions and initiatives of the U.S. Government,
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 (xviii) other legislative or regulatory
developments; (xix) legal or regulatory actions; (xx) changes in accounting standards; (xxi) the potential effects of
the spin-off of our former asset management subsidiary; (xxii) the potential effect of a material weakness in our
internal control over financial reporting on the accuracy of our reported financial results; and (xxiii) other risks and
uncertainties described herein or in any of our filings with the SEC. We undertake no obligation to update or revise
publicly any forward-looking statement, whether as a result of new information, future events or otherwise.




Dear Shareholder,

2008 was a year that challenged us like no other in our long history. Despite
this, you should know two things:

1. Our company remains healthy by the metrics used to gauge the strength
of a life insurance business — persistency, mortality, capital and liquidity.
In fact, we believe this year’s results do not indicate the underlying strength
and financial flexibility that will see us through this difficult time.

2. Phoenix’s management and employees, supported by our Board, are
aggressively responding to our immediate challenges by implementing a
new business strategy and tight control of our expenses, as we reposition the
company to compete effectively in this new world and, over time, grow again.

Our priorities are simple: to preserve value for shareholders and deliver the
financial security our policyholders expect. These priorities continue to guide
our actions and mold the strategy we are pursuing so we can continue to
preserve capital, liquidity and financial flexibility, reduce expenses further and fundamentally reposition our business
to compete under very changed circumstances.

In response to the current industry environment, we have developed and are in the process of implementing a
new business strategy, which builds on and leverages our considerable strengths in life insurance for the affluent
marketplace. Our core competencies encompass our deep market knowledge and innovative product design and
delivery — particularly for complex, multi-life products — disciplined underwriting and mortality management. In
addition, our new strategy is less sensitive to ratings and not dependent on particular distribution partners. It has
three components:

e Private labeling. This builds on our partnering skills and manufacturing expertise to design and develop customized,
sophisticated products to be sold under another company’s name to fill gaps in their product offerings and do so
at a more reasonable cost than that company could do on its own.

® Expansion of our alternative retirement products. This leverages our innovation, particularly around longevity
issues, to address retirement needs that will continue to grow despite the current financial climate. Our longevity
product incorporates features designed for annuities into other investment products, and we expect to be first in
the market.

* Development of new distribution channels for core product offerings. This focuses on such distribution channels
as fee-based advisors and independent agents, who turn to Phoenix for our value-added services to help them
grow their businesses, something scale players do not provide because they focus on larger agent/advisor groups.

We see this strategy as a logical next step, because it is based on what we have been investing in and building
toward for the last few years. We are also realistic about what it will take to execute this strategy, and that success
will not come immediately. However, the very nature of our business is about a long-term view, and that sense of
long-term stewardship has guided us through many market cycles over our long 158-year history.

Phoenix is moving with appropriate speed and focus and, most of all, with confidence. Our Board, management
team, and all Phoenix employees fully understand the challenges ahead. And, we are approaching them pragmatically
in order to maintain our financial strength and flexibility and make it through this tough time.

We thank you for your patience and look forward to keeping you informed on our progress.

Dona D. Young
Chairman, President and
Chief Executive Officer
March 5, 2009
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Unless otherwise stated, at all times on and after June 25, 2001, the effective date of Phoenix Home Life Mutual Insurance
Company’s demutualization, “Phoenix,” “we,” “our” or “us” means The Phoenix Companies, Inc. (the “Company” or
“PNX”) and its direct and indirect subsidiaries. At all times prior to June 25, 2001, “we,” “our” or “us” means Phoenix
Home Life Mutual Insurance Company (which has been known as Phoenix Life Insurance Company since June 25, 2001) and
its direct and indirect subsidiaries. Furthermore, “Phoenix Life” refers to Phoenix Life Insurance Company, “Life
Companies” refers to Phoenix Life and its direct and indirect subsidiaries and “Virtus” refers to Virtus Investment Partners,

Inc. and its direct and indirect subsidiaries.

PART 1
Item 1. Business
Description of Business

We provide life insurance and annuity products through a variety of third-party financial professionals and intermediaries,
supported by wholesalers and financial planning specialists employed by us. These products and services reflect a particular
focus on the high-net-worth and affluent market. Our life insurance product line is focused on permanent life insurance
(universal and variable universal life) insuring one or more lives, but we also offer a portfolio of term life insurance products.
Our annuity products include deferred and immediate variable annuities with a variety of death benefit and guaranteed living
benefit options.

In the first quarter of 2009, we announced a strategic repositioning of our business. We intend to build our future business by
leveraging existing manufacturing strengths and partnering capabilities in ways that will be less capital intensive and ratings
sensitive. We have developed a three-pronged strategy that shifts the focus of new business development to private labeling,
expanding alternative retirement product offerings, and developing new distribution channels for core product offerings.

On December 31, 2008, we completed the spin-off of our asset management business through a distribution of common stock
of our majority-owned subsidiary, Virtus, formerly known as Phoenix Investment Partners, Ltd., to our shareholders. See
“Spin-Off of Asset Management Business” below for additional information. Prior to the spin-off of Virtus, we operated two
businesses and reported our results in two corresponding operating segments—Life and Annuity and Asset Management. In
addition to the two segments, we separately reported results for corporate operations that were not allocated to business
segments. As of December 31, 2008, we report our results in one reporting unit. In this Annual Report on Form 10-K, we
have presented results for all periods in conformity with this revised reporting unit structure.

SUMMARY OF BUSINESSES
December 31, 2008

Market Presence Distribution Channels Products Offered

Universal life insurance
Variable universal life insurance
Term life insurance

Variable annuities

e $62.3 billion of net life insurance
in force

e $6.9 billion of annuity assets
under management

National and regional broker-dealers
Financial planning firms

Advisor groups

Insurance companies

Brokerage general agencies Immediate annuities

Principal operating subsidiaries: Banks Private placement life insurance
e Phoenix Life Insurance Company and annuities

e PHL Variable Insurance Company

e AGL Life Assurance Company

Our business offers a variety of life insurance and annuity products through third-party distributors. We believe our
competitive advantage includes:

competitive and innovative products;

underwriting and mortality risk management expertise;

partnering capabilities; and

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



Products
Life Products

Our life insurance products include universal life, variable universal life, term life and other insurance products. We offer
single life, first-to-die and second-to-die products. Under first-to-die policies, up to five lives may be insured with the policy
proceeds paid after the death of the first of the five insured lives. Second-to-die products are typically used for estate planning
purposes and insure two lives rather than one, with the policy proceeds paid after the death of both insured individuals.

Universal Life: Universal life products provide insurance coverage and may allow the policyholder to increase or decrease
the amount of death benefit coverage over the term of the policy. They also may allow the policyholder to adjust the
frequency and amount of premium payments. Premiums, net of expenses, and the resulting accumulated account balances are
allocated to our general account for investment. The policyholder’s account earns interest at rates determined by us, subject
to certain minimums. Specific charges are made against the account 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 be
adjusted by us but may not exceed contractual limits.

Some universal life products provide secondary guarantees that protect the policy’s death benefit even if there is insufficient
value in the policy to pay the monthly charges and mortality costs. These secondary guarantees are provided through a
“shadow account” design, which provides for a monthly test that determines if the policy will remain in effect when the
policy’s cash value is insufficient to cover monthly charges. In 2008, 10% of universal life sales contained secondary
guarantees.

We also offer an indexed universal life product that provides death benefit protection and the opportunity to invest policy
value in any combination of three different accounts. It can be allocated to a fixed account that earns interest at a declared
rate or in two indexed accounts that earn an annual index credit based on the positive performance of the S&P 500 Index.

Variable Universal Life: Like universal life products, variable universal life products provide insurance coverage and may
allow the policyholder to increase or decrease the amount of death benefit coverage over the term of the policy. They also
may allow the policyholder to adjust the frequency and amount of premium payments. Premiums, net of expenses, and the
resulting accumulated account balances may be directed into a 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. 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 policyholder’s 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 be adjusted by us but may not
exceed contractual limits.

With some variable universal products, maintaining a certain premium level provides the policyholder with guarantees that
protect the policy’s death benefit if, due to adverse investment experience, the policyholder’s account balance is zero.

Term Life: Term life insurance provides a guaranteed benefit upon the death of the insured within a specified time period, in
return for the periodic payment of premiums. Specified coverage periods range from one to 30 years, but not longer than the
period over which premiums are paid. Premiums may be level for the coverage period or may vary. Term insurance products
are sometimes referred to as pure protection products, in that there are normally no savings or investment elements. Term
contracts generally expire without value at the end of the coverage period. Our term insurance policies allow policyholders to
convert to permanent coverage within a limited period of time, generally without evidence of insurability.

We offer a return-of-premium rider on many of our term products. In exchange for higher periodic premium payments, this
rider provides for the return of cumulative premiums paid, for both the term insurance coverage and rider, at the end of the
specified coverage period (e.g., 10, 20 or 30 years). After a specified number of years, the policyholder can terminate
coverage prior to the end of the specified coverage period and receive a portion of the cumulative premiums paid.









At the end of each reporting period, we review all securities for potential recognition of an other-than-temporary impairment.
We maintain a watch list of securities in default, near default or otherwise considered by our investment professionals as
being distressed, potentially distressed or requiring a heightened level of scrutiny. We also identify all securities whose
carrying value has been below amortized cost on a continuous basis for zero to six months, six months to 12 months and
greater than 12 months. Using this analysis, coupled with our watch list, we review all securities whose fair value is less than
80% of amortized cost (significant unrealized loss) with emphasis on below investment grade securities with a continuous
significant unrealized loss in excess of six months. In addition, we review securities that experienced lesser declines in value
on a more selective basis to determine whether any are other-than-temporarily impaired.

Our assessment of whether an investment in a debt or equity security is other-than-temporarily impaired includes whether the
issuer has:

defaulted on payment obligations;

declared that it will default at a future point outside the current reporting period;

announced that a restructuring will occur outside the current reporting period;

severe liquidity problems that cannot be resolved;

filed for bankruptcy;

a financial condition which suggests that future payments are highly unlikely;

a deteriorating financial condition and quality of assets;

sustained significant losses during the current year;

announced adverse changes or events such as changes or planned changes in senior management, restructurings, or a
sale of assets; and/or

e been affected by any other factors that indicate that the fair value of the investment may have been negatively
impacted.

A debt security impairment is deemed other-than-temporary if:

e we do not have the ability and intent to hold an investment until a forecasted recovery of fair value up to (or beyond)
the cost of the investment which, in certain cases, may mean until maturity; or

e it is probable that we will be unable to collect all amounts due according to the contractual terms of the debt
security.

Impairments due to deterioration in credit that result in a conclusion that non-collection is probable 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 do not result in a conclusion that non-collection of contractual principal and interest is probable)
may also result in a conclusion that an other-than-temporary impairment has occurred.

Further, in situations where the Company has asserted its ability and intent to hold a security to a forecasted recovery, but
now no longer has the ability and intent to hold until recovery, an impairment should be considered other-than-temporary,
even if collection of cash flows is probable. The determination of the impairment is made when the assertion to hold to
recovery changes, not when the decision to sell is made.

In determining whether collateralized securities are impaired, we obtain underlying mortgage data from the security’s trustee
and analyze it for performance trends. A 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.

Fixed maturity other-than-temporary impairments taken in the later half of 2008 were concentrated in asset-backed securities
and in corporate debt of service companies and financial institutions. These impairments were driven primarily by significant
rating downgrades, bankruptcy or other adverse financial conditions of respective issuers. In our judgment, these credit
events or other adverse conditions of the respective issuers have caused, or will lead to, a deficiency in the contractual cash
flows related to the investment and, therefore, resulted in other than temporary impairments. Total impairments taken in 2008
related to such credit-related circumstances were $224.0 million.
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In addition, further impairments were taken as a result of circumstances where we cannot assert our ability or intent to hold
for a period of time to allow for recovery of value. In certain of these circumstances the decrease in fair value, at the time the
impairment was recorded, was driven primarily by market or sector credit spread widening or by liquidity concerns and we
believe the recoverable value of the investment based on the expected cash flows is greater than the current fair value. The
amount of impairments taken due to these factors was $22.8 million in 2008.

Given the significant credit spread widening and lack of liquidity in the current environment, management exercised
significant judgment with respect to certain securities in determining whether impairments were other-than-temporary. This
included securities with $530.3 million ($204.8 million after offsets) of gross unrealized losses of 50% or more for which no
other-than-temporary impairment was ultimately indicated. In making its assessments, management used a number of issuer-
specific quantitative and qualitative assessments of the probability of receiving contractual cash flows, including the issue’s
implied yields to maturity, cumulative default rate based on the issue’s rating, comparisons of issue specific spreads to
industry or sector spreads, specific trading activity in the issue, other market data such as recent debt tenders and upcoming
refinancing exposure, as well as fundamentals such as issuer credit and liquidity metrics, business outlook and industry
conditions. In addition to these reviews, management in each case assessed its ability and intent to hold the securities for an
extended time to recovery, up to and including maturity.

Unrealized Gains and Losses

The following tables present certain information with respect to our gross unrealized losses related to our investments in
general account debt securities, both outside and inside the Closed Block, as of December 31, 2008. In the tables, we
separately present information that is applicable to unrealized losses both outside and inside the Closed Block. See Note 4 to
our consolidated financial statements in this Form 10-K for more information regarding the Closed Block. Applicable
deferred policy acquisition costs and deferred income taxes further reduce the effect on our comprehensive income.

Gross and Net Unrealized

Gains (Losses): As of December 31, 2008
($ in millions) Total Outside Closed Block Closed Block
Gains Losses Gains Losses Gains Losses

Debt Securities
Unrealized gains (losses) $ 1083 $ (1,753.5) $ 333 $ (893.2) $ 750 $ (860.3)
Applicable policyholder dividend

obligation (reduction) 75.0 (156.7) — — 75.0 (156.7)
Applicable deferred policy acquisition

costs (benefit) 14.5 (787.4) 14.5 (490.2) — (297.2)
Applicable deferred income taxes (benefit) 6.6 (283.3) 6.6 (141.1) — (142.2)
Offsets to net unrealized gains (losses) 96.1 (1,227.4) 21.1 (631.3) 75.0 (596.1)
Unrealized gains (losses) after offsets $ 12.2  § (526.1) $ 12.2  § (261.9) $ — $ (264.2)
Net unrealized losses after offsets $ (513.9) $ (249.7) $ (264.2)
Equity Securities
Unrealized gains (losses) $ 11§ 0.2 $ 11§ 0.1 $ — 8 0.1)
Applicable policyholder dividend

obligation (reduction) — (0.1) — — — 0.1)
Applicable deferred income taxes (benefit) 0.4 — 0.4 — — —
Offsets to net unrealized gains (losses) 0.4 (0.1) 0.4 — — (0.1)
Unrealized gains (losses) after offsets $ 0.7 § 0.1) $ 0.7 $ 0.1) $ — $ —
Net unrealized gains after offsets $ 0.6 $ 0.6 $ —

Total net unrealized losses on debt and equity securities were $1,644.3 million (unrealized gains of $109.4 million less
unrealized losses of $1,753.7 million). Of that net amount, $858.9 million was outside the Closed Block ($249.1 million after
applicable deferred policy acquisition costs and deferred income taxes) and $785.4 million was in the Closed Block ($264.2
million after applicable policyholder dividend obligation).

If we determine that the security is impaired, we write it down to its then current fair value and record a realized loss in that
period.

48



Duration of Gross Unrealized Losses on

General Account Securities: As of December 31, 2008

(8 in millions) 0-6 6-—12 Over 12
Total Months Months Months

Debt Securities Outside Closed Block

Total fair value $ 2,8106 $ 562.6 § 7852 § 1,462.8

Total amortized cost 3,703.8 626.5 936.4 2,140.9

Unrealized losses $ (893.2) $ (63.9) § (151.2) $ (678.1)

Unrealized losses after offsets $ (261.9) § (20.1) § (42.8) $ (199.0)

Number of securities 2,320 433 682 1,205

Investment grade:

Unrealized losses $ (749.0) $ 40.9) $ (124.3) $ (583.8)

Unrealized losses after offsets $ (215.9) $ (13.5) § (34.0) $ (168.4)

Below investment grade:

Unrealized losses $ (1442) $ 23.00 $ 269) $ (94.3)

Unrealized losses after offsets $ (46.0) § (6.6) $ 88 $ (30.6)

Equity Securities Qutside Closed Block

Unrealized losses $ 01) § — $ 01) § —

Unrealized losses after offsets $ 0.1) $ — 3 0.1) $ —

Number of securities 4 — 4 _

For debt securities outside of the Closed Block with gross unrealized losses, 82.4% of the unrealized losses after offsets
pertain to investment grade securities and 17.6% of the unrealized losses after offsets pertain to below investment grade
securities at December 31, 2008.

The following table represents those securities whose fair value is less than 80% of amortized cost (significant unrealized
loss), that have been at a significant unrealized loss position on a continuous basis.

Duration of Gross Unrealized Losses on

General Account Securities: As of December 31, 2008

(8 in millions) 0-6 6-12 Over 12
Total Months Months Months

Debt Securities Outside Closed Block

Unrealized losses over 20% of cost $ (721.6) $ (573.7) $ (120.9) $ (27.0)

Unrealized losses over 20% of cost after offsets $ (209.6) $ (164.6) $ (364) $ (8.6)

Number of securities 1,008 876 113 19

Investment grade:

Unrealized losses over 20% of cost $ (595.5) $ (476.9) § (102.1) § (16.5)

Unrealized losses over 20% of cost after offsets $ (169.5) $ (134.6) $ (28.5) $ (6.4)

Below investment grade:

Unrealized losses over 20% of cost $ (126.1) $ 96.8) § (18.8) § (10.5)

Unrealized losses over 20% of cost after offsets $ (40.1) § (30.0) § (79 $ (2.2)

Equity Securities Outside Closed Block

Unrealized losses over 20% of cost $ — 3 — 3 — 3 —

Unrealized losses over 20% of cost after offsets $ — — — $ —

Number of securities 3 1 2 —
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Duration of Gross Unrealized Losses on

General Account Securities: As of December 31, 2008

(8 in millions) 0-6 6-—12 Over 12
Total Months Months Months

Debt Securities Inside Closed Block

Total fair value $ 3,809.5 $ 11,1756  $ 1,1779  §$ 1,456.0

Total amortized cost 4,669.8 1,293.6 1,365.7 2,010.5

Unrealized losses $ (860.3) $ (118.0) § (187.8) $ (554.5)

Unrealized losses after offsets $ (264.2) § 36.2) § (57.7) § (170.3)

Number of securities 954 264 267 423

Investment grade:

Unrealized losses $ (729.9) $ 929) § (165.7) $ (471.3)

Unrealized losses after offsets $ (2242) $ (28.5) $ (50.9) $ (144.8)

Below investment grade:

Unrealized losses $ (130.4) $ 251) § 22.1) $ (83.2)

Unrealized losses after offsets $ (40.0) § (7.7 $ 6.8) $ (25.5)

Equity Securities Inside Closed Block

Unrealized losses $ 01) § — $ 01) § —

Unrealized losses after offsets $ — — — —

Number of securities 5 3 2 —

For debt securities in the Closed Block with gross unrealized losses, 84.8% of the unrealized losses pertain to investment
grade securities and 15.2% of the unrealized losses pertain to below investment grade securities at December 31, 2008.

The following table represents those securities whose fair value is less than 80% of amortized cost (significant unrealized
loss) that have been at a significant unrealized loss position on a continuous basis.

Duration of Gross Unrealized Losses on

General Account Securities: As of December 31, 2008

(8 in millions) 0-6 6-12 Over 12
Total Months Months Months

Debt Securities Inside Closed Block

Unrealized losses over 20% of cost $ (593.0) $ (455.0) $§ (113.3) § (24.7)

Unrealized losses over 20% of cost after offsets $ (171.8) $ (131.8) $ (32.8) $ (7.2)

Number of securities 354 296 47 11

Investment grade:

Unrealized losses over 20% of cost $ (479.7) $ (364.6) $ (102.8) $ (12.3)

Unrealized losses over 20% of cost after offsets $ (139.0) $ (105.6) $ (29.8) $ (3.6)

Below investment grade:

Unrealized losses over 20% of cost $ (113.3) $ 90.4) § (10.5) $ (12.4)

Unrealized losses over 20% of cost after offsets $ (32.8) § 26.2) $ 3.00 $ (3.6)

Equity Securities Inside Closed Block

Unrealized losses over 20% of cost $ — 3 — 3 — 3 —

Unrealized losses over 20% of cost after offsets $ — — — $ —

Number of securities 3 3 — —
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In determining that the securities giving rise to the previously mentioned unrealized losses were not other-than-temporarily
impaired, we considered and evaluated the factors cited above. In making these evaluations, we must exercise considerable
judgment. Accordingly, there can be no assurance that actual results will not differ from our judgments and that such
differences may require the future recognition of other-than-temporary impairment charges that could have a material effect
on our financial position and results of operations. In addition, the value of, and the realization of any loss on, a debt security
or equity security is subject to numerous risks, including interest rate risk, market risk, credit risk and liquidity risk. The
magnitude of any loss incurred by us may be affected by the relative concentration of our investments in any one issuer or
industry. We have established specific policies limiting the concentration of our investments in any single issuer and industry
and believe our investment portfolio is prudently diversified.

Lombard International Assurance S.A.

In 2005, we disposed of our interests in Lombard International Assurance S.A. (“Lombard”). In the first quarters of 2007 and
2006, we realized after-tax gains of $8.9 million and $6.5 million, respectively, which included earn-out gain consideration
received. We are not entitled to any additional consideration related to this sale going forward.

Liquidity and Capital Resources

Liquidity refers to the ability of a company to generate sufficient cash flow to meet its cash requirements. Capital resources
refer to the ability to raise new capital to meet operating and growth needs.

The Phoenix Companies, Inc. (consolidated)

Summary Consolidated Cash Flows: Increase (decrease) and
(8 in millions) Years Ended December 31, percentage change

2008 2007 2006 2008 vs. 2007 2007 vs. 2006
Continuing operations:
Cash from operating activities $ 99.8 § 2482 § 1834 § (148.4) (60%) $ 64.8 35%
Cash from investing activities 260.4 384.5 696.7 (124.1) (32%) (312.2) (45%)
Cash for financing activities (531.5) (461.8) (764.6) (69.7) (15%) 302.8 40%
Discontinued operations:
Cash from (for) operating activities (45.9) 40.6 56.8 (86.5) (213%) (16.2) (29%)
Cash from (for) investing activities 22.1 15.8 (44.1) 6.3 40% 59.9 136%
Cash from (for) financing activities 35.0 (57.2) (34.8) 92.2 161% (22.4) (64%)

2008 vs. 2007

Continuing Operations

Cash from operating activities decreased $148.4 million compared to 2007. This decrease was primarily driven by higher
death benefits paid of $207.5 million and lower investment income. The higher death benefits were due to death claims
incurred in late 2007, but not paid until early 2008. The lower investment income was primarily due to lower yields and
lower earnings on alternative investments. These items were partially offset by higher fees of $102.0 million, primarily cost
of insurance on our universal life products and lower acquisition costs primarily due to lower universal life sales. Historically
cash flows from operations have been positive, but the timing of the payment for the death benefits in January 2008 caused
the current year to have higher than usual death benefits.

Discontinued Operations

Cash from discontinued operations decreased $86.5 million primarily due to lower levels of cash settlements in our
discontinued reinsurance business and, to a lesser extent, non-recurring expenses associated with the spin-off of our asset
management business.
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2007 vs. 2006

Continuing Operations

Cash from operating activities increased primarily due to higher fees received and lower benefits paid of $111.4 million and
$155.2 million, respectively. Partially offsetting these increases were lower premiums received of $52.3 million and higher
policy acquisition costs paid of $134.7 million.

Cash from investing activities decreased primarily due to lower proceeds from sales, repayments and maturities, net of new
purchases of $308.1 million, resulting from lower policyholder withdrawals.

Cash for financing activities decreased due to higher policyholder deposits and lower policyholder withdrawals, resulting in
part from a $206.6 million scheduled maturity in 2006 which did not recur in 2007.

Discontinued Operations

Cash for operating activities decreased primarily due to net outflows of $12.1 million due to higher cash settlements in our
discontinued reinsurance business in 2006 compared to the lower settlement activity in 2007.

Cash from investing activities improved due to lower capital requirement for the discontinued reinsurance business and the
sale of an Argentine subsidiary. See Note 3 to our consolidated financial statements in this Form 10-K for more information.

See Note 10 to our consolidated financial statements in this Form 10-K for additional information on financing activities.
The Phoenix Companies, Inc. Sources and Uses of Cash (parent company only)

Our primary sources of liquidity have been dividends from Phoenix Life and interest income from our former asset
management subsidiary, Virtus. Under New York Insurance Law, Phoenix Life can pay stockholder dividends to the holding
company in any calendar year without prior approval from the New York Superintendent of Insurance in the amount of the
lesser of 10% of Phoenix Life’s surplus to policyholders as of the immediately preceding calendar year or Phoenix Life’s
statutory net gain from operations for the immediately preceding calendar year, not including realized capital gains. Phoenix
Life paid dividends of $83.8 million during 2008 and is able to pay a dividend of $53.4 million in 2009 under this provision.
See Note 22 to our consolidated financial statements in this Form 10-K for more information on Phoenix Life statutory
financial information and regulatory matters.

Effective as of November 7, 2008, the Company and its subsidiary, Phoenix Life (Phoenix Life, together with the Company,
the “Borrowers”) amended our existing $150 million unsecured senior revolving credit facility (the “Amendment”). Please
see Part I Item 5 of our September 30, 2008 Quarterly Report on Form 10-Q for a discussion of the terms of the
Amendment.

Potential borrowers on the credit facility are the Company and Phoenix Life. The Company unconditionally guarantees any
loans under this facility to Phoenix Life. Base rate loans will bear interest at the greater of Wachovia Bank, National
Association’s prime commercial rate or the federal funds rate plus 0.50%. Eurodollar rate loans will bear interest at LIBOR
plus an applicable percentage based on our Standard & Poor’s and Moody’s ratings. In connection with the spin-off of our
asset management business, with the close of business on December 31, 2008, the facility was reduced to $100 million. There
are no current borrowings on the credit facility.

The credit facility contains covenants that require us at all times to maintain a minimum level of consolidated tangible net
worth, based on GAAP standards in effect on June 6, 2006 and excluding the effect of FIN 46(R). In addition, Phoenix Life
must maintain a maximum consolidated debt-to-capital ratio of 30%, a minimum risk-based capital ratio of 325%, a
minimum A.M. Best financial strength rating of “A-”, a minimum level of surplus on a statutory basis and a minimum parent
cash flow coverage ratio.

We were in compliance with all of our credit facility covenants as of December 31, 2008. We have limited ability to absorb
future declines in net worth under the debt-to-capital and tangible net worth covenants. In the event that we fail to meet the
requirements of the credit facility covenants, we would evaluate the costs and benefits of amending or replacing the facility
as part of its ongoing liquidity management.
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On January 6, 2009, we filed an automatic shelf registration statement with the SEC (our “existing shelf registration
statement”) for the potential offering and sale of debt and equity securities. The existing shelf registration statement allows
for the following types of securities to be offered: common stock, debt securities, preferred stock, depositary shares, warrants,
stock purchase contracts and stock purchase units of PNX. Because we were a well-known seasoned issuer (“WKSI”) at the
time of filing, as defined in Rule 405 under the Securities Act of 1933, the existing shelf registration statement went effective
immediately upon filing. As we are no longer a WKSI as of the date hereof, we intend to promptly file a new registration
statement on Form S-3 as a non-automatic shelf registration statement (the “new shelf registration statement”). However, as
we followed applicable SEC guidance in filing the existing shelf registration statement, we believe we will be able to offer
and sell securities under the existing registration statement until such time as the new shelf registration statement is declared
effective by the SEC. Our intent is for the new shelf registration to be substantially similar to and, upon being declared
effective, to replace the existing shelf registration statement. We intend to retain the ability, in our discretion, to offer and sell
up to a maximum of $750 million of securities under the new shelf registration statement during the three-year life of the
shelf.

In 2008 and 2007, we paid dividends of $0.16 per share, totaling $18.8 million and $18.4 million, respectively. In February
2009, our Board of Directors determined that the Company will not pay an annual dividend on its common stock during
fiscal year 2009.

We sponsor postemployment benefit plans through pension and savings plans for employees of Phoenix Life. Funding of
these obligations is provided by Phoenix Life on a 100% cost reimbursement basis through administrative services
agreements with the holding company. See Note 18 to our consolidated financial statements in this Form 10-K for additional
information.

The Phoenix Companies, Inc. Summary Cash Flows (parent company only)

Summary Cash Flows: Years Ended December 31, Increase (decrease) and percentage change
(8 in millions) 2008 2007 2006 2008 vs. 2007 2007 vs. 2006
Cash from operating activities $ 240 $ 80.4 $ 833 § (564) (70%) $ (2.9) (3%)
Cash from (for) investing activities 9.2 23.0 (200.7) (13.8) (60%) 223.7 111%
Cash from (for) financing activities (171.5) (11.1) 147.5 (160.4)  (1,445%) (158.6) (108%)

2008 vs. 2007

Net cash received from operating activities decreased due to higher expense payments driven by proxy solicitation costs and
preparation for the spin-off of our asset management business and a reduction in interest income on intercompany debt.

Cash received from investing activities decreased primarily due to lower net sales of debt securities. This was driven by
higher redemptions in 2008 to fund the repayment of our equity unit notes in February.

Cash used for financing activities increased due to the February 2008 repayment of our equity unit notes.

2007 vs. 2006

Cash from investing activities changed to net inflows in 2007 from net outflows in 2006 primarily due to activities related to
our equity units. In 2006, we used the proceeds from the equity units remarketed as senior unsecured obligations to purchase
debt securities, while in 2007 we began liquidating certain debt security holdings to prepare for the final payment on the

senior unsecured obligations.

Cash for financing activities changed to a net outflow in 2007 from a net inflow in 2006 due to the receipt of equity unit
proceeds in 2006 which did not recur in 2007.
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Life Companies

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

Historically, our Life Companies have used cash flow from operations and investing activities to fund liquidity requirements.
Their principal cash inflows from life insurance and annuities activities come from premiums, annuity deposits and charges
on insurance policies and annuity contracts. In the case of Phoenix Life, cash inflows also include dividends, distributions
and other payments from subsidiaries. Principal cash inflows from investing activities result from repayments of principal,
proceeds from maturities, sales of invested assets and investment income. The principal cash inflows from our discontinued
group accident and health reinsurance operations come from our reinsurance, recoveries from other retrocessionaires and
investing activities.

Additional liquidity to meet cash outflows is available from our Life Companies’ portfolios of liquid assets. These liquid
assets include substantial holdings of U.S. government and agency bonds, short-term investments and marketable debt and
equity securities.

Phoenix Life’s current sources of liquidity also include the revolving credit facility under which Phoenix Life has direct
borrowing rights, discussed above, subject to our unconditional guarantee. Since the demutualization, Phoenix Life’s access
to the cash flows generated by the Closed Block assets has been restricted to funding the Closed Block.

A primary liquidity concern with respect to life insurance and annuity products is the risk of early policyholder and contract
owner withdrawal. Our Life Companies closely monitor their liquidity requirements in order to match cash inflows with
expected cash outflows, and employ an asset/liability management approach tailored to the specific requirements of each
product line, based upon the return objectives, risk tolerance, liquidity, tax and regulatory requirements of the underlying
products. In particular, our Life Companies maintain investment programs intended to provide adequate funds to pay benefits
without forced sales of investments. Products having liabilities with relatively long lives, such as life insurance, are matched
with assets having similar estimated lives, such as long-term bonds, private placement bonds and mortgage loans. Shorter-
term liabilities are matched with investments with short-term and medium-term fixed maturities.

Annuity Actuarial Reserves and Deposit Liabilities As of December 31,
Withdrawal Characteristics: 2008 2007
(8 in millions) Amount” Percent Amount” Percent
Not subject to discretionary withdrawal provision $ 299.0 6% $ 201.1 3%
Subject to discretionary withdrawal without adjustment 1,046.3 22% 1,127.6 18%
Subject to discretionary withdrawal with market value adjustment 265.0 6% 343.9 5%
Subject to discretionary withdrawal at contract value

less surrender charge 208.6 4% 367.2 6%
Subject to discretionary withdrawal at market value 2,906.1 62% 4,238.4 68%
Total annuity contract reserves and deposit fund liability $ 4,725.0 100% $ 6,278.2 100%

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

Individual life insurance policies are less susceptible to withdrawals than annuity contracts because policyholders may incur
surrender charges and be required to undergo a new underwriting process in order to obtain a new insurance policy. As
indicated in the table above, most of our annuity contract reserves and deposit fund liabilities are subject to withdrawals.
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Individual life insurance policies, other than term life insurance policies, increase in cash values over their lives.
Policyholders have the right to borrow an amount up to a certain percentage of the cash value of their policies at any time. As
of December 31, 2008, our Life Companies had approximately $12.9 billion in cash values with respect to which
policyholders had rights to take policy loans. The majority of cash values eligible for policy loans are at variable interest rates
that are reset annually on the policy anniversary. Policy loans at December 31, 2008 were $2.5 billion.

The primary liquidity risks regarding cash inflows from the investing activities of our Life Companies are the risks of default
by debtors, interest rate and other market volatility and potential illiquidity of investments. We closely monitor and manage
these risks.

We believe that the current and anticipated sources of liquidity for our Life Companies are adequate to meet their present and
anticipated needs.

In 2004 we issued $175.0 million principal of surplus notes with a scheduled maturity of 30 years for proceeds of $171.6
million, net of discount and issue costs. Interest payments are at an annual rate of 7.15%, require the prior approval of the
Superintendent of Insurance of the State of New York and may be made only out of surplus funds which the Superintendent
determines to be available for such payments under New York insurance law.

During 2008, Phoenix Life paid dividends of $83.8 million to the Company, as Phoenix Life’s sole shareholder. Under New
York Insurance Law, Phoenix Life can pay dividends to The Phoenix Companies in any calendar year without the approval
from the New York Superintendent of Insurance in the amount of the lesser of 10% of Phoenix Life’s surplus to
policyholders as of the immediately preceding calendar year or Phoenix Life’s statutory net gain from operations for the
immediately preceding calendar year, not including realized capital gains. Phoenix Life’s statutory gain from operations was
$53.4 million for the year ended December 31, 2008. The maximum dividend that Phoenix Life can pay in 2009 without
prior approval is $53.4 million.

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 company’s ability to meet its financial obligations. Ratings declines may result in lower
sales, higher surrenders and increased or decreased interest costs in connection with future borrowings.

On September 18, September 29, October 2 and October 10, 2008, A.M. Best Company, Inc., Fitch Ratings Ltd., Moody’s
Investors Service and Standard & Poor’s, respectively, each revised its outlook for the U.S. life insurance sector to negative
from stable, citing, among other things, the significant deterioration and volatility in the credit and equity markets, economic
and political uncertainty, and the expected impact of realized and unrealized investment losses on life insurers’ capital levels
and profitability.

On March 4, 2009, Fitch downgraded our financial strength rating to BBB+ from A and placed the rating on Rating Watch
Negative. On October 31, 2008, Fitch downgraded our financial strength rating to A from A+ and maintained its negative
outlook.

On March 2, 2009, Standard and Poor’s downgraded our financial strength rating to BBB from BBB+ and downgraded our
senior debt rating to BB from BB+. At the same time, Standard and Poor’s removed the ratings from CreditWatch, where
they had been placed with negative implications on February 10, 2009. The outlook is negative. On October 31, 2008,
Standard & Poor’s downgraded our financial strength rating to BBB+ from A- and downgraded our senior debt rating to BB+
from BBB-. They also revised our outlook to negative from stable.

On February 19, 2009, Moody’s Investor Service downgraded our financial strength rating to Baal from A3 and downgraded
our senior debt rating to Bal from Baa3. The ratings remain on review for possible further downgrade as was previously
announced on December 9, 2008.

On January 15, 2009, A.M Best Company, Inc. affirmed our financial strength rating of A and changed our outlook to
negative from stable and also revised our senior debt rating outlook to negative from stable.

Given these developments, it is possible that rating agencies will heighten the level of scrutiny that they apply to us, will

increase the frequency and scope of their credit reviews, will request additional information from us, and may adjust upward
the capital and other requirements employed in their models for maintenance of certain ratings levels.
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We cannot predict what additional actions rating agencies may take, or what actions we may take in response to the actions of
rating agencies, which could adversely affect our business. As with other companies in the financial services industry, our
ratings could be downgraded at any time and without any notice by any rating agency.

The financial strength and debt ratings as of March 4, 2009 were as follows:

Financial Strength Rating

Rating Agency of Phoenix Life Outlook Senior Debt Rating of PNX Outlook
AM. Best Company, Inc. A (“Excellent”) Negative bbb (“Adequate™) Negative
Fitch BBB+ (“Good”) Rating Watch Negative ~ Not Rated

Moody’s Baal (“Adequate”) Under review Bal (“Questionable™) Under review
Standard & Poor’s BBB (“Good”) Negative BB (“Marginal”) Negative

These ratings are not a recommendation to buy or hold any of our securities.

Consolidated Financial Condition

Consolidated Balance Sheet: Increase (decrease) and
($ in millions) As of December 31, percentage change
2008 2007 2008 vs. 2007
ASSETS
Available-for-sale debt securities, at fair value 9,831.0 11,970.0 (2,139.0) (18%)
Available-for-sale equity securities, at fair value 25.2 191.8 (166.6) (87%)
Venture capital partnerships, at equity in net assets 200.8 173.7 27.1 16%
Policy loans, at unpaid principal balances 2,535.7 2,380.5 155.2 7%
Other investments 616.9 507.3 109.6 22%
Fair value option investments 84.1 — 84.1 —
13,293.7 15,223.3 (1,929.6) (13%)

Available-for-sale debt and equity securities pledged as collateral,

at fair value 148.0 219.1 (71.1) (32%)
Total investments 13,441.7 15,442.4 (2,000.7) (13%)
Cash and cash equivalents 381.1 541.2 (160.1) (30%)
Accrued investment income 203.4 209.6 (6.2) (3%)
Receivables 411.5 3214 90.1 28%
Deferred policy acquisition costs 2,731.4 2,089.9 641.5 31%
Deferred income taxes 456.7 53.9 402.8 747%
Goodwill 30.1 30.1 — —
Other assets 182.7 909.5 (726.8) (80%)
Separate account assets 7,930.2 10,820.3 (2,890.1) (27%)
Total assets $ 257688 §$ 30,4183 $§ (4,649.5) (15%)
LIABILITIES
Policy liabilities and accruals $ 14,0088 $ 14,0024 § 6.4 —
Policyholder deposit funds 1,616.6 1,808.9 (192.3) (11%)
Indebtedness 458.0 627.7 (169.7) (27%)
Other liabilities 645.0 562.1 82.9 15%
Non-recourse collateralized obligations 245.2 317.9 (72.7) (23%)
Separate account liabilities 7,930.2 10,820.3 (2,890.1) (27%)
Total liabilities 24,903.8 28,139.3 (3,235.5) (11%)
STOCKHOLDERS’ EQUITY
Common stock and additional paid in capital 2,627.7 2,617.4 10.3 —
Accumulated deficit (839.5) (20.7) (818.8) 3,956%
Accumulated other comprehensive loss (743.7) (138.2) (605.5) 438%
Treasury stock (179.5) (179.5) — —
Total stockholders’ equity 865.0 2,279.0 (1,414.0) (62%)
Total liabilities and stockholders’ equity $ 257688 §$§ 304183 $§ (4,649.5) (15%)
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2008 vs. 2007
Available-for-sale debt securities decreased primarily due to unrealized losses driven by credit spread widening.

Available-for-sale equity securities decreased as we actively manage the portfolio to obtain beneficial statutory capital
treatment.

Venture capital partnerships increased due to additional contributions, partially offset by distributions of $18.5 million.

Other investments increased primarily to new investments made in partnerships and increased derivative assets that support
our GMAB and GMWB product rider liabilities.

Available-for-sale debt and equity securities pledged as collateral decreased due to unrealized investment losses and principal
repayments.

Receivables in 2008 included higher amounts recoverable from reinsurers, primarily due to new reinsurance contracts
effective in 2008.

Composition of Deferred Policy Acquisition Costs Increase (decrease) and
by Product: As of December 31, percentage change

(8 in millions) 2008 2007 2008 vs. 2007
Variable universal life $ 3369 § 3672 $ (30.3) (8%)
Universal life 1,215.3 821.2 394.1 48%
Variable annuities 3213 310.0 11.3 4%
Fixed annuities 10.4 14.0 (3.6) (26%)
Traditional life 847.5 577.5 270.0 47%
Total deferred policy acquisition costs $ 2,7314  § 2,089.9 $ 641.5 31%

Deferred policy acquisition costs increased due to the effect of unrealized investment losses included in other comprehensive
income and the deferral of acquisition costs related primarily to universal life sales, partially offset by amortization.

Deferred income taxes increased primarily due to the effect of unrealized investment losses included in other investment
income.

Other assets in 2007 included assets associated with our discontinued asset management operations. The decrease in 2008
was driven by impairment charges on goodwill and other intangible assets and the subsequent distribution of the asset

management business in a spin-off dividend.

Separate account assets decreased in 2008 due to unrealized investment losses. Separate account liabilities decreased by a
corresponding amount.

Policyholder deposit funds decreased due to net outflows, primarily from discontinued annuity products.
Indebtedness decreased due to the repayment in February 2008 of our equity unit notes.
Non-recourse collateralized obligations decreased due to scheduled principal repayments.

See Note 6 to our consolidated financial statements in this Form 10-K for additional information.
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Contractual Obligations and Commercial Commitments

Contractual Obligations and Commercial Commitments:

(8 in millions) As of December 31, 2008

Total 2009 2010 — 2011 2012 - 2013 Thereafter
Contractual Obligations Due
Indebtedness $ 1,270.7  $ 337 $ 673 $ 673 $ 1,102.4
Operating lease obligations 10.1 1.8 2.9 2.2 32
Other purchase liabilities™® 80.5 38.8 36.8 3.4 1.5
Total fixed contractual obligations 1,361.3 74.3 107.0 72.9 1,107.1
Other long-term liabilities” 69,078.1 2,561.8 5,065.5 5,098.1 56,352.7
Subtotal $ 704394 $ 2,636.1 $ 51725 $ 51710 $ 57,459.8
Non-recourse collateralized obligations® 240.1 — — — 240.1
Total contractual obligations® $ 70,6795 $ 26361 $ 51725 $  5171.0 $  57,699.9
Commercial Commitment Expirations
Standby letters of credit® $ 64 $ — 3 — 3 — 3 6.4
Other commercial commitments®” 117.8 25.7 53.3 34.2 4.6
Total commercial commitments $ 1242  § 257 $ 533 § 342 $ 11.0

M Other purchase liabilities relate to open purchase orders, required pension funding and other contractual obligations.

@ Commitments related to recent business combinations are not included in amounts presented in this table. See the discussion on the

following pages.

® 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 2 to our consolidated financial
statements in this 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, 2008 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.

@ Non-recourse obligations are not direct liabilities of ours, as they will be repaid from investments pledged as collateral recorded on

our consolidated balance sheet. See Note 13 to our consolidated financial statements in this Form 10-K for additional information.

) Due to the uncertainty of the timing of future cash flows associated with our unrecognized tax benefits at December 31, 2008, we are

unable to make reasonably reliable estimates of the period of cash settlement with the respective taxing authorities. Therefore, $8.7
million of unrecognized tax benefits have been excluded from this table. See Note 16 to our consolidated financial statements in this
Form 10-K for additional information on unrecognized tax benefits.

©®  Our standby letters of credit automatically renew on an annual basis.

™ Other commercial commitments relate to venture capital partnerships. The venture capital 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.
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Commitments Related to Recent Business Combinations
PFG Holdings, Inc. (“PFG”)

In 2003, we acquired the remaining interest in PFG Holdings, Inc. (“PFG”), the holding company for our private placement
operation. The initial purchase consideration was $16.7 million in addition to a contingent obligation for additional purchase
consideration based on the achievement of certain performance targets through 2007 and the appraised value of PFG as of
December 31, 2007. Through November 2007, we paid additional consideration of $19.4 million, including $13.4 million,
$0.0 million and $3.0 million during 2007, 2006 and 2005 respectively. In November 2007, we amended the original
purchase agreement to extend the term of the agreement through the end of 2009 and to establish a more objective
mechanism to value PFG and calculate the final amount of contingent consideration. As a result, we may be obligated to
make additional cash payments of $17.6 million by June 2010 if certain performance targets are met through December 2009.
Since the contingent payments are based on the achievement of performance targets, the actual payments may be lower. If the
performance targets are exceeded, the actual payments may be higher, subject to a maximum of $77.1 million. In accordance
with EITF 95-8, Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase
Business Combination, a portion of the contingent payments will be accounted for as goodwill, and the amounts related to
performance in excess of targets will be expensed, if and when achieved.

Obligations Related to Pension and Postretirement Employee Benefit Plans

We provide our employees with postemployment 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
$23.5 million, $26.1 million and $33.8 million for 2008, 2007 and 2006, respectively.

We have two 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 supplemental plan
provides benefits in excess of the primary plan. Retirement benefits under both plans are a function of years of service and
compensation. The employee pension plan is funded with assets held in a trust, while the supplemental plan is unfunded.

Funded Status of Qualified and Non-Qualified Employee Plan Supplemental Plan
Pension Plans: As of December 31,

(8 in millions) 2008 2007 2008 2007
Plan assets, end of year $ 3578  § 5012 $ — 3 —
Projected benefit obligation, end of year (533.0) (526.8) (132.5) (140.7)
Plan assets less than projected benefit obligations, end of year $ (175.2) $ (25.6) $ (132.5) $ (140.7)

The changes in the projected benefit obligations of the employee plan and the supplemental plan at December 31, 2008 as
compared to December 31, 2007 are principally the result of accrued service cost and interest cost.

We made no payments to the pension plans during 2008. We have not made a final determination on our ultimate pension
funding methodology for 2009. We have no required contributions in the first quarter, and we will be reviewing our funding
assumptions in the second quarter to determine what, if any, contributions are to be made later in the year.

We also have a postretirement benefit plan, which is unfunded and had projected benefit obligations of $(66.1) million and
$(70.9) million as of December 31, 2008 and 2007, respectively.

We have entered into agreements with certain key executives of the Company that will, in certain circumstances, provide
separation benefits upon the termination of the executive’s 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. For most of these
executives, the agreements provide this protection only if the termination occurs following (or is effectively connected with)
the occurrence of a change of control, as defined in the agreements. As soon as reasonably possible upon a change in control,
as so defined, we are required to make an irrevocable contribution to a trust in an amount sufficient to pay benefits due under
these agreements.

See Note 18 to our consolidated financial statements in this Form 10-K for more information.
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Off-Balance Sheet Arrangements

As of December 31, 2008, we did not have any significant off-balance sheet arrangements as defined by Item 303(a)(4)(ii) of
SEC Regulation S-K. See Note 13 to our consolidated financial statements in this Form 10-K for more information on
variable interest entities.

Reinsurance

We maintain life reinsurance programs designed to protect against large or unusual losses in our life insurance business. We
actively monitor the financial condition and ratings of our reinsurance partners throughout the term of the reinsurance
contract. Due to the recent downgrade of Scottish Re, we will continue to closely monitor the situation and will reassess the
recoverability of the reinsurance recoverable during the interim reporting periods of 2009. Based on our review of their
financial statements, reputations in the reinsurance marketplace and other relevant information, we believe that we have no
material exposure to uncollectible life reinsurance.

Statutory Capital and Surplus and Risk-Based Capital

Phoenix Life’s and its subsidiaries’ combined statutory basis capital and surplus (including AVR) decreased from $1,055.6
million at December 31, 2007 to $853.7 million at December 31, 2008. The principal factors resulting in this decrease were
losses from operations of $83.6 million, net realized losses of $185.4 million and dividends to its sole shareholder, The
Phoenix Companies, Inc., of $83.8 million. Offsetting these decreases were reinsurance agreements contributing $90.4
million to surplus.

Section 1322 of New York Insurance Law requires that New York life insurers report their risk-based capital. Risk-based
capital is based on a formula calculated by applying factors to various asset, premium and statutory reserve items. The
formula takes into account the risk characteristics of the insurer, including asset risk, insurance risk, interest rate risk and
business risk. Section 1322 gives the New York State Insurance Department 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 risk-based capital levels. Each of our other life insurance
subsidiaries is also subject to these same risk-based capital 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 a 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 a corrective order specifying corrective actions;

Authorized Control Level — results when Total Adjusted Capital falls below 50% of Company Action Level risk-based
capital 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.

At December 31, 2008, Phoenix Life’s Total Adjusted Capital level was in excess of 325% of Company Action Level and
each of its insurance subsidiaries’ levels were in excess of 325%.

See Note 22 to our consolidated financial statements in this 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 the Enterprise Risk Management section of Management’s
Discussion and Analysis of Financial Condition and Results of Operations.
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Item 8. Financial Statements and Supplementary Data

The Financial Statements and Supplementary Data required by this item are presented beginning on page F-1.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

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
Principal Executive Officer and our Principal 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 and the identification of a material weakness in our internal control over
financial reporting, as further discussed below under “Management’s Annual Report on Internal Control over Financial
Reporting”, these officers have concluded that, as of December 31, 2008, our disclosure controls and procedures (as defined
in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) were not 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 SEC’s rules and forms.

However, giving full consideration to the material weakness discussed below, we have performed additional analyses and
other procedures in order to provide assurance that our Consolidated Financial Statements included in this Annual Report
were prepared in accordance with GAAP and present fairly, in all material respects, our financial position, results of
operations and cash flows for the periods presented in conformity with GAAP. As a result of our consideration of the events
and circumstances giving rise to the material weakness and these procedures, we concluded that the Consolidated Financial
Statements included in this Annual Report on Form 10-K present fairly, in all material respects, our financial position, results
of operations and cash flows for the periods presented in conformity with GAAP.

Management’s Annual Report on Internal Control over Financial Reporting

Our management, including our Principal Executive Officer and our Principal 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 13a-15(f). Internal control over financial reporting is a process designed by, or under the supervision of,
our Principal Executive Officer and our Principal 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 generally
accepted accounting principles. 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, 2008. In making its assessment, management has used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (“COSQO”) in Internal Control — Integrated Framework.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that

there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial statements will not
be prevented or detected on a timely basis.
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Management has concluded that, as of December 31, 2008, the Company had a material weakness in its internal control over
financial reporting designed to ensure proper accounting for income taxes, including the allocation of its income tax
provision (benefit) among income from continuing operations, income from discontinued operations and other
comprehensive loss. This material weakness, or difficulties encountered in implementing new or improved controls or
remediation, could prevent the Company from accurately reporting its financial results, result in material misstatements in its
financial statements or cause it to fail to meet its reporting obligations. Additionally, this control deficiency could have
resulted in misstatement of the consolidated financial statements that would not be prevented or detected. Accordingly,
management determined that this control deficiency constitutes a material weakness in the Company’s internal control over
financial reporting. Because of this material weakness, management concluded that our internal control over financial
reporting was not effective as of December 31, 2008 based on criteria in Internal Control — Integrated Framework issued by
the COSO.

The effectiveness of our internal control over financial reporting as of December 31, 2008 has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in its report which appears on
pages F-1 through F-2.

Remediation Plan

In the first half of 2009 we intend to hire internal resources, or to otherwise engage external resources, to provide dedicated
expertise to oversee accounting for income taxes. These resources will complete effective control reviews of the effective tax
rate reconciliation, the allocation of the income tax provision and other supporting tax workpapers as well as applying
relevant tax accounting guidance to the circumstances of the Company, including transaction-related activity.

Changes in Internal Control over Financial Reporting
During the three months ended December 31, 2008, there were no changes that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting. As discussed above, in the first half of 2009, we

intend to hire internal resources, or to otherwise engage external resources, to provide dedicated expertise to ensure proper
accounting for income taxes.

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, 406 and paragraphs (c)(3), (d)(4) and (d)(5) 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 2009 annual meeting of shareholders, or our 2009 Proxy
Statement, to be filed with the SEC within 120 days after the close of the fiscal year covered by this Form 10-K and under the
sections entitled: “Proposal 1: Election of Directors”, “Section 16(a) Beneficial Ownership Reporting Compliance” and
“Audit Committee Charter and Report”.

Set forth below is a 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 1, 2009.

DONA D. YOUNG, age 55, has been Chairman of the Company and Phoenix Life since April 2003, Chief Executive Officer
since January 2003, President since 2000; Chief Operating Officer of the Company and Phoenix Life from February through
December 2002; Executive Vice President, Individual Insurance and General Counsel of Phoenix Life from 1994 to 2000.

PETER A. HOFMANN, age 50, 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 K. POLKINGHORN, age 51, has been Senior Executive Vice President and President, Life and Annuity 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.

JAMES D. WEHR, age 51, has been Senior Executive Vice President and Chief Investment Officer of the Company since
February 2007. Previously, Mr. Wehr served as 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 1,
2004. Prior to that, he was Senior Managing Director and Portfolio Manager of Virtus from 1995 through 2003. He joined the
Company in 1981 and held a series of increasingly senior investment positions prior to 1995.

DAVID R. PELLERIN, age 49, has been Senior Vice President and Chief Accounting Officer of the Company since
November 2007. Previously, Mr. Pellerin served as Senior Vice President and Chief Financial Officer, Asset Management of
the Company since February 2007 and as Vice President and Chief Financial Officer, Asset Management of the Company
since November 2006. Mr. Pellerin joined the Company in 1983 and has held numerous senior financial roles, including Vice
President, Corporate Finance of the Company and Vice President and Chief Financial Officer of American Phoenix, which
was formerly the Company’s wholly-owned property casualty brokerage subsidiary.

Code of Ethics

We have a code of ethics that is applicable to all of our Company directors and employees, including our principal executive
officer, principal financial officer and principal accounting officer. A copy of this code (our “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 a 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 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 may also be obtained without charge by sending a request either by mail to: Corporate
Secretary, The Phoenix Companies, Inc., One American Row, P.O. Box 5056, Hartford, Connecticut 06102-5056, or by e-
mail to: corporate.secretary@phoenixwm.com.
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Item 11. Executive Compensation

The information required by Item 402 and paragraphs (e)(4) and (e)(5) 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 2009 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 2009 Proxy Statement.

The information required by Item 201(d) of Regulation S-K follows.
Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as of the end of the Company’s 2008 fiscal year with respect to compensation
plans under which equity securities of the Company are authorized for issuance. In connection with the 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, invested 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.

@A) (B) ©
Number of securities
Number of securities to be Weighted-average remaining available for
issued upon exercise issue price of future issuance under
Plan Category of outstanding options, outstanding options, equity compensation plans,
warrants and rights warrants and rights(l) excluding securities

reflected in Column (A)

Equity compensation plans
approved by the Company’s
shareholders:

— 2003 Restricted Stock,
Restricted Stock Unit and
Long-Term Incentive Plan® 3,133,392 N/A 1,690,710

Equity compensation plans not

approved by the Company’s

shareholders:
— Stock Incentive Plan® 4,660,478°) $11.82 834,819
— Directors Stock Plan®® 174,746 $13.98 833,043
— Executive Employment
Agreement® 394,737® N/A —
Total plans not approved by
shareholders 5,229,961 $11.90 1,667,862

Total 8,363,353 $11.90 3,358,572

M Does not take RSUs into account.

@ A copy of the 2003 Restricted Stock, Restricted Stock Unit and Long-Term Incentive Plan was filed as an exhibit to our first quarter

2008 Form 10-Q filed by the Company with the SEC on May 8, 2008.

®  This figure consists of the shares underlying 923,724 RSUs that vest over time, 1,343,741 RSUs that are subject to performance

contingencies and 865,927 RSUs that are subject to no contingencies (but which are not currently convertible). Included in these
figures are RSUs granted to Mrs. Young in connection with her Amended and Restated Employment Agreement as described in the
Form 8-K filed by the Company on May 18, 2005.
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5)

(6)

()]

®)

©)

A copy of the Stock Incentive Plan was filed as an exhibit to the first quarter 2008 Form 10-Q filed by the Company with the SEC on
May 8, 2008. The first amendment to the Stock Incentive Plan is being filed as an exhibit to this Form 10-K. 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 Company’s Stock Incentive Plan, the Compensation Committee (or if the committee delegates such authority to the CEO)
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 “Virtus”),(including 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
Company’s 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 option’s 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
grantee’s immediate family members. Upon a grantee’s death, any outstanding options previously granted to such grantee will be
exercisable by the grantee’s designated beneficiary until the earlier of the expiration of the option or five years following the grantee’s
death. If the grantee terminates employment by reason of disability or retirement, any outstanding option will continue to vest as if the
grantee’s 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 grantee’s employment is terminated for cause, the grantee will forfeit
any outstanding options. If the grantee’s employment terminates in connection with a divestiture of a 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 grantee’s
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 a period of 30 days and any then unvested options will be forfeited.

Generally, upon a change of control (as defined in the plan), each outstanding option will become fully exercisable. Alternatively, the
committee may: (i) require that each option be canceled in exchange for a 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 (2,913,348 of which are fully
vested and 1,747,130 of which are subject to vesting with the passage of time).

A copy of the Directors Stock Plan was filed as an exhibit to the first quarter 2008 Form 10-Q filed by the Company on May 8, 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 524,843 shares prior to
adjustment for the spin-off of Virtus. 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 a 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 500,000 shares prior to adjustment for the spin-off of Virtus, bringing the total available
under this plan to 1,024,843 shares prior to adjustment for the spin-off of Virtus.

This figure consists of the shares which underlie the options issued under the Directors Stock Plan.
This figure consists of the shares which underlie the RSUs issued or issuable pursuant to the related agreement.

A copy of the Company’s Executive Employment Agreement with Mrs. Young was filed as an exhibit to the Form 8-K filed by the
Company as of January 1, 2003. The following summary of the material features of the RSUs subject to that agreement is qualified in
its entirety by reference to the full text of the agreement. For all purposes other than governing the terms of the RSUs, the Executive
Employment Agreement with Mrs. Young is no longer effective and has been replaced by the Amended and Restated Employment
Agreement between the Company and Mrs. Young, filed as an exhibit to the 10-Q filed by the Company on August 9, 2005 and, most
recently, the Second Amended and Restated Employment Agreement between the Company and Mrs. Young, filed as an exhibit to the
Form 10-K.
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The Company’s Executive Employment Agreement with Mrs. Young provides for the issuance to her of that number of RSUs equal to
the number resulting from dividing $3,000,000 by the closing price of our Common Stock on December 31, 2002 ($7.60) (i.e. 394,737
RSUs). The agreement expressly provides for the issuance of stock to Mrs. Young on a specified period of time following the
termination of her employment with the Company (the period from the grant date of January 1, 2003 to that date being the “Restricted
Period”). The agreement further provides that while Mrs. Young holds the RSUs, she will not have any right to transfer, vote or to
direct the vote of the underlying shares of stock. The Company will credit each RSU with dividend equivalents and interest thereon,
both to be distributed to Mrs. Young at the end of the Restricted Period. Dividend equivalents were reduced in 2006 to satisfy required
tax withholding on vesting. Mrs. Young was given the opportunity in 2008 to accelerate the conversion of vested RSUs to common
stock in 2009 pursuant to the transition rules under Internal Revenue Code Section 409A. Mrs. Young elected to accelerate the
conversion of her vested RSUs to January 2, 2009.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by Items 404 and 407(a) of Regulation S-K is incorporated herein by reference to the information
set forth under the section entitled “Proposal 1: Election of Directors” of our 2009 Proxy Statement.

Item 14. Principal Accounting Fees and Services

The information required by Item 9(e) of Schedule 14A is incorporated herein by reference to the information set forth under
the section entitled “Proposal 2: Ratification of the Appointment of our Independent Registered Public Accounting Firm” of
our 2009 Proxy Statement.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(a) Documents filed as part of this Form 10-K include:

1. Financial Statements. The financial statements listed in Part II of the Table of Contents to this Form 10-K are filed
as part of this Form 10-K;

2. 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

3. Exhibits. The exhibits listed under the caption “Exhibit Index” herein are filed as part of this Form 10-K. Exhibit
numbers 10.1 through 10.33 are management contracts or compensatory plans or arrangements.

In reliance upon Item 601(4)(iii) 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 a consolidated basis. We hereby agree to furnish a copy of any such instrument to the SEC upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

THE PHOENIX COMPANIES, INC.
(Registrant)

Dated: March 5, 2009 By: /s/ Dona D. Young
Dona D. Young
Chairman, President and Chief Executive Officer
(Principal Executive Officer)

Dated: March 5, 2009 By: /s/ Peter A. Hofmann
Peter A. Hofmann
Senior Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

Dated: March 5, 2009 By: /s/ David R. Pellerin
David R. Pellerin
Senior 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 5, 2009,
by the following persons on behalf of the Registrant and in the capacities indicated.

* k

Sal H. Alfiero, Director John H. Forsgren, Jr., Director
* *

Martin N. Baily, Director Ann Maynard Gray, Director
* *

Jean S. Blackwell, Director John E. Haire, Director
% %

Peter C. Browning, Director Jerry J. Jasinowski, Director
k *

Arthur P. Byrne, Director Thomas S. Johnson, Director
* %

Sanford Cloud, Jr., Director Augustus K. Oliver, II, Director
* %

Gordon J. Davis, Director Arthur F. Weinbach, Director

/s/ Dona D. Young
*By: /s/ Tracy L. Rich Dona D. Young, Chairman
Tracy L. Rich
Attorney-in-Fact
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PRICEWATERHOUSE( QOPERS

PricewaterhouseCoopers LLP
185 Asylum Street, Suite 2400
Hartford CT 06103-3404
Telephone (860) 241 7000
Facsimile (860) 241 7590

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 at December 31, 2008 and 2007, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2008 in conformity with
accounting principles generally accepted in the United States of America. Also in our opinion, the Company did not
maintain, in all material respects, effective internal control over financial reporting as of December 31, 2008, based on
criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) because a material weakness in internal control over financial reporting designed to ensure
proper accounting for income taxes, including the allocation of its income tax provision (benefit) among income from
continuing operations, income from discontinued operations and other comprehensive loss existed as of that date. A material
weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the annual or interim financial statements will not be prevented or
detected on a timely basis. The material weakness referred to above is described in Management’s Annual Report on Internal
Control over Financial Reporting appearing under Item 9A. We considered this material weakness in determining the nature,
timing, and extent of audit tests applied in our audit of the December 31, 2008 consolidated financial statements, and our
opinion regarding the effectiveness of the Company’s internal control over financial reporting does not affect our opinion on
those consolidated financial statements. The Company’s 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 management’s report referred to above. Our responsibility is to express opinions on these
financial statements and on the Company’s 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 a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made
by management, and evaluating the overall financial statement presentation. Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a 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 a reasonable basis for our opinions.

As discussed in Note 29 to the consolidated financial statements, two significant distributors suspended sales of the
Company’s products and the Company had downgrades from four rating agencies.

As discussed in Notes 2 and 18 to the consolidated financial statements, the Company changed the manner in which it
accounts for reinsurance of long duration insurance contracts effective April 1, 2008 and accounts for defined pension and
other postretirement plans effective December 31, 2006.



A company’s internal control over financial reporting is a 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. A company’s internal control over financial reporting includes those policies and procedures
that (i) 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 (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a 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.

Hartford, Connecticut
March 5, 2009
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THE PHOENIX COMPANIES, INC.
Consolidated Balance Sheet
($ in millions, except share data)

December 31, 2008 and 2007

2008 2007

ASSETS:
Available-for-sale debt securities, at fair value $ 9,831.0 $ 11,970.0
Available-for-sale equity securities, at fair value 25.2 191.8
Venture capital partnerships, at equity in net assets 200.8 173.7
Policy loans, at unpaid principal balances 2,535.7 2,380.5
Other investments 616.9 507.3
Fair value option investments 84.1 —

13,293.7 15,223.3
Available-for-sale debt and equity securities pledged as collateral, at fair value 148.0 219.1
Total investments 13,441.7 15,442.4
Cash and cash equivalents 381.1 541.2
Accrued investment income 203.4 209.6
Receivables 411.5 3214
Deferred policy acquisition costs 2,731.4 2,089.9
Deferred income taxes 456.7 53.9
Goodwill 30.1 30.1
Other assets 182.7 909.5
Separate account assets 7,930.2 10,820.3
Total assets $ 25,7688 § 30,4183
LIABILITIES:
Policy liabilities and accruals $ 14,008.8 $ 14,002.4
Policyholder deposit funds 1,616.6 1,808.9
Indebtedness 458.0 627.7
Other liabilities 645.0 562.1
Non-recourse collateralized obligations 245.2 317.9
Separate account liabilities 7,930.2 10,820.3
Total liabilities 24,903.8 28,139.3
COMMITMENTS AND CONTINGENCIES (NOTES 23, 24 & 25)
STOCKHOLDERS’ EQUITY:
Common stock, $.01 par value: 126.7 million and 125.6 million shares issued 1.3 1.3
Additional paid-in capital 2,626.4 2,616.1
Accumulated deficit (839.5) (20.7)
Accumulated other comprehensive loss (743.7) (138.2)
Treasury stock, at cost: 12.3 million and 11.3 million shares (179.5) (179.5)
Total stockholders’ equity 865.0 2,279.0
Total liabilities and stockholders’ equity $ 25,7688 $  30,418.3

The accompanying notes are an integral part of these financial statements.
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THE PHOENIX COMPANIES, INC.
Consolidated Statement of Income and Comprehensive Income

($ in millions, except per share data)

Years Ended December 31, 2008, 2007 and 2006

REVENUES:

Premiums

Fee income

Net investment income

Net realized investment gains (losses)
Total revenues

BENEFITS AND EXPENSES:

Policy benefits, excluding policyholder dividends
Policyholder dividends

Policy acquisition cost amortization

Interest expense on indebtedness

Interest expense on non-recourse collateralized obligations
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)

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)

COMPREHENSIVE INCOME (LOSS):
Net income (loss)

Other comprehensive income (loss)
Comprehensive income (loss)

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

F-4

2008 2007 2006
$ 7659 $ 7983 $ 839.7
622.6 516.4 414.1

915.6 1,058.8 1,048.5

(295.8) (6.0) 75.2
2,008.3 2,367.5 2,371.5
1,370.9 13185 1,341.1

207.5 380.0 399.1

409.0 193.0 145.8

36.7 442 49.2

11.8 15.4 18.7

263.7 277.9 258.2

2,299.6 2,229.0 2,212.1
(291.3) 1385 165.4
116.9 21.9) (51.6)

(174.4) 116.6 113.8
(551.6) 1.0 (18.5)

$ (726.0) $ 1176 $ 95.3
$ (153) 3 .02 $ 1.03
$ (153) $ 1.01 $ 1.01
$ (482) $ — s 0.17
$ (4.82) $ — 3 0.16
$ (635 $ 103 3 0.86
$ (635 $ 101 $ 0.84
114,382 114,091 110,932
114,382 115,989 113,181

$ (726.0) $ 1176 §$ 95.3
(605.5) (63.5) 13.9

$  (1,331.5) § 541 $ 109.2




THE PHOENIX COMPANIES, INC.
Consolidated Statement of Cash Flows

($ in millions)

Years Ended December 31, 2008, 2007 and 2006

OPERATING ACTIVITIES:

Premiums collected

Fee income collected

Investment income collected

Policy benefits paid, excluding policyholder dividends
Policyholder dividends paid

Policy acquisition costs paid

Interest expense on indebtedness paid

Interest expense on collateralized obligations paid
Other operating expenses paid

Income taxes (paid) refunded

Cash from continuing operations

Discontinued operations, net

Cash from operating activities

INVESTING ACTIVITIES:

Investment purchases (Note 9)

Investment sales, repayments and maturities (Note 9)
Debt and equity securities pledged as collateral sales
Subsidiary purchases

Premises and equipment additions

Premises and equipment disposals

Discontinued operations, net

Cash from investing activities

FINANCING ACTIVITIES:

Policyholder deposit fund deposits
Policyholder deposit fund withdrawals
Indebtedness repayments

Common stock issued for equity units stock purchase contracts
Collateralized obligations repayments
Common stock dividends paid

Proceeds from stock options exercised
Discontinued operations, net

Cash for financing activities

Change in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

2008 2007 2006

$ 7757 S 7768 S 829.1
622.8 529.8 4427
918.2 982.3 992.2
(1,137.9) (930.4) (1,085.6)
(347.3) (338.4) (339.8)
(400.0) (463.8) (329.1)
(37.4) (44.6) (41.8)
(11.6) (16.5) (17.8)
(280.0) (244.0) (274.6)
2.7) (3.0) 8.1
99.8 2482 183.4
(45.9) 40.6 56.8
53.9 288.8 240.2
(5,786.2) (4,404.8) (5,244.6)
6,016.4 4,789.0 5,933.0
39.8 333 26.5

— (13.4) —
(17.9) (19.6) (18.2)
8.3 — —

22.1 15.8 (44.1)
282.5 400.3 652.6
761.1 745.9 638.6
(1,070.2) (1,167.4) (1,470.9)
(163.6) — (30.2)
— — 153.7
(40.7) (23.3) (39.5)
(18.4) (18.4) (18.1)
0.3 1.4 1.8

35.0 (57.2) (34.8)
(496.5) (519.0) (799.4)
(160.1) 170.1 93.4
541.2 371.1 277.7

$ 3811 S 5412 S 371.1

Included in cash and cash equivalents above is cash pledged as collateral of $7.3 million, $12.0 million, and $3.1 million at December 31,

2008, 2007 and 2006, respectively.

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

Consolidated Statement of Changes in Stockholders’ Equity
($ in millions, except share data)

Years Ended December 31, 2008, 2007 and 2006

2008 2007 2006
COMMON STOCK:

Balance, beginning of year $ 13 8 13 8§ 1.1
Common shares issued — — 0.2

Balance, end of year $ 1.3 § 1.3  § 1.3

ADDITIONAL PAID-IN CAPITAL:

Balance, beginning of period $ 2,616.1 $ 2,6003 $ 2,437.6
Issuance of shares and compensation expense on stock compensation awards 10.3 14.7 9.2
Common shares issued on settlement of equity units — — 153.5
Tax benefit on employee stock options and awards — 1.1 —

Balance, end of year $ 2,6264 $ 2,616.1 $ 2,600.3

ACCUMULATED DEFICIT:

Balance, beginning of year $ 20.7) $ (1159) $ (193.1)
Adjustment for initial application of FIN 48 (Note 2) — (4.0) —
Adjustment for initial application of SFAS 159 (Note 2) 2.9) — —
Net income (726.0) 117.6 95.3
Common stock dividend ($0.16 per share) (18.8) (18.4) (18.1)
Spin-off dividend distribution (71.1) — —

Balance, end of year $ (839.5) $ 20.7) $ (115.9)

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):

Balance, beginning of year $ (1382) $ 74.7) $ (59.0)
Other comprehensive income (loss) (605.5) (63.5) 13.9
Adjustment for initial application of SFAS 158 (Notes 2 and 18) — — (29.6)

Balance, end of year $ (743.7) $ (138.2) $ (74.7)

TREASURY STOCK, AT COST:
Balance, beginning and end of year $ a79.5 $ a79.5 $ 179.5)
TOTAL STOCKHOLDERS’ EQUITY:

Balance, beginning of year $ 2,279.0 $ 22315  $ 2,007.1
Change in stockholders’ equity (1,414.0) 47.5 2244

Stockholders’ equity, end of year $ 865.0 § 2,279.0 $ 2,231.5

The accompanying notes are an integral part of these financial statements.
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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, 2008, 2007 and 2006

1. Organization and Description of Business

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

On June 25, 2001, the effective date of its demutualization, Phoenix Home Life converted from a mutual life insurance
company to a stock life insurance company, became a wholly owned subsidiary of The Phoenix Companies, Inc. (“PNX”)
and changed its name to Phoenix Life Insurance Company.

The Phoenix Companies, Inc. is a holding company and our operations are conducted through subsidiaries, principally
Phoenix Life Insurance Company and PHL Variable Insurance Company. We provide life insurance, annuity and investment
products through a wide variety of third-party financial professionals and intermediaries. We have eliminated significant
intercompany accounts and transactions in consolidating these financial statements.

Effective December, 31, 2008, we distributed our interest in our asset management subsidiary, Virtus Investment Partners,
Inc. (“Virtus”), formerly known as Phoenix Investment Partners, Ltd., to PNX’s shareholders in a spin-off dividend. See
Note 21 for further information regarding the spin-off transaction. We have reflected the results of Virtus prior to the
distribution as discontinued operations in these financial statements.

Prior to the spin-off of Virtus, we reported our results in two operating segments. In addition to the two segments, we
separately reported corporate operations that were not allocated to operating segments. Effective with the spin-off, we revised
our reportable segments to report all of our results, including corporate operations, in one reporting unit.

2. 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 Phoenix Companies, Inc., its subsidiaries and
certain sponsored collateralized obligation trusts as described in Note 13 to these financial statements. Significant
intercompany balances and transactions have been eliminated. We have reclassified certain amounts for 2007 and 2006 to
conform with the 2008 presentation.

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. Actual results could differ from these estimates. We employ
significant estimates and assumptions in the determination of deferred policy acquisition costs; policyholder liabilities and
accruals; the valuation of goodwill and other intangible assets; the valuation of investments in debt and equity securities and
venture capital partnerships; the valuation of deferred tax assets; pension and other postemployment benefits liabilities; and
accruals for contingent liabilities.



2. Basis of Presentation and Significant Accounting Policies (continued)
Risks Associated with Current Economic Environment

Over the past year, the U.S. economy has experienced unprecedented credit and liquidity issues and entered into recession.
Following several years of rapid credit expansion, a sharp contraction in mortgage lending coupled with dramatic declines in
home prices, rising mortgage defaults and increasing home foreclosures, resulted in significant write-downs of asset values
by financial institutions, including government-sponsored entities and major commercial and investment banks. These write-
downs, initially of mortgage-backed securities but spreading to most sectors of the credit markets, and to credit default swaps
and other derivative securities, have caused many financial institutions to seek additional capital, to merge with larger and
stronger institutions, to be subsidized by the U.S. government and, in some cases, to fail. Reflecting concern about the
stability of the financial markets generally and the strength of counterparties many lenders and institutional investors have
reduced and, in some cases, ceased to provide funding to borrowers, including other financial institutions. These factors,
combined with declining business and consumer confidence and increased unemployment, have precipitated an economic
slowdown and fears of a prolonged recession.

Even under more favorable market conditions, general factors such as the availability of credit, consumer spending, business
investment, capital market conditions and inflation affect our business. For example, in an economic downturn, higher
unemployment, lower family income, lower corporate earnings, lower business investment and lower consumer spending
may depress the demand for life insurance, annuities and investment products. In addition, this type of economic environment
may result in higher lapses or surrenders of policies. Accordingly, the risks we face related to general economic and business
conditions are more pronounced given the severity and magnitude of recent adverse economic and market conditions
experienced.

More specifically, our business is exposed to the performance of the debt and equity markets, which have been materially and
adversely affected by recent economic developments. Adverse conditions, including but not limited to, a lack of buyers in the
marketplace, volatility, credit spread changes, and benchmark interest rate changes, have affected and will continue to impact
the liquidity and value of our investments. In addition to other ways set forth in additional risk factors below, the ways that
poor debt and equity market performance and changes in interest rates have adversely affected, and will continue to adversely
affect, our business, financial condition, growth and profitability include, but are not limited to, the following:

e The value of our investment portfolio has declined which has resulted in, and may continue to result in, higher
realized and/or unrealized losses. For example, in 2008 the value of our general account investments decreased by
$1.3 billion, before offsets, due to net unrealized losses on investments. A widening of credit spreads, such as the
market has experienced recently, increases the net unrealized loss position of our investment portfolio and may
ultimately result in increased realized losses. The value of our investment portfolio can also be affected by illiquidity
and by changes in assumptions or inputs we use in estimating fair value. Further, certain types of securities in our
investment portfolio, such as asset-backed securities supported by residential and commercial mortgages, have been
disproportionately affected. Continued adverse capital market conditions could result in further realized and/or
unrealized losses.

e Changes in interest rates also have other effects related to our investment portfolio. In periods of increasing interest
rates, life insurance policy loans, surrenders and withdrawals could increase as policyholders seek investments with
higher returns. This could require us to sell invested assets at a time when their prices are depressed by the increase
in interest rates, which could cause us to realize investment losses. Conversely, during periods of declining interest
rates, we could experience increased premium payments on products with flexible premium features, repayment of
policy loans and increased percentages of policies remaining in force. We would obtain lower returns on
investments made with these cash flows. In addition, borrowers may prepay or redeem bonds in our investment
portfolio so that we might have to reinvest those proceeds in lower yielding investments. As a consequence of these
factors, we could experience a decrease in the spread between the returns on our investment portfolio and amounts
credited to policyholders and contract owners, which could adversely affect our profitability.

e Our investments in alternative asset classes, such as hedge funds, private equity funds and limited partnership
interests, have also been adversely affected. There may be similar adverse effects in the future. These assets generate
returns that are more volatile than other asset classes. For example, in 2008 our net investment income related to
these investments declined $60.6 million. These assets are also relatively illiquid and may be harder to value or sell
in adverse market conditions.

e Asset-based fee revenues related to our variable life and annuity products have declined and may continue to
decline. For example, in 2008 our asset-based fees declined $4.6 million. Poor performance of the debt and equity
markets diminishes our fee revenues by reducing the value of the assets we manage.
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2. Basis of Presentation and Significant Accounting Policies (continued)

e The attractiveness of certain of our products may decrease because they are linked to the equity markets and
assessments of our financial strength, resulting in lower profits. Increasing consumer concerns about the returns and
features of our products or our financial strength may cause existing clients to surrender policies or withdraw assets,
and diminish our ability to sell policies and attract assets from new and existing clients, which would result in lower
sales and fee revenues.

e The funding requirements of our pension plan have increased. The funding requirements of our pension plan are
dependent on the performance of the debt and equity markets. The value of the assets supporting the pension plan
decreased by $143.4 million in 2008, thereby increasing the requirement for future funding. 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 value of the liabilities under the plan would
increase, as would the requirement for future funding.

These extraordinary economic and market conditions have materially and adversely affected us. In 2008 we had a net loss of
$726.0 million. It is difficult to predict how long the current economic and market conditions will continue, whether the
financial markets will continue to deteriorate and which aspects of our products and/or business will be adversely affected.
However, the lack of credit, lack of confidence in the financial sector, increased volatility in the financial markets and
reduced business activity are likely to continue to materially and adversely affect our business, financial condition and results
of operations.

Accounting Change

Effective April 1, 2008, we changed our method of accounting for the cost of certain of our long duration reinsurance
contracts accounted for in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 113, Accounting and
Reporting for Reinsurance of Short-Duration and Long-Duration Contracts (“SFAS 113”). In conjunction with this change,
we also changed our method of accounting for the impact of reinsurance costs on deferred acquisition costs. SFAS 113
requires us to amortize the estimated cost of reinsurance over the life of the underlying reinsured contracts. Under our
previous method, we recognized reinsurance recoveries as part of the net cost of reinsurance and amortized this balance over
the estimated lives of the underlying reinsured contracts in proportion to estimated gross profits (“EGPs”) consistent with the
method used for amortizing deferred policy acquisition costs. Under the new method, reinsurance recoveries are recognized
in the same period as the related reinsured claim. In conjunction with this change, we also changed our policy for determining
EGPs relating to these contracts to include the effects of reinsurance, where previously these effects had not been included.

Adoption of New Accounting Standards

In January 2009, the Financial Accounting Standards Board (“FASB”) issued FSP No. EITF 99-20-1, which amends the
impairment guidance in EITF Issue No. 99-20, Recognition of Interest Income and Impairment on Purchased Beneficial
Interests and Beneficial Interests That Continue to Be Held by a Transferor in Securitized Financial Assets (“EITF 99-20-
17). The FSP revises EITF 99-20°s impairment guidance to make it consistent with the requirements of SFAS No. 115 for
determining whether an other-than-temporary impairment has occurred. The FSP is effective for these financial statements.
Our adoption of the FSP had no material effect on our financial statements.

In December 2008, the FASB issued FSP No. FAS 140-4 and FIN 46(R)-8, Disclosures by Public Entities (Enterprises)
about Transfers of Financial Assets and Interests in Variable Interest Entities, which requires public entities to provide
additional disclosures about transfers of financial assets. It also requires sponsors that have a variable interest in a variable
interest entity to provide additional disclosures about their involvement with variable interest entities. The FSP is effective
for these financial statements. Our adoption of the FSP had no material effect on our financial statements.

In September 2008, the FASB issued FSP No. FAS 133-1 and FIN 45-4, Disclosures about Credit Derivatives and Certain
Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation No. 45, and Clarification of the Effective
Date of FASB Statement No. 161. The FSP introduces new disclosure requirements for credit derivatives and certain
guarantees. The FSP is effective for these financial statements. Our adoption of the FSP had no material effect on our
financial statements.



2. Basis of Presentation and Significant Accounting Policies (continued)

On October 10, 2008, the FASB issued FASB Staff Position FAS 157-3 (“FSP FAS 157-3), which clarifies the application
of SFAS No. 157, Fair Value Measurements (“SFAS 157”) in an inactive market. The FSP addresses application issues such
as how management’s internal assumptions should be considered when measuring fair value when relevant observable data
do not exist; how observable market information in a market that is not active should be considered when measuring fair
value and how the use of market quotes should be considered when assessing the relevance of observable and unobservable
data available to measure fair value. FSP FAS 157-3 was effective upon issuance. Our adoption of FSP FAS 157-3 had no
material effect on our financial condition or results of operations.

On February 15, 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities
(“SFAS 159”), which gives entities the option to measure eligible financial assets, financial liabilities and firm commitments
at fair value (i.e., the fair value option), on an instrument-by-instrument basis, that are otherwise not permitted to be
accounted for at fair value under other accounting standards. The election to use the fair value option is available when an
entity first recognizes a financial asset or financial liability or upon entering into a firm commitment. Subsequent changes in
fair value must be recorded in earnings. Additionally, SFAS 159 allows for a one-time election for existing positions upon
adoption, with the transition adjustment recorded to beginning retained earnings. We adopted SFAS 159 as of January 1,
2008 with no net effect to equity, as further described below.

We elected to apply the SFAS 159 fair value option to available-for-sale equity securities with a fair value of $74.6 million at
January 1, 2008. These securities back our deferred compensation liabilities. Previously, changes in the fair value of the
securities were recorded in other comprehensive income while changes in the liability were recorded in earnings. Electing the
fair value option resulted in a decrease to accumulated other comprehensive loss and an offsetting increase to accumulated
deficit of $2.9 million, net of tax, and allows us to mitigate the associated accounting volatility. Following election of the fair
value option, changes in the fair value of these securities are recorded in earnings.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”). SFAS 157 defines fair value,
establishes a framework for measuring fair value and expands disclosures about fair value measurements. SFAS 157 provides
guidance on how to measure fair value when required under existing accounting standards. The statement establishes a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad levels (“Level 1,
2 and 37). Level 1 inputs are observable inputs that reflect quoted prices for identical assets or liabilities in active markets
that we have the ability to access at the measurement date. Level 2 inputs are observable inputs, other than quoted prices
included in Level 1, for the asset or liability. Level 3 inputs are unobservable inputs reflecting our estimates of the
assumptions that market participants would use in pricing the asset or liability (including assumptions about risk).
Quantitative and qualitative disclosures will focus on the inputs used to measure fair value for both recurring and non-
recurring fair value measurements and the effects of the measurements in the financial statements. We adopted SFAS 157
effective January 1, 2008 with no material impact on our financial position and results of operations.

We adopted the provisions of the FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (“FIN 48”), on
January 1, 2007. As a result of the implementation of FIN 48, we recognized an increase in reserves for uncertain tax benefits
through a cumulative effect adjustment of approximately $4.0 million, which was accounted for as an increase to the

January 1, 2007 balance of accumulated deficit. Including the cumulative effect adjustment, we had approximately $23.9
million of total gross unrecognized tax benefits as of January 1, 2007. The amount of unrecognized tax benefits at January 1,
2007 that would, if recognized, impact the annual effective tax rate upon recognition was $21.0 million. See Note 16 to these
financial statements for more information.
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2. Basis of Presentation and Significant Accounting Policies (continued)

In September 2006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R) (“SFAS 158”). SFAS 158 requires
employers to recognize the overfunded or underfunded status of a defined benefit postretirement plan as an asset or liability
in its statement of financial position and to recognize changes in that funded status through comprehensive income in the
period in which the changes occur. The funded status of a plan is measured as the difference between the fair value of plan
assets and the benefit obligation as defined by SFAS 158. Additional minimum pension liabilities (“AML”) and related
intangible assets are derecognized upon adoption of the new standard. SFAS 158 also requires increased disclosures
surrounding defined benefit postretirement plans. This guidance is effective for fiscal years ending after December 15, 2006.
The new guidance also requires that the plan assets and benefit obligation be measured as of the date of the employer’s fiscal
year end effective for fiscal years ending after December 15, 2008. We adopted SFAS 158 as of December 31, 2006. The
effect, as of that date, increased assets by $9.8 million, increased liabilities by $39.4 million and decreased equity, through
accumulated other comprehensive income, by $29.6 million. See Note 18 to these financial statements for additional
information related to employee benefit plans.

In September 2006, the Securities and Exchange Commission (“SEC”) staff issued Staff Accounting Bulletin No. 108,
Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements
(“SAB 108”). SAB 108 provides guidance for how errors should be evaluated to assess materiality from a quantitative
perspective. SAB 108 permits companies to initially apply its provisions by either restating prior financial statements or
recording the cumulative effect of initially applying the approach as adjustments to the carrying values of assets and
liabilities as of January 1, 2006 with an offsetting adjustment to retained earnings. We adopted SAB 108 on December 31,
2006 with no effect to the financial statements.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets, an amendment of FASB
Statement No. 140 (“SFAS 156). SFAS 156 provides guidance on recognition and disclosure of servicing assets and
liabilities and is effective beginning January 1, 2007. We adopted this standard effective January 1, 2007 with no material
impact on our financial position and results of operations.

Accounting Standards Not Yet Adopted

In January 2009, the FASB issued FSP No. FAS 132(R)-1, Employer’ Disclosures about Postretirement Benefit Plan Assets
(“FAS 132(R)-17). The FSP expands the disclosures set forth in SFAS 132(R) by adding required disclosures about: how
investment allocation decisions are made by management, major categories of plan assets, and significant concentrations of
risk. Additionally, the FSP requires an employer to disclose: the level of the fair value hierarchy into which plan assets fall,
information about the inputs that valuation techniques used to measure the fair value of plan assets, and a reconciliation of
the beginning and ending balances of plan assets in level 3 of the fair value hierarchy. The FSP will not have a material effect
on our financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles (“SFAS 162”).
SFAS 162 identifies the sources of accounting principles and the framework for selecting the principles used in the
preparation of GAAP-basis financial statements. The Standard is effective 60 days following SEC approval of the Public
Company Accounting Oversight Board amendments to remove the hierarchy of generally accepted accounting principles
from the auditing standards. SFAS 162 is not expected to have an impact on our financial position and results of operations.

In December 2007, the FASB issued SFAS No. 141(R), Accounting for Business Combinations (“SFAS 141(R)”). SFAS
141(R) requires the acquiring entity in a business combination to recognize all (and only) the assets acquired and liabilities
assumed in the transaction, establishes the acquisition-date fair value as the measurement objective for all assets acquired and
liabilities assumed and requires the acquirer to disclose all information needed to evaluate and understand the nature and
financial effect of the combination and is effective beginning for fiscal years beginning after December 15, 2008. We will
adopt this standard effective January 1, 2009 and do not expect it to have a material impact on our financial position and
results of operations.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements (“SFAS
160”). SFAS 160 requires all entities to report noncontrolling interests in subsidiaries in the same way—as equity in the
consolidated financial statements and requires that associated transactions be treated as equity transactions—and is effective
beginning for fiscal years beginning after December 15, 2008. We will adopt this standard effective January 1, 2009 and do
not expect it to have a material impact on our financial position and results of operations.
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2. Basis of Presentation and Significant Accounting Policies (continued)
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 (equity securities). We recognize
unrealized investment gains and losses on investments in debt and equity securities that we classify as available-for-sale. We
report these unrealized investment gains and losses as a component of other comprehensive income, net of the Closed Block
policyholder dividend obligation, applicable deferred policy acquisition costs and applicable deferred income taxes.

For mortgage-backed and other asset-backed debt securities, we recognize income using a 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 a prospective basis and specific valuation methods are applied to these securities to determine if there has been an other-
than-temporary decline in value.

Venture Capital Partnerships

We record our equity in the earnings of venture capital partnerships in net investment income using the most recent financial
information received from the partnerships. We utilize the equity method of accounting, initially recording the investment at
cost, and adjust the carrying amount of the investment to recognize our share of the earnings or losses incurred subsequent to
the date of acquisition. Recognition of net investment income is delayed due to the availability of the related financial
statements, as venture capital partnerships are generally on a three-month delay.

Policy Loans

Policy loans are carried at their unpaid principal balances and are collateralized by the cash values of the related policies. We
estimate the fair value of fixed rate policy loans by discounting loan interest and loan repayments. We base the discount rate
on the 10-year U.S. Treasury rate. We assume that loan interest payments are made at the fixed rate less 17.5 basis points and
that loan repayments only occur as a result of anticipated policy lapses. For variable rate policy loans, we consider the unpaid
loan balance as fair value, as interest rates on these loans are reset annually based on market rates.

Other Investments

Other investments primarily include leveraged lease investments and other partnership and joint venture interests as well as
mortgage loans. Leveraged lease investments 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. Partnership and joint venture
interests in which we do not have control or a majority ownership interest are recorded using the equity method of
accounting. These investments include affordable housing, mezzanine and other partnership interests. We record the net
income from investments in partnerships and joint ventures in net investment income. We report mortgage loans at unpaid
principal balances, net of valuation reserves on impaired loans.

Derivative Instruments

We use derivative financial instruments, including options, futures and swaps as a means of hedging exposure to interest rate,
equity price change, equity volatility and foreign currency risk. We also use derivative instruments to economically hedge
our exposure on living benefits offered on certain of our variable products. We recognize derivative instruments on the
balance sheet at fair value. The derivative contracts are reported as assets or liabilities in other investments and other
liabilities, respectively, on the balance sheet, excluding embedded derivatives. Embedded derivatives are recorded on the
balance sheet with the associated host contract.
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2. Basis of Presentation and Significant Accounting Policies (continued)

We do not designate the purchased derivatives related to living benefits as hedges for accounting purposes. For other
derivatives, we designate each instrument according to the associated exposure as either a fair value or cash flow hedge at its
inception as we do not enter into derivative contracts for trading or speculative purposes.

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 a high correlation between the change in the value of
the derivative instruments and the change in value of the hedged investment. Changes in the fair value of a derivative that is
designated and qualifies as a fair value hedge, along with the changes in the fair value of the hedged asset or liability that is
attributable to the hedged risk, are recorded in current period earnings.

Changes in the fair value of a derivative that is designated and qualifies as a cash flow hedge are recorded in accumulated
other comprehensive income 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 a 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.

Changes in the fair value of derivatives that are designated and qualify as foreign currency hedges are recorded in either
current period earnings or accumulated other comprehensive income, depending on whether the hedged transaction is a fair
value hedge or cash flow hedge. Any hedge ineffectiveness is recorded immediately in current period earnings as net realized
investment gains (losses).

Changes in the fair value of derivative instruments not designated as hedging instruments and ineffective portions of hedges
are recognized in net realized investment gains (losses) in the period incurred.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, amounts due from banks, money market instruments and other debt
instruments with maturities of three months or less when purchased.

Deferred Policy Acquisition Costs

The costs of acquiring new business, principally commissions, underwriting, distribution and policy issue expenses, all of
which vary with and are primarily related to production of new business, are deferred. In connection with our 1997
acquisition of the Confederation Life business, we recognized an asset for the present value of future profits representing the
present value of estimated net cash flows embedded in the existing contracts acquired. This asset is included in deferred
policy acquisition costs.

We amortize deferred policy acquisition costs based on the related policy’s 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 a different one of our products (internal replacement). The deferred
policy acquisition costs balance associated with the replaced or surrendered policies is amortized to reflect these surrenders.

Each year, we develop future EGPs for the products sold during that year. The EGPs for products sold in a particular year are
aggregated into cohorts. Future EGPs are projected for the estimated lives of the contracts. The amortization of deferred
policy acquisition costs requires the use of various assumptions, estimates and judgments about the future. The assumptions,
in the aggregate, are considered important in the projections of EGPs. The assumptions developed as part of our annual
process are based on our current best estimates of future events, which are likely to be different for each year’s cohort.
Assumptions considered to be significant in the development of EGPs include separate account fund performance, surrender
and lapse rates, interest margin, mortality, premium persistency, funding patterns, expenses and reinsurance costs and
recoveries. These assumptions are reviewed on a regular basis and are based on our past experience, industry studies,
regulatory requirements and estimates about the future.
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2. Basis of Presentation and Significant Accounting Policies (continued)

To determine the reasonableness of the prior assumptions used and their impact on previously projected account values and
the related EGPs, we evaluate, on a quarterly basis, our previously projected EGPs. Our process to assess the reasonableness
of our EGPs involves the use of internally developed models, together with studies and actual experience. Incorporated in
each scenario are our current best estimate assumptions with respect to separate account returns, surrender and lapse rates,
interest margin, mortality, premium persistency, funding patterns, expenses and reinsurance costs and recoveries.

In addition to our quarterly reviews, we complete a comprehensive assumption study during the fourth quarter of each year.
Upon completion of an assumption study, we revise our assumptions to reflect our current best estimate, thereby changing our
estimate of projected account values and the related EGPs in the deferred policy acquisition cost and unearned revenue
amortization models as well as AICPA Statement of Position No. 03-1, Accounting and Reporting by Insurance Enterprises for
Certain Nontraditional Long-Duration Contracts for Separate Accounts (“SOP 03-1”), reserving models. The deferred policy
acquisition cost asset, as well as the unearned revenue reserves and SOP 03-1 reserves are then adjusted with an offsetting
benefit or charge to income to reflect such changes in the period of the revision, a process known as “unlocking.”

Underlying assumptions for future periods of EGPs are not altered unless experience deviates significantly from original
assumptions. For example, when lapses of our insurance products meaningfully exceed levels assumed in determining the
amortization of deferred policy acquisition costs, we adjust amortization to reflect the change in future premiums or EGPs
resulting from the unexpected lapses. In the event that we were to revise assumptions used for prior year cohorts, our estimate
of projected account values would change and the related EGPs in the deferred policy acquisition cost amortization model
would be unlocked, or adjusted, to reflect such change. Continued favorable experience on key assumptions, which could
include increasing separate account fund return performance, decreasing lapses or decreasing mortality could result in an
unlocking which would result in a decrease to deferred policy acquisition cost amortization and an increase in the deferred
policy acquisition costs asset. 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.

Goodwill and Other Intangible Assets

We do not record amortization expense on goodwill. For goodwill, we perform impairment tests at the reporting-unit level at
least annually. To test for impairment, we calculate the fair value of the reporting unit based on the sum of its statutory book
value, value of business in force and value of estimated new business. We compare the calculated fair value to the recorded
values and record an impairment, if warranted.

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 10 to 45 years
and equipment primarily on a modified accelerated method over three to 10 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.
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2. Basis of Presentation and Significant Accounting Policies (continued)
Policy Liabilities and Accruals

Policy liabilities and accruals includes 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. We establish 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.

Certain contracts may also include additional death or other insurance benefit features, such as guaranteed minimum death or
income benefits offered with variable 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.

Policyholder Deposit Funds

Amounts received as payment for certain universal life contracts, deferred annuities and other contracts without life
contingencies are reported as deposits to Policyholder deposit funds. 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. 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 a 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 a policyholder dividend obligation to
record an additional liability to 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.

Investments Pledged as Collateral and Non-Recourse Collateralized Obligations
Collateralized obligations for which Goodwin Capital Advisers, Inc. (“Goodwin”) is the sponsor and actively manages the

assets, where we are deemed to be a primary beneficiary as a result of our variable interests, are consolidated in our financial
statements.
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2. Basis of Presentation and Significant Accounting Policies (continued)

Debt and equity securities pledged as collateral are recorded at fair value with any applicable unrealized investment gains or
losses reflected as a component of accumulated other comprehensive income, net of applicable minority interest. We
recognize realized investment losses on debt and equity securities in these collateralized obligations when declines in fair
values, in our judgment, are considered to be other-than-temporarily impaired. Non-recourse obligations issued by the
consolidated collateralized obligation trusts at face value and are recorded at unpaid principal balance. Non-recourse
derivative cash flow hedges are carried on our consolidated balance sheet at fair value with an offsetting amount recorded in
accumulated other comprehensive income.

Revenue Recognition

We recognize premiums for participating life insurance products and other long-duration life insurance products as revenue
when due from policyholders. We recognize life insurance premiums for short-duration life insurance products as premium
revenue pro rata over the related contract periods. We match benefits, losses and related expenses with premiums over the
related contract periods.

Amounts received as payment for interest sensitive life contracts, deferred annuities and other contracts without life
contingencies are considered deposits and are not included in revenue. 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 benefit expenses include universal life
benefit claims in excess of fund values, net investment income credited to policyholders’ account balances and amortization
of deferred policy acquisition costs.

Net Investment Income and Net Realized Investment Gains (Losses)

We recognize realized investment gains (losses) on asset dispositions on a first-in, first-out basis. We recognize realized
investment losses when declines in fair value of debt and equity securities are considered to be other-than-temporarily
impaired. We adjust the cost basis of these written-down investments to fair value at the date the determination of impairment
is made and do not change the new cost basis for subsequent recoveries in value. For fixed maturities, we accrue the new cost
basis to par or the estimated future cash flows over the expected remaining life of the security. In evaluating whether a
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 ability and intent to hold the investment for a period of time to allow for a recovery of value; and
the financial condition of and near term prospects of the issuer.

A debt security impairment is deemed other-than-temporary if:

e we do not have the ability and intent to hold an investment until a forecasted recovery of fair value up to (or beyond)
the cost of the investment which, in certain cases, may mean until maturity; or

e it is probable that we will be unable to collect all amounts due according to the contractual terms of the debt
security.

Impairments due to deterioration in credit that result in a conclusion that non-collection is probable 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 do not result in a conclusion that non-collection of contractual principal and interest is probable)
may also result in a conclusion that an other-than-temporary impairment has occurred.

Further, in situations where the Company has asserted its ability and intent to hold a security to a forecasted recovery, but
now no longer has the ability and intent to hold until recovery, an impairment should be considered other-than-temporary,
even if collection of cash flows is probable. The determination of the impairment is made when the assertion to hold to
recovery changes, not when the decision to sell is made.

The Closed Block policyholder dividend obligation, applicable deferred policy acquisition costs and applicable income taxes,
which offset realized investment gains and losses, are each reported separately as components of net income.
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2. Basis of Presentation and Significant Accounting Policies (continued)
Income Taxes

We account for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes (“SFAS 109”). Accordingly,
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, other comprehensive income and additional paid-in capital,
as applicable.

We recognize current income tax assets and liabilities for estimated income taxes refundable or payable based on the current
year’s 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 SFAS 109’s intraperiod allocation rules. We recognize interest and penalties related to amounts accrued on
uncertain tax positions and amounts paid or refunded from federal and state income tax authorities in tax expense.

Pension and Other Postemployment 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 employee turnover,
future compensation increases, 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.

3. Business Combinations and Dispositions
PFG Holdings, Inc.

In 2003, we acquired the remaining interest in PFG Holdings, Inc. (“PFG”), the holding company for our private placement
operation. The initial purchase consideration was $16.7 million in addition to a contingent obligation for additional purchase
consideration based on the achievement of certain performance targets through 2007 and the appraised value of PFG as of
December 31, 2007. Through November 2007, we paid additional consideration of $19.4 million, including $13.4 million,
$0.0 million and $3.0 million during 2007, 2006 and 2005 respectively. In November 2007, we amended the original
purchase agreement to extend the term of the agreement through the end of 2009 and to establish a more objective
mechanism to value PFG and calculate the final amount of contingent consideration. As a result, we may be obligated to
make additional cash payments of $17.6 million by June 2010 if certain performance targets are met through December 2009.
Since the contingent payments are based on the achievement of performance targets, the actual payments may be lower. If the
performance targets are exceeded, the actual payments may be higher, subject to a maximum of $77.1 million. In accordance
with EITF 95-8, Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase
Business Combination, a portion of the contingent payments will be accounted for as goodwill, and the amounts related to
performance in excess of targets will be expensed, if and when achieved.

EMCO
On December 20, 2007, we sold all of the outstanding stock of Emprendimiento Compartido S.A. (“EMCO”), an Argentine
wholly-owned subsidiary. We realized an after-tax loss of $4.8 million on this sale. This loss, as well as EMCO’s results up

through the date of sale, are reported in discontinued operations in these financial statements. Prior year results have also
been reported in discontinued operations.
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3. Business Combinations and Dispositions (continued)
Lombard International Assurance S.A.

In 2005, we disposed of our interests in Lombard International Assurance S.A. (“Lombard”). In the first quarter of 2007 and
2006, we realized after-tax gains of $8.9 million and $6.5 million, respectively, which included earn-out gain consideration
received. We are not entitled to any additional consideration related to this sale going forward.

4. Demutualization and Closed Block

In 1999, we began the process of reorganizing and demutualizing our then principal operating company, Phoenix Home Life
Mutual Insurance Company. 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 a Closed Block for their existing policies.

Because Closed Block liabilities exceed Closed Block assets, we have a net Closed Block liability at each period-end. 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.

Closed Block Assets and Liabilities: As of December 31,

(8 in millions) 2008 2007 Inception
Debt securities $ 6,011.4 $ 6,9194 $ 4,773.1
Equity securities 9.0 134.0 —
Mortgage loans 8.9 12.7 399.0
Venture capital partnerships 188.5 157.3 —
Policy loans 1,377.0 1,357.1 1,380.0
Other investments 153.3 123.7 —
Total Closed Block investments 7,748.1 8,704.2 6,552.1
Cash and cash equivalents 57.2 67.8 —
Accrued investment income 113.0 112.1 106.8
Receivables 49.5 44.7 35.2
Deferred income taxes 418.3 3293 389.4
Other Closed Block assets 338.0 10.0 6.2
Total Closed Block assets 8,724.1 9,268.1 7,089.7
Policy liabilities and accruals 9,742.7 9,811.2 8,301.7
Policyholder dividends payable 311.1 332.8 325.1
Policyholder dividend obligation — 246.0 —
Other Closed Block liabilities 72.0 49.3 12.3
Total Closed Block liabilities 10,125.8 10,439.3 8,639.1
Excess of Closed Block liabilities over Closed Block assets $ 1,401.7 $ 1,171.2 $ 1,549.4
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4. Demutualization and Closed Block (continued)

Closed Block Revenues and Expenses and Changes in Cumulative Years Ended
Policyholder Dividend Obligations: From December 31,
(8 in millions) Inception 2008 2007 2006
Closed Block revenues
Premiums $ 8,303.8 § 7193 § 7456  § 786.5
Net investment income 4,963.1 523.1 571.6 540.7
Net realized investment losses (197.8) (124.4) (0.6) 40.2
Total revenues 13,069.1 1,118.0 1,316.6 1,367.4
Policy benefits, excluding dividends 8,963.1 847.6 869.2 898.6
Other operating expenses 84.0 5.1 6.1 6.3
Total benefits and expenses, excluding policyholder dividends 9,047.1 852.7 875.3 904.9
Closed Block contribution to income before dividends

and income taxes 4,022.0 265.3 441.3 462.5
Policyholder dividends (3,348.6) (206.9) (379.3) (398.5)
Closed Block contribution to income before income taxes 673.4 58.4 62.0 64.0
Applicable income tax expense (233.5) (19.2) (20.9) (22.0)
Closed Block contribution to income $ 4399 § 392 § 411 $ 42.0

Policyholder dividend obligation

Policyholder dividends provided through earnings $ 3,393.8 $ 2069 $ 3793 $ 398.5
Policyholder dividends provided through

other comprehensive income (81.6) (128.0) (121.5) (73.7)
Additions to policyholder dividend liabilities 3,312.2 78.9 257.8 324.8
Policyholder dividends paid (3,326.2) (346.6) (337.6) (339.2)
Decrease in policyholder dividend liabilities (14.0) (267.7) (79.8) (14.4)
Policyholder dividend liabilities, beginning of period 325.1 578.8 658.6 673.0
Policyholder dividend liabilities, end of period 311.1 311.1 578.8 658.6
Policyholder dividends payable, end of period (311.1) (311.1) (332.8) (331.7)
Policyholder dividend obligation, end of period $ — $ — 8 246.0 § 326.9

5. Reinsurance

We use reinsurance agreements to provide for greater diversification of business, control exposure to potential losses arising
from large 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 us; consequently, we
establish reserves for amounts deemed or estimated to be uncollectible. To minimize our exposure to significant losses from
reinsurance insolvencies, we evaluate the financial condition of our reinsurers and monitor concentration of credit risk arising
from similar geographic regions, activities, or economic characteristics of the reinsurers. Due to the recent downgrade of
Scottish Re, we will continue to closely monitor the situation and will reassess the recoverability of the reinsurance
recoverable during the interim reporting periods of 2009.

Our reinsurance program varies based on the type of risk. Listed below are our most significant reinsurance agreements:

e  On all direct life insurance policies, the maximum of individual life insurance retained by us 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, with excess amounts
ceded to reinsurers.

e We cede 70% to 90% of the mortality risk on most new issues of term insurance.

e Effective January 1, 2008, we entered into an agreement to cede 50% to 75% of the risk in between $6.0 million to
$10.0 million on universal life and variable universal life policies issued from January 1, 2006 through
December 31, 2007, inclusive.

e Effective November 30, 2008, PHL Variable Insurance Company ceded all the benefit risks, net of existing
reinsurance, on all its term life business inforce as of December 31, 2008, excluding the term plans introduced in
2008.
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5. Reinsurance (continued)

Direct Business and Reinsurance in Continuing Operations: Years Ended December 31,

(8 in millions) 2008 2007 2006
Direct premiums $ 1,0252  $ 886.6 $ 917.5
Premiums assumed from reinsureds 13.5 13.6 13.7
Premiums ceded to reinsurers (272.8) (101.9) (91.5)
Premiums $ 7659 § 7983 § 839.7
Percentage of amount assumed to net premiums 1.8% 1.7% 1.6%
Direct policy benefits incurred $ 6364 § 560.7 $ 486.4
Policy benefits assumed from reinsureds (5.3) 17.9 14.8
Policy benefits ceded to reinsurers (205.1) 91.9) (64.8)
Policy benefits $ 476.0 $ 486.7 $ 436.4
Direct life insurance in force $ 169,630.1 $ 155,862.7 $ 143,120.6
Life insurance in force assumed from reinsureds 2,008.0 1,937.0 1,838.7
Life insurance in force ceded to reinsurers (109,353.1) (96,150.1) (90,812.5)
Life insurance in force $ 62,2850 $§ 61,649.6 $ 54,146.8
Percentage of amount assumed to net insurance in force 3.2% 3.1% 3.4%

The policy benefit amounts above exclude changes in reserves, interest credited to policyholders, withdrawals and
policyholder dividends, which total $1,213.6 million, $1,200.2 million and $1,249.1 million, net of reinsurance, for the years
ended December 31, 2008, 2007 and 2006, respectively.

Irrevocable letters of credit aggregating $57.0 million at December 31, 2008 have been arranged with commercial banks in
our favor to collateralize the ceded reserves.

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.

6. Deferred Policy Acquisition Costs

Deferred Policy Acquisition Costs: Years Ended December 31,
(8 in millions) 2008 2007 2006
Policy acquisition costs deferred $ 3417 § 4639 § 329.2
Costs amortized to expenses:

Recurring costs (435.3) (192.8) (149.2)

Realized investment gains (losses) 25.8 0.2) 34
Offsets to net unrealized investment gains or losses included in

other comprehensive income (Note 17) 709.3 63.4 16.2
Change in deferred policy acquisition costs 641.5 3343 199.6
Deferred policy acquisition costs, beginning of year 2,089.9 1,755.6 1,556.0
Deferred policy acquisition costs, end of year $ 2,7314  § 2,089.9 § 1,755.6
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6. Deferred Policy Acquisition Costs (continued)

Upon completion of a study during the fourth quarter of 2008, we updated our best estimate assumptions used to project
expected gross profits and margins in the deferred policy acquisition cost amortization schedules. Major projection
assumptions updated include mortality, lapse experience, expense, net investment income, and separate account investment
return. 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. We also updated
our projected separate account investment return assumption to the long term investment return as of January 1, 2009. The
impact was to fully absorb the actual investment performance through December 31, 2008 into the amortization of deferred
policy acquisition cost amortization and the projection of benefits under SOP 03-1 for the guaranteed minimum death benefit
(“GMDB”) and guaranteed minimum income benefit (“GMIB”) riders. The greatest impact of the unlocking was on the
annuity block, where the effects of these adjustments resulted in an overall increase in deferred policy acquisition cost
amortization for the annuity block of $116.8 million and an increase in the GMIB and GMDB reserves of $11.3 million and
$3.4 million, respectively. The UL/VUL lines had a decrease of $19.9 million to pre-tax net income due to unlocking. For the
Traditional Life line the effects of these adjustments resulted in an increase in deferred policy acquisition cost amortization of
$32.4 million.

Upon completion of a study during the fourth quarter of 2007, we updated our best estimate assumptions used to project
expected gross profits and margins in the deferred policy acquisition cost amortization schedules. Major projection
assumptions updated include lapse experience, investment margins and expenses. In our review to develop the best estimate,
we examined our own experience and market conditions. We reflected higher interest earned in the investments, consistent
with recent experience. Maintenance expenses were updated and reallocated among various lines of business. Additionally,
we updated our system for calculating the SOP 03-1 reserves for guaranteed minimum death benefits, resulting in a release in
the benefit reserve and a corresponding increase in deferred policy acquisition cost amortization for the quarter. The effects
of these adjustments resulted in an overall $4.3 million pre-tax benefit to net income.

During the fourth quarter of 2006, Life and Annuity segment income benefited from an unlocking of assumptions. The
unlocking was driven by revised assumptions for expected mortality, lapse experience, investment margins, and expenses.
The effects of the unlocking resulted in an overall $8.2 million pre-tax benefit to net income.

7. 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 investment earnings on their fund balances, which range

from 3.00% to 5.25% as of December 31, 2008, less administrative and mortality charges.

Participating Life Insurance

Participating life insurance in force was 20.1% and 23.0% of the face value of total gross individual life insurance in force at
December 31, 2008 and 2007, respectively.

8. Goodwill

Goodwill relates primarily to our investment in Philadelphia Financial Group.

Activity in Goodwill: Years Ended December 31,

\

(8 in millions) 2008 2007 2006
Balance, beginning of year'” $ 301§ 167  § 16.7
Asset purchases — 13.4 —
Balance, end of year'" $ 301 § 301 § 16.7

M Prior period goodwill balances associated with the asset management business were reclassified into discontinued operations on
December 31, 2008, the effective date of the spin-off.
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9. Investing Activities

Debt and Equity Securities

See Note 13 to these financial statements for information on available-for-sale debt and equity securities pledged as

collateral.

Fair Value and Cost of
General Account Securities:
(8 in millions)

U.S. government and agency

State and political subdivision
Foreign government

Corporate

Mortgage-backed

Other asset-backed
Available-for-sale debt securities

Amounts applicable to the Closed Block
Available-for-sale equity securities
Amounts applicable to the Closed Block

Unrealized Gains and Losses from
General Account Securities:
(3 in millions)

U.S. government and agency
State and political subdivision
Foreign government
Corporate

Mortgage-backed

Other asset-backed

Debt securities gains (losses)

Debt securities net losses

Equity securities gains (losses)
Equity securities net gains

As of December 31,
2008 2007
Fair Value Cost Fair Value Cost

$ 608.7 $ 6094 § 618.8 § 605.2
192.7 195.2 2343 224.7

182.5 174.3 197.2 172.0

5,812.0 6,767.3 7,048 .4 7,073.2
2,433.3 2,805.8 2,830.8 2,880.2

601.8 924.2 1,040.5 1,116.0

$ 9831.0 § 11,476.2 § 11,9700 $ 12,071.3
$ 60114 § 6,796.7 $ 69194 § 6,898.1
$ 252 § 243 § 1918 § 159.5
$ 90 $ 91 § 1340 § 109.2

As of December 31,
2008 2007
Gains Losses Gains Losses
$ 239 § 24.6) $ 218  § (8.2)
4.8 (7.3) 10.9 (1.3)
11.0 (2.8) 253 (0.1)
43.0 (998.3) 161.4 (186.2)
22.1 (394.6) 39.8 (89.2)
3.5 (325.9) 9.7 (85.2)
$ 1083 § (1,753.5) $ 2689 $ (370.2)
$ (1,645.2) $ (101.3)
$ 1.1 § 0.2) $ 370 $ 4.7)
$ 0.9 $ 32.3
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9. Investing Activities (continued)

Aging of Temporarily Impaired
General Account Securities:
($ in millions)

Debt Securities

U.S. government and agency

State and political subdivision

Foreign government

Corporate

Mortgage-backed

Other asset-backed

Debt securities

Equity securities

Total temporarily impaired securities

Amounts inside the Closed Block
Amounts outside the Closed Block
Amounts outside the Closed Block
that are below investment grade
Total after offsets for deferred policy

acquisition cost adjustment and taxes

Number of securities

As of December 31, 2008
Less than 12 months Greater than 12 months Total

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses
79.8 $ 5.1) $ 337 $ (19.5) § 1135 $ (24.6)
37.9 4.7 39.3 (2.6) 77.2 (7.3)
64.9 (2.8) 1.0 — 65.9 (2.8)
2,694.0 (358.4) 1,765.2 (639.9) 4,459.2 (998.3)
659.0 (81.9) 722.7 (312.7) 1,381.7 (394.6)
165.7 (68.0) 356.9 (257.9) 522.6 (325.9)
3,701.3 $ (520.9) $ 29188 § (1,232.6) $ 6,620.1 § (1,753.5)
0.9 (0.2) — — 0.9 0.2)
3,702.2 $ (521.1) $ 2,918.8 $ (1,232.6) $ 6,621.0 $ (1,753.7)
2,353.9 § (305.9) $ 1,456.1 $ (554.5) $ 3,810.0 $ (860.4)
1,348.3 $ (215.2) $ 1,462.7 $ (678.1) $ 2,811.0 $ (893.3)
1455 $ 49.9) $ 1594 $ (94.3) $ 3049 $ (144.2)
$ (62.9) $ (199.0) $ (261.9)
1,655 1,628 3,283

Unrealized losses of below investment grade debt securities outside the Closed Block with a fair value of less than 80% of
the securities amortized cost totaled $126.1 million at December 31, 2008 ($40.1 million after offsets for taxes and deferred
policy acquisition cost amortization), of which $10.5 million is greater than 20% and over 12 months.

Unrealized losses of below investment grade debt securities held in the Closed Block with a fair value of less than 80% of the
securities amortized cost totaled $113.3 million at December 31, 2008 ($32.8 million after offsets for change in policy

dividend obligation), of which $12.4 million is greater than 20% and over 12 months.

The securities are considered to be temporarily impaired at December 31, 2008 as each of these securities has performed, and
is expected to perform, in accordance with their original contractual terms, and we have the ability and intent to hold these

securities until they recover their value.
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9. Investing Activities (continued)

Aging of Temporarily Impaired As of December 31, 2007
General Account Securities: Less than 12 months Greater than 12 months Total
(8 in millions) Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Debt Securities
U.S. government and agency $ 12.6 $ 0.7) $ 1339 $ 7.5 $ 146.5 $ 8.2)
State and political subdivision 1.2 — 47.4 (1.3) 48.6 (1.3)
Foreign government 0.2 — 8.9 0.1) 9.1 0.1)
Corporate 1,069.6 (68.3) 2,247.1 (117.9) 3,316.7 (186.2)
Mortgage-backed 449.7 (35.0) 1,201.8 (54.2) 1,651.5 (89.2)
Other asset-backed 547.1 (59.1) 249.8 (26.1) 797.5 (85.2)
Debt securities $ 2,081.0 $ (163.1) $ 3,888.9 $ 207.1) $ 5,969.9 $ (370.2)
Equity securities 50.2 4.7) — — 50.2 4.7)
Total temporarily impaired securities $ 2,131.2 § (167.8) $ 3,888.9 $ (207.1) $ 6,020.1 $ (374.9)
Amounts inside the Closed Block $ 1,083.2 § 854) $ 1,880.4 $ (93.0) $ 2,963.6 $ (178.4)
Amounts outside the Closed Block $ 1,048.0 $ (824) $ 2,008.5 $ (114.1) $ 3,056.5 $ (196.5)

Amounts outside the Closed Block

that are below investment grade $ 94.7 $ 4.6) $ 173.6 $ (21.6) $ 268.3 $ (26.2)
Total after offsets for deferred policy

acquisition cost adjustment and taxes $ (25.8) $ (39.2) $ (65.0)
Number of securities 1,094 1,456 2,550

Unrealized losses of below investment grade debt securities outside the Closed Block with a fair value of less than 80% of
the securities amortized cost totaled $10.6 million at December 31, 2007 ($2.6 million after offsets for taxes and deferred
policy acquisition cost amortization). These have been at significant unrealized loss positions on a continuous basis for six
months or less.

Unrealized losses of below investment grade debt securities held in the Closed Block with a fair value of less than 80% of the
securities amortized cost totaled $10.0 million at December 31, 2007 ($0.0 million after offsets for change in policy dividend
obligation). These have been at significant unrealized loss positions on a continuous basis for six months or less.

The securities are considered to be temporarily impaired at December 31, 2007 as each of these securities has performed, and
is expected to perform, in accordance with their original contractual terms, and we have the ability and intent to hold these

securities until they recover their value.

Unrealized Investment Gains (Losses)

Sources of Changes in Net Unrealized Investment Gains (Losses): Years Ended December 31,
(8 in millions) 2008 2007 2006
Debt securities $  (1,5439) $ 247.1) $ (125.9)
Equity securities (31.4) 1.2 10.9
Debt and equity securities pledged as collateral (2.0) (16.4) 9.1
Other investments (2.9 (1.6) —
Net unrealized investment losses $ (1,580.2) $ (263.9) § (124.1)
Net unrealized investment losses $ (1,580.2) § (263.9) $ (124.1)
Applicable policyholder dividend obligation (128.0) (121.5) (73.8)
Applicable deferred policy acquisition cost benefit (709.3) (63.4) (16.2)
Applicable deferred income tax benefit (212.4) (20.2) (8.8)
Offsets to net unrealized investment losses (1,049.7) (205.1) (98.8)
Net unrealized investment losses included in

other comprehensive income (Note 17) $ (530.5) $ (58.8) $ (25.3)
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9. Investing Activities (continued)

Investment Activity in Venture Capital Partnerships: Years Ended December 31,

(8 in millions) 2008 2007 2006
Contributions $ 503 $ 600 $ 41.8
Equity in earnings of partnerships 4.7 27.0 3.2
Sale of partnership interests — — (51.9)
Distributions (18.5) (30.1) (23.8)
Realized gain on sale of partnership interests — — 2.4
Change in venture capital partnerships 27.1 56.9 (28.3)
Venture capital partnership investments, beginning of period 173.7 116.8 145.1
Venture capital partnership investments, end of period $ 2008 § 173.7  $ 116.8
Amounts applicable to the Closed Block $ 188.5 $ 1573 § 97.9

Other Investments

Other Investments: As of December 31,

(8 in millions) 2008 2007
Transportation and other equipment leases $ 526 % 57.7
Mezzanine partnerships 174.8 151.6
Affordable housing partnerships 15.3 17.7
Derivative instruments (Note 14) 177.7 22.7
Real estate 42.4 48.1
Other partnership interests 111.6 119.3
Other interests 30.9 —
Assets backing deferred compensation liabilities — 74.6
Mortgage loans 11.6 15.6
Other investments $ 6169 § 507.3
Statutory Deposits

Pursuant to certain statutory requirements, as of December 31, 2008, our Life Companies had on deposit securities with a fair
value of $72.9 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.

Net Investment Income

Sources of Net Investment Income: Years Ended December 31,

(8 in millions) 2008 2007 2006
Debt securities $ 7066 $ 7744  $ 800.7
Equity securities 43 8.2 7.0
Mortgage loans 1.0 1.7 6.2
Venture capital partnerships 4.7) 27.0 3.3
Policy loans 187.0 179.5 169.3
Other investments 13.4 43.9 40.0
Other income 3.8 8.3 —
Cash and cash equivalents 7.5 18.8 16.3
Total investment income 918.9 1,061.8 1,042.8
Discontinued operations 3.0 9.1) (8.0)
Investment expenses (8.2) (9.6) (5.3)
Net investment income, general account investments 907.7 1,043.1 1,029.5
Debt and equity securities pledged as collateral (Note 13) 7.9 15.7 19.0
Net investment income $ 915.6 $ 1,058.8 $ 1,048.5
Amounts applicable to Closed Block $ 5231 § 571.6 $ 540.7
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9. Investing Activities (continued)
Net Realized Investment Gains (Losses)

Sources and Types of Realized Investment Gains (Losses):
(8 in millions)

Debt security impairments

Equity security impairments

Other investments impairments

Debt and equity securities pledged as collateral impairments
Impairment losses

Debt security transaction gains

Debt security transaction losses

Equity security transaction gains

Equity security transaction losses

Mortgage loan transaction gains (losses)

Venture capital partnership transaction gains (losses)
Affiliate equity security transaction gains

Other investments transaction gains

Other investments transaction losses

Real estate transaction gains

Real estate transaction losses

Debt and equity securities pledged as collateral gains
Debt and equity securities pledged as collateral losses
Net transaction gains (losses)

Realized losses on fair value option investments
Realized gains (losses) on derivative assets and liabilities
Net realized investment gains (losses)

Years Ended December 31,

2008 2007 2006
$ (224.0) $ (46.7) $ (7.9)
2.7) (0.5) —

(16.0) (3.9) —

(2.3) (0.8) (1.0)

(245.0) (51.9) (8.9)

8.1 21.9 62.1

(17.9) (10.3) (20.1)

13.4 12.5 25.7

(42.9) (3.0) (3.8)

(0.1) 1.4 32

(3.0) — 2.4

— 13.7 10.4

— 9.3 44
(0.9) (1.8) (0.1)

24 1.6 —

— (0.2) —

22 2.6 —

— (0.8) —

(38.7) 46.9 84.2

(18.4) — —
6.3 (1.0) (0.1)

$ (2958) $ 6.0) $ 75.2

Debt security impairments for the year ended December 31, 2008 include impairment losses of $92.4 million related to
residential mortgage-backed securities. Of these impairment losses, $28.4 million relate to the closed block.

Investing Cash Flows

Investment Purchases, Sales, Repayments and Maturities:
(8 in millions)

Debt security purchases

Equity security purchases

Venture capital partnership investments
Other investments purchases

Policy loan advances, net

Investment purchases

Debt securities sales

Debt securities maturities and repayments

Equity security sales

Mortgage loan maturities and principal repayments
Venture capital partnership capital distributions
Real estate and other invested assets sales
Investment sales, repayments and maturities

Years Ended December 31,

2008 2007 2006
$ (505200 $  (4051.1) $  (4,979.7)
(85.2) (76.6) (54.9)
(50.3) (60.0) (41.8)
(443.5) (158.6) (91.2)
(155.2) (58.5) (77.0)

$  (57862) $  (4,404.8) S  (5244.6)
$ 42095 $ 30856 $ 40109
1,174.4 1,428.0 1,592.3
172.1 68.6 87.4

3.9 57.7 60.3

18.5 30.0 75.7
438.0 119.1 106.4

$ 60164 $ 47890 S  5933.0

The maturities of general account debt securities and mortgage loans, by contractual sinking fund payment and maturity, as
of December 31, 2008 are summarized in the following table. 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, we have the right
to put or sell certain obligations back to the issuers and we may refinance mortgage loans. Refinancing of mortgage loans

was not significant during the three years ended December 31, 2008.
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