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PART1

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

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

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

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

Special Note Regarding Forward-Looking Statements

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

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

the ability to satisfy the closing conditions, including regulatory approvals, contained in the Merger Agreement
the impact on the stock price, business, financial condition and results of operations if the proposed merger is not
consummated or not consummated timely;

the impact of the operating restrictions in the Merger Agreement and their impact on FGL;

ditigation arising from the proposed merger;

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

the impact of the Department of Labor "fiduciary” rule, finalized in April 2016, on the Company, its products,
distribution and business model;

the impact on our business of new accounting rules or changes to existing accounting rules;

the impact of restrictions in FGL’s debt instruments on its ability to operate its business, finance its capital needs or
pursue or expand its business strategies;

the accuracy of management’s assumptions and estimates;

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

our ability and our insurance subsidiaries’ ability to maintain or improve financial strength ratings;
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our potential need and our insurance subsidiaries’ potential need for additional capital to maintain our and their
financial strength and credit ratings and meet other requirements and obligations;
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the continued availability of capital required for our insurance subsidiaries to grow;
our ability to defend ourselves against or respond to, potential litigation, enforcement investigations or increased
regulatory scrutiny;
the impact of potential litigation, including class action litigation;
the impact of our reinsurers failing to meet or timely meet their assumed obligations, increasing their rates, or
becoming subject to adverse developments that could materially adversely impact their ability to provide reinsurance
to us at consistent and economical terms;
restrictions on our ability to use captive reinsurers and the impact of the anticipated implementation of principle-based
reserving
the impact of interest rate fluctuations and withdrawal demands in excess of our assumptions;
the impact of market and credit risks;
equity market volatility;
eredit market volatility or disruption;
changes in the federal income tax laws and regulations which may affect the relative income tax advantages of our
products;
increases in our valuation allowance against our deferred tax assets, and restrictions on our ability to fully utilize such
assets;
potential adverse tax consequences if we generate passive income in excess of operating expenses;
the performance of third parties including third party administrators, independent distributors, underwriters, actuarial
consultants and other service providers;
the loss of key personnel;
interruption or other operational failures in telecommunication, information technology and other operational systems,
or a failure to maintain the security, integrity, confidentiality or privacy of sensitive data residing on such systems;
our exposure to unidentified or unanticipated risk not adequately addressed by our risk management policies and
procedures;

eneral economic conditions and other factors, including prevailing interest and unemployment rate levels and stock
and credit market performance;
our ability to protect our intellectual property;
the impact on our business of natural and man-made catastrophes, pandemics, and malicious and terrorist acts;
our ability to compete in a highly competitive industry;
our ability to maintain competitive policy expense costs;
adverse consequences if the independent contractor status of our insurance marketing organizations ("IMOs") is
successfully challenged;
our ability to attract and retain national marketing organizations and independent agents;
the inability of our subsidiaries and affiliates to generate sufficient cash to service all of their obligations;
our subsidiaries’ ability to pay dividends to us;
the ability to maintain or obtain approval of Iowa Insurance Division ("IID") and other regulatory authorities as
required for our operations and those of our insurance subsidiaries; and
the other factors discussed in “Risk Factors”, of (Part I, Item 1A of this Form 10-K).
You should read this report completely and with the understanding that actual future results may be materially
different from expectations. All forward-looking statements made in this report are qualified by these cautionary
statements. These forward-looking statements are made only as of the date of this report and we do not undertake any
obligation, other than as may be required by law, to update or revise any forward-looking statements to reflect future
events or developments. Comparisons of results for current and any prior periods are not intended to express any
future trends, or indications of future performance, unless expressed as such, and should only be viewed as historical
data.
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Item 1. Business
Overview
Our Company
As previously disclosed, on April 17, 2017, FGL terminated its Agreement and Plan of Merger (as amended, the
“Anbang Merger Agreement”) with Anbang Insurance Group Co., Ltd. and its affiliates. As a result of the termination,
FGL has no remaining obligations under the Anbang Merger Agreement.

On May 24, 2017, FGL entered into an Agreement and Plan of Merger (the “Merger Agreement”), by and among
CF Corporation, a Cayman Islands exempted company (“CF Corp”), FGL US Holdings Inc., a Delaware corporation
and a wholly-owned indirect subsidiary of CF Corp (“Parent”), FGL Merger Sub Inc., a Delaware corporation and a
wholly-owned direct subsidiary of Parent (“Merger Sub”’) and FGL. Subject to the terms and conditions of the Merger
Agreement, at the time of the closing of the transactions contemplated by the Merger Agreement, Merger Sub will
merge with and into FGL (the "Merger") with FGL continuing as the surviving entity, which will become an,
wholly-owned indirect subsidiary of CF Corp.
Pursuant to the Merger Agreement, at the effective time of the Merger (the "Effective Time"), each issued and
outstanding share of common stock of FGL (the "Common Stock") will be cancelled and converted automatically into
the right to receive $31.10 in cash, without interest (the “Merger Consideration”), other than any shares of Common
Stock owned by FGL as treasury stock or otherwise or owned by CF Corp, Parent or Merger Sub (which will be
cancelled and no payment will be made with respect thereto), shares of Common Stock granted pursuant to the
Company Equity Plan (as defined in the Merger Agreement) and those shares of Common Stock with respect to which
appraisal rights under Delaware law are properly exercised and not withdrawn. The Merger Agreement permits FGL
to pay out a regular quarterly cash dividend on its Common Stock prior to the closing of the transaction in an amount
not in excess of $0.065 per share, per quarter (the per share amount of FGL’s most recently declared quarterly
dividend).
At the Effective Time, each (i) option to purchase shares of Common Stock (a “Company Stock Option™), (ii) restricted
share of Common Stock and (iii) performance-based restricted stock unit relating to shares of Common Stock (an
“RSU”), in each case whether vested or unvested, will become fully vested and automatically converted into the right to
receive a cash payment equal to the product of (1) the number of shares subject to the award (for RSUs, determined at
the target performance level) multiplied by (2) the Merger Consideration (less the exercise price per share in the case
of Company Stock Options). In addition, at the Effective Time, each stock option (“FGLH Stock Option”) and restricted
stock unit relating to shares of FGLH, whether vested or unvested, will become fully vested and automatically
converted into the right to receive a cash payment equal to the product of (A) the number of shares of FGLH stock
subject to the award multiplied by (B) $176.32 (less the exercise price in the case of such FGLH Stock Options), and
each dividend equivalent held in respect of a share of FGLH stock (a “DER”), whether vested or unvested, will become
fully vested and automatically converted into the right to receive a cash payment equal to the amount accrued with
respect to such DER.
Following execution of the Merger Agreement, FS Holdco II Ltd., a corporation organized under the laws of the
Cayman Islands (“FS Holdco”), which is a wholly owned subsidiary of HRG Group, Inc., a Delaware corporation
(“HRG”), holding a majority of the issued and outstanding shares of Common Stock, executed and delivered to FGL a
written consent (the “Consent”), approving and adopting the Merger Agreement and the transactions contemplated
thereby, including the Merger. As a result of the execution and delivery of the Consent, the holders of at least a
majority of the outstanding shares of FGL’s common stock have adopted and approved the Merger Agreement.
Pursuant to the Merger Agreement, the consummation of the Merger is subject to the satisfaction or waiver of certain
closing conditions, the following of which have been met: (i) on June 16, 2017, the Federal Trade Commission
granted early termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended; (ii) on August 8, 2017, CF Corp held an extraordinary general meeting in lieu of an annual general meeting
of shareholders, at which CF Corp’s shareholders approved, among other items, all of the proposals relating to the
Merger Agreement and the Merger; (iii) on August 14, 2017, FGL filed with the SEC and mailed to its stockholders a
definitive information statement in connection with the Merger; (iv) on August 24, 2017, the Vermont Department of
Financial Regulation granted its required regulatory approval relating to the Merger; and (v) on November 8, 2017,
the New York Department of Financial Services granted its required regulatory approval relating to the Merger. On
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hearing to consider whether the proposed acquisition of control of Fidelity & Guaranty Life Insurance Company
complies with the standards set forth under applicable Iowa insurance laws.

Pursuant to the Merger Agreement, the consummation of the Merger is subject to satisfaction or waiver of certain
additional closing conditions, including the receipt of regulatory approvals from the Iowa Insurance Division, and the
absence of any law or order enacted, issued or enforced that is in effect and that prevents or prohibits the
consummation of the Merger.

The Merger Agreement includes customary representations, warranties and covenants of FGL, CF Corp, Parent and
Merger Sub. Among other things, FGL and its subsidiaries are required to conduct their respective businesses and
operations in the ordinary course of business until the Merger is consummated.

The Merger Agreement contains certain provisions giving each of CF Corp, Parent and FGL rights to terminate the
Merger Agreement under certain circumstances. Upon termination of the Merger Agreement, under specified
circumstances, FGL may be required to pay a termination fee to CF Corp in an aggregate amount of $50.

FGL and CF Corp are committed to securing the remaining regulatory approvals and seek to close the Merger as
expeditiously as possible, however, the closing of the Merger and the timing thereof is subject to the regulatory review
and approval process, none of which can be assured.

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

For over 50 years, our Company has been helping middle-income Americans prepare for retirement and unexpected
loss of life. Our focus on the middle-income market gives us access to significant, underserved market niches and
drives our product development. As of September 30, 2017, we had approximately 700,000 policyholders counting on
the safety and protection features of our fixed annuity and life insurance products, and we constantly seek to innovate
our products to meet their evolving needs. We offer our products through a network of approximately 200
independent IMOs that in turn represent an estimated 37,000 independent agents.

Through the efforts of our 299 employees, who are primarily located in Baltimore, MD and Des Moines, 1A, we offer
various types of fixed annuities and life insurance products. Fixed annuities represent a retirement and savings tool
which our customers rely on for principal protection and predictable income streams. In addition, our life insurance
products provide our customers with a complementary product that allows them to build on their savings and assign
payment of a death benefit to a designated beneficiary upon the policyholder’s death. Currently, our most popular
products are fixed indexed annuities (“FIAs”) that tie contractual returns to specific market indices, such as the Standard
& Poor's Ratings Services ("S&P") 500 Index. The benefit of FIAs to our customers is to provide a portion of the
gains of an underlying market index, while providing principal protection. We believe this mix of “some upside but
limited downside” fills the need for middle-income Americans who must save for retirement but who want to limit the
risk of decline in their savings. In addition to FIAs, we also sell indexed universal life policies (“IULs”) and other fixed
annuities.

In Fiscal 2017, FIAs generated approximately 72% of our total sales and the remaining 28% of sales was primarily
generated from fixed annuity sales during the year. We invest the annuity premiums primarily in fixed income
securities and options that hedge our risk, predominantly using call options on the S&P 500 Index, and replicate the
market index returns to our policyholders. The majority of our products contain provisions that permit us to annually
adjust the formula by which index credits are provided in response to changing market conditions. In addition, our
annuity contracts generally either cannot be surrendered or include surrender charges that discourage early
redemptions.

7
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Our Strategy

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

Protect Sales in Our Existing Market. We believe the demand for retirement and principal protection products in the
IMO market will continue even under the Department of Labor "fiduciary" rule standards. Our focus will be on
reconfiguring products and capabilities and partnering with the IMOs to successfully compete in the heightened
regulatory environment.

Strengthen the Foundation. We will execute foundational initiatives that strengthen the business and provide a
platform for sustainable growth.

Enhance the FGL Experience. Building off the foundational initiatives, we will create a more engaging,
customer-focused experience through accelerating the use of digital and improving the ease of doing business for our
IMO partners and customers.

Leverage Product Capabilities for Additional Distribution. Capitalize on our manufacturing expertise and distribution
partnerships to expand product reach.

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

Competition

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

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

Products

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

Annuity Products

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

Deferred Annuities

FIAs. Our FIAs allow contract owners the possibility of earning interest based on the performance of a specified
market index, predominantly the S&P 500 Index, without risk to principal. The contracts include a provision for a
minimum guaranteed surrender value calculated in accordance with applicable law. A market index tracks the
performance of a specific group of stocks representing a particular segment of the market, or in some cases an entire
market. For example, the S&P 500 Composite Stock Price Index is an index of 500 stocks intended

11
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to be representative of a broad segment of the market. All FIA products allow policyholders to allocate funds once a
year among several different crediting strategies, including one or more index-based strategies and a traditional fixed
rate strategy. High surrender charges apply for early withdrawal, typically for seven to fourteen years after purchase.
The value to the contractholder of an FIA contract is equal to the sum of deposits paid, premium bonuses (described
below), index credits, up to a cap and a participation rate based on the annual appreciation (based in certain situations
on annual point-to-point, monthly point-to-point or monthly average calculations) in a recognized market index less
any fees for riders. Caps generally range from 2% to 6% when measured annually and 1% to 3% when measured
monthly, and participation rates generally range from 30% to 100% of the performance of the applicable market
index. The cap and participation rate can be reset annually. Certain riders allow for a contractholder to increase their
cap for a set fee. As this fee is fixed, the contractholder may lose principal if the index credits received do not exceed
the amount of such fee.
Approximately 88% of the FIA sales for Fiscal 2017 involved “premium bonuses” or vesting bonuses. For premium
bonuses, we increased the initial annuity deposit by a specified premium bonus of 2% to 4%. The vesting bonuses,
which range from 1% to 9%, are earned over time and increase the account value when the bonus is settled. We made
compensating adjustments in the commission paid to the agent or the surrender charges on the policy to offset the
premium bonus.
As of September 30, 2017, 86% of our FIA contracts were issued with a guaranteed minimum withdrawal benefit
(“GMWB?”) rider. With this rider, a contract owner can elect to receive guaranteed payments for life from the FIA
contract without requiring the owner to annuitize the FIA contract value. The amount of the living income benefit
available is determined by the growth in the policy's benefit base value as defined in the FIA contract rider. Typically
this accumulates for 10 years based on a guaranteed rate of 3% to 7%. Guaranteed withdrawal payments may be
stopped and restarted at the election of the contract owner. Some of the FIA contract riders that we offer include an
additional death benefit or an increase in benefit amounts under chronic health conditions. Rider fees range from 0%
to 1%.
As of September 30, 2017, the distribution of the FIA account values by cap rate and by strategy was as follows:

0% to 3% to

Cap rate 39 59 > 5% Total

1 year gain trigger $443  $206 $40 $689
1-2 year monthly average 613 735 123 1,471
1-3 year monthly point-to-point 4,414 87 — 4,501
1-3 year annual point-to-point 1,560 1,647 362 3,569

3 year step forward — 27 119 146
Total $7,030 $2,702 $644 $10,376

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

reset annuities except that the initial crediting rate is guaranteed for a specified number of years before it may be
changed at our discretion. For Fiscal 2017, we sold $546 of fixed rate multi-year guaranteed annuities. As of

September 30, 2017, crediting rates on outstanding (i) single-year guaranteed annuities generally ranged from 2% to

6% and (ii) multi-year guaranteed annuities ranged from 1% to 6%. The average crediting rate on all outstanding fixed
rate annuities at September 30, 2017, was 3%.

As of September 30, 2017, the distribution of the fixed rate annuity account values by crediting rate was as follows:

1% 2% 3% to 4% 5%
Crediting rate to to 4(70 to to Total
2% 3% 7 5% 6%

Account value $39 $176 $3,213 $373 $42 $3,843

9
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As of September 30, 2017, the multi-year guaranteed annuities expiring guaranty account values, net of reinsurance by
year were as follows:

Multi-Year
Rate
Guaranteed
Annuities
. . Account

Duration by Fiscal Year: Value

2018 $ 298

2019 767

2020 220

2021 572

2022 996

Thereafter 91

Total $ 2,944

Withdrawal Options for Deferred Annuities. After the first year following the issuance of a FIA deferred annuity
policy, holders of deferred annuities are typically permitted penalty-free withdrawals up to 10% of the prior year’s
value, subject to certain limitations. Withdrawals in excess of allowable penalty-free amounts are assessed a surrender
charge if such withdrawals are made during the penalty period of the deferred annuity policy. The penalty period
typically ranges from seven to fourteen years for FIAs and three to ten years for fixed rate annuities. This surrender
charge initially ranges from 0% to 15% of the contract value for FIAs and 0% to 12% of the contract value for fixed
rate annuities and generally decreases by approximately one to two percentage points per year during the penalty
period. The average surrender charge is 8% for our FIAs and 6% for our fixed rate annuities as of September 30, 2017.
The following table summarizes our deferred annuity account values and surrender charge protection as of

September 30, 2017:

Fixed and
Fixed Weighted
Percent
Index Average
.. of

Annuities Total Surrender

Account Charge

Value
SURRENDER CHARGE EXPIRATION BY YEAR
Out of surrender charge $2605 16 % — %
2017 197 1 % 5 %
2018 - 2019 2,194 13 % 5 %
2020 - 2021 1,912 11 % 7 %
2022 - 2023 2,181 13 % 8 %
Thereafter 7,730 46 % 11 %
Total $16,819 100 %

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

Immediate Annuities

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

14
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The following table presents the deposits (also known as “sales”) on annuity policies issued by us for the fiscal years
ended September 30, 2017, 2016, and 2015 as well as reserves required by U.S. generally accepted accounting
principles (“U.S. GAAP Reserves”) as of September 30, 2017, 2016 and 2015:

September 30,  September 30,  September 30,

2017 2016 2015

DepositsU S DepositsU g DepositsU S

on GAAP °"  GAAP
Annuity nnuity nnuity
. . ~Reserves . . “Reserves . . ~Reserves

Policies Policies Policies
Products
Fixed indexed annuities $1,893 $14,237 $1,861 $13,148 $2,185 $12,094
Fixed rate annuities 557 3,910 539 3,566 211 3,249
Single premium immediate annuities 15 2,845 28 2,917 16 2,956
Total $2,465 $20,992 $2,428 $19,631 $2,412 $18,299

Life Insurance

We currently offer IUL insurance policies and have previously sold term and whole life insurance products. Holders
of universal life insurance policies earn returns on their policies which are credited to the policyholder’s cash value
account. The insurer periodically deducts its expenses and the cost of life insurance protection from the cash value
account. The balance of the cash value account is credited interest at a fixed rate or returns based on the performance
of a market index, or both, at the option of the policyholder, using a method similar to that described above for FIAs.
Almost all of the life insurance policies in force, except for the return of premium benefits on term life insurance
products, are subject to an arrangement with Wilton Reassurance Company (“Wilton Re”). See “Reinsurance-Wilton Re
Transaction” on page 16.

As of September 30, 2017, the distribution of the retained IUL account values by cap rate and by strategy was as
follows:

Cap rate 2.5%-5.0% 5.0-7.5% 7.5%-10.0% 10.0-12.5% 12.5+ Total
1 year annual point-to-point, Gold Index $ — $ — 5 — $ — $31 $31

1 year monthly point-to-point, S&P Index 31 — — — — 31

1 year annual point-to-point with 100% par rate, S&P 12 6 35 116 97 266
Index

1 year annual point-to-point with 140% par rate, S&P ) 4 17 o . 73
Index

Total $ 45 $ 10 $ 52 $ 116 $128 $351
Distribution

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

Within this business model, we offer our products through a network of approximately 200 IMOs, representing
approximately 37,000 agents, and identify our most important IMOs - - those who we believe have the ability to
generate significant production for the Company - as “Power Partners”. We currently have 32 Power Partners,
comprised of 21 annuity IMOs and 11 life insurance IMOs. During Fiscal 2017, these Power Partners accounted for
approximately 95% of our annual sales volume. We believe that our relationships with these IMOs are strong. The
average tenure of the top ten Power Partners is approximately 14 years.
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Our Power Partners play an important role in the development of our products. Over the last ten years, the majority of
our best-selling products have been developed with our Power Partners. We intend to continue to have the Power
Partners play an important role in the development of our products in the future, which we believe provides us with
integral feedback throughout the development process and assists us with competing for “shelf space” of new design
launches.

The top five states for the distribution of FGL Insurance’s products in 2017 were California, Florida, Texas, Michigan
and New Jersey, which together accounted for 43% of FGL Insurance’s premiums.

Investments

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

Our internal asset management team manages the bulk of the investment portfolio. For certain asset classes, we utilize
experienced third party companies, including our affiliates. As of September 30, 2017, 80% of our $21 billion fixed
maturity investment portfolio was managed by our employees, with the 20% balance managed by third parties. Our
investment strategy is designed to (i) achieve strong absolute returns, (ii) provide consistent yield and investment
income, and (iii) preserve capital. We base all of our decisions on fundamental, bottom-up research, coupled with a
top-down view that respects the cyclicality of certain asset classes.

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

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

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

Portfolio Activity

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

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

a well matched asset/liability profile (asset duration, including cash and cash equivalents, of 6.78 years vs. liability
duration of 6.76 years); and

a large exposure to less rate-sensitive assets (18% of invested assets).

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

Derivatives

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

Outsourcing

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

new business administration (date entry and policy issue only);

service of existing policies;

underwriting administration of life insurance applications;

call centers;

tnformation technology development and maintenance;

tnvestment accounting and custody; and

hosting of financial systems.

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

We outsource our new business and existing policy administration for annuity and life products to Transaction
Applications Group, Inc. Under this arrangement, Transaction Applications Group, Inc. manages most of our call
center and processing requirements. Our current agreement expires on December 31, 2021. Additionally, in August
2017, we partnered with Concentrix to administer a portion of our annuity new business processing and the servicing
of these issued annuity contracts (administration and call center activities).

We have partnered with CRL-Plus (“CRL-Plus”) to implement our life insurance underwriting policies. Under the terms
of the arrangement, CRL-Plus has assigned FGL a dedicated team of underwriters with appropriate professional
designations and experience. Underwriting guidelines for each product are established by our Chief Underwriter in
collaboration with our actuarial department. Our Chief Underwriter and actuarial department work closely with the
applicable reinsurance company to establish or change guidelines. Adherence to underwriting guidelines is managed
at a case level through monthly underwriting audits conducted by our Chief Underwriter as well as the CRL-Plus lead
underwriter. Periodically, underwriting audits are conducted by our reinsurers. Our current agreement with CRL-Plus
is reviewed annually. We believe that we have a good relationship with our principal outsource service providers.
Ratings

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

As of September 30, 2017, A.M. Best Company ("A.M. Best"), Fitch Ratings ("Fitch"), Moody’s Investors Service
("Moody's") and S&P Global Ratings ("S&P") issued financial strength credit and/or ratings and outlook statements
regarding FGLH and its wholly-owned insurance subsidiaries, FGL Insurance and Fidelity & Guaranty Life Insurance
Company of New York (“FGL NY Insurance”), as listed below. Credit ratings represent the opinions of rating agencies
regarding an entity’s ability to repay its indebtedness. Financial strength ratings represent the
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opinions of rating agencies regarding the ability of an insurance company to meet its financial obligations under an
insurance policy and generally involve quantitative and qualitative evaluations by rating agencies of a company’s
financial condition and operating performance. Generally, rating agencies base their financial strength ratings upon
information furnished to them by the insurer and upon their own investigations, studies and assumptions. Financial
strength ratings are based upon factors of concern to policyholders, agents and intermediaries and are not directed
toward the protection of investors. Credit and financial strength ratings are not recommendations to buy, sell or hold
securities and they may be revised or revoked at any time at the sole discretion of the rating organization.

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

Following the announcement of the CF Corp Merger Agreement on May 24, 2017, the rating organizations have
undertaken a review of our debt ratings and our insurance company subsidiaries’ financial strength ratings. The rating
organizations may take various actions, positive or negative. Such actions are beyond FGL's control and FGL cannot
predict what these actions may be and the timing thereof.

A.M. Best Fitch Moody's S&P
Company
Fidelity & Guaranty Life Insurance
Company
Financial Strength Ratin B+ BBB Baa2 BBB-
g g (5 of 16) 9 of 21) (9of21) (10 of 22)
Outlook Under Review With Stable Stable  CreditWatch
Developing Implications Positive
Fidelity & Guaranty Life Insurance
Company of New York
. . . B++ BBB BBB-
Financial Strength Rating (5 of 16) © of 21) Not Rated (10 of 22)
Outlook Under R.eV1eW W.lth . Stable Not Rated Cre.dl‘tWatch
Developing Implications Positive
Fidelity & Guaranty Life Holdings,
Inc.
. bb+ BB- Ba2 BB-
Senior Unsecured Notes (11 of 22) (13 of 21) (12 of 21) (13 of 22)
: . bb+ BB BB-
Issuer Credit / Default Rating (11 of 22) (12 of 21) Not Rated (13 of 22)
Under Review With Rating Watch CreditWatch
Outlook . S o Stable o
Developing Implications Positive Positive

*Reflects current ratings and outlooks

as of date of filing

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

Potential Impact of a Ratings Downgrade
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Under some International Swaps and Derivatives Association, Inc. ("ISDA") agreements, we have agreed to maintain
certain financial strength ratings. A downgrade below these levels provides the counterparty under the agreement the
right to terminate the open derivative contracts between the parties, at which time any amounts payable by us or the
counterparty would be dependent on the market value of the underlying derivative contracts.
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Our current rating allows multiple counterparties the right to terminate ISDA agreements, at which time the
counterparty would unwind existing positions for fair market value. No ISDA agreements have been terminated,
although the counterparties have reserved the right to terminate the ISDA agreements at any time. As of

September 30, 2017, the amount due to the Company at risk for ISDA agreements which could be terminated based
upon our current ratings was $413, which equals the fair value to us of the open over-the-counter call option positions.
The fair value of the call options can never decrease below zero. See "Item 7A. Quantitative and Qualitative
Disclosures about Market Risk-Credit Risk and Counterparty Risk”.

In certain transactions, we and the counterparty have entered into a collateral support agreement requiring either party
to post collateral when the net exposures exceed predetermined thresholds. These thresholds vary by counterparty and
credit rating, however are generally zero. As of September 30, 2017 and 2016, $381 and $128, respectively, of
collateral was posted by our counterparties. Accordingly, the maximum amount of loss due to credit risk that we
would incur if parties to the call options failed completely to perform according to the terms of the contracts was $32
and $148 at September 30, 2017 and 2016, respectively.

If the insurance subsidiaries held net short positions against a counterparty, and the subsidiaries’ financial strength
ratings were below the levels required in the ISDA agreement with the counterparty, the counterparty would demand
immediate further collateralization which could negatively impact overall liquidity. Based on the market value of our
derivatives as of September 30, 2017 and 2016, we hold no net short positions against a counterparty; therefore, there
is currently no potential exposure for us to post collateral.

A downgrade of the financial strength rating of one of our principal insurance subsidiaries could affect our
competitive position in the insurance industry and make it more difficult for us to market our products, as potential
customers may select companies with higher financial strength ratings. A downgrade of the financial strength rating
could also impact the Company's borrowing costs.

Risk Management

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

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

In compliance with the Risk Management and Own Risk and Solvency Assessment Model Act (ORSA), FGL
Insurance submitted an ORSA report to the state regulators in November 2017 to provide risk management
transparency and insight in the financial strength and long-term sustainability of the Companies.

Reinsurance

FGL both cedes reinsurance and assumes reinsurance from other insurance companies. We use reinsurance to
diversify risks, manage loss exposures, to enhance our capital position, and to manage new business volume.

In instances where we are the ceding company, we pay a premium to a reinsurer in exchange for the reinsurer
assuming a portion of our liabilities under the policies we issued and collect expense allowances in return for our
administration of the ceded policies. Use of reinsurance does not discharge our liability as the ceding company
because we remain directly liable to our policyholders and are required to pay the full amount of our policy
obligations in the event that our reinsurers fail to satisfy their obligations. We collect reimbursement from our
reinsurers when we pay claims on policies that are reinsured. In instances where we assume reinsurance from another
insurance company, we accept, in exchange for a reinsurance premium, a portion of the liabilities of the other
insurance company under the policies that the ceding company has issued to its policyholders.
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We monitor the credit risk related to the ability of our reinsurers to honor their obligations under various agreements.
To minimize the risk of credit loss on such contracts, we generally diversify our exposures among many reinsurers
and limit the amount of exposure to each based on financial strength ratings, which are reviewed at least quarterly. We
are able to further manage risk via funds withheld arrangements.

See “Item 1A. Risk Factors” for further discussion of reinsurance credit risk.

Wilton Re Transaction

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

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

On December 31, 2012, following regulatory approval, FGL Insurance entered into a coinsurance agreement (the
“Cayman Reinsurance Agreement”) with FSRCI, at the time, an indirectly wholly-owned subsidiary of FGL. Pursuant to
the Cayman Reinsurance Agreement, FSRCI reinsured a 10% quota share percentage of certain FGL Insurance
annuity liabilities of approximately $1 billion and the funds withheld assets are $1 billion. Under the terms of the
agreement, FSRCI paid an initial ceding allowance of $15 which was determined to be fair and reasonable according
to an independent third-party actuarial firm. The coinsurance agreement is on a funds withheld basis, meaning that
funds are withheld by FGL Insurance from the coinsurance premium owed to FSRCI as collateral for FSRCI’s
payment obligations. Accordingly, the collateral assets remain under the ultimate ownership of FGL Insurance. See
"Note 13. Reinsurance" to our audited Consolidated Financial Statements. As of September 30, 2017, ceded reserves
are $1 billion.

Effective September 17, 2014, FGL Insurance entered into a second reinsurance treaty with FSRCI whereby FGL
Insurance ceded 30% of any new business of its multi-year guaranteed annuity ("MYGA") block of business on a
funds withheld basis. This treaty was subsequently terminated as to new business effective April 30, 2015, but will
remain in effect for policies ceded to FSRCI with an effective date between September 17, 2014 and April 30, 2015.
Hannover Reinsurance Transaction

Effective January 1, 2017, the Company entered into a reinsurance agreement with Hannover Re, a third party
reinsurer, to reinsure an inforce block of its FIA and fixed deferred annuity contracts with Guaranteed Minimum
Withdraw Benefit (“GMWB”) and Guaranteed Minimum Death Benefit (“GMDB”) secondary guarantees. In accordance
with the terms of this agreement, the Company cedes 70% net retention of secondary guarantee payments in excess of
account value for GMWB and GMDB guarantees. Effective July 1, 2017, the Company extended this agreement to
include new business issued during 2017.

Reserve Facilities

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

The CARVM Facility. On October 5, 2012, FGL Insurance entered into a yearly renewable term indemnity
reinsurance agreement with Raven Reinsurance Company ("Raven Re"), a wholly-owned subsidiary of FGL
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Insurance (the “Raven Reinsurance Agreement”), pursuant to which FGL Insurance ceded a 100% quota share of its
CARVM liability for annuity benefits where surrender charges are waived. To collateralize its obligations under the
Raven Reinsurance Agreement, Raven Re entered into a reimbursement agreement with Nomura Bank International
plc (“NBI”), an affiliate of Nomura Securities International, Inc., and FGL (the “Reimbursement Agreement”) whereby a
subsidiary of NBI issued trust notes and NBI issued a $295 letter of credit that, in each case, were deposited into a
reinsurance trust as collateral for Raven Re’s obligations under the Raven Reinsurance Agreement (the “NBI Facility”).
Pursuant to the NBI Facility, FGL Insurance takes full credit on its statutory financial statements for the CARVM
reserve ceded to Raven Re. The letter of credit facility automatically reduces each calendar quarter by $6. As of
September 30, 2017, there was $115 available under the letter of credit facility. Under the terms of the Reimbursement
Agreement, in the event the letter of credit is drawn upon, Raven Re is required to repay the amounts utilized, and
FGLH is obligated to repay the amounts utilized if Raven Re fails to make the required reimbursement. FGLH also is
required to make capital contributions to Raven Re in the event that Raven Re’s statutory capital and surplus falls
below certain defined levels. As of December 31, 2016, Raven Re’s statutory capital and surplus was $24 in excess of
the minimum level required under the Reimbursement Agreement.

Effective April, 1 2017, FGL Insurance and Raven Re amended the reinsurance treaty and related trust and letter of
credit agreements to extend the term of the letter of credit which would have matured on September 30, 2017. The
amendments added additional in-force business to the reinsurance treaty (fixed indexed annuities without a guaranteed
minimum withdrawal benefit rider and multi-year guarantee annuities (“MYGA”) issued between January 1, 2011 and
December 31, 2016). No initial ceding commission was paid or received by FGL Insurance or Raven Re in connection
with the cession of additional in-force business. No assets were transferred to or from FGL Insurance or Raven Re in
connection with the cession of additional in-force business. The amendments extended the letter of credit for an
additional five year period and reduced the face amount of the letter of credit at April 1, 2017 from $183 to $115. The
facility may terminate earlier in accordance with the Reimbursement Agreement.

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

Overview

FGL Insurance, FGL NY Insurance and Raven Re are subject to comprehensive regulation and supervision in their
domiciles, lowa, New York and Vermont, respectively, and in each state in which they do business. FGL Insurance
does business throughout the United States, except for New York. FGL NY Insurance only does business in New
York. Raven Re is a special purpose captive reinsurance company that only provides reinsurance to FGL Insurance
under the CARVM Treaty. Following its redomestication to lowa, FGL Insurance’s principal insurance regulatory
authority is the IID. State insurance departments throughout the United States also monitor FGL Insurance’s insurance
operations as a licensed insurer. The New York State Department of Financial Services (“NYDFS”) regulates the
operations of FGL NY Insurance, which is domiciled and licensed in New York. The purpose of these regulations is
primarily to protect policyholders and beneficiaries and not general creditors and shareholders of those insurers. Many
of the laws and regulations to which FGL Insurance and FGL NY Insurance are subject are regularly re-examined and
existing or future laws and regulations may become more restrictive or otherwise adversely affect their operations.
Generally, insurance products underwritten by and rates used by FGL Insurance and FGL NY Insurance must be
approved by the insurance regulators in each state in which they are sold. Those products are also substantially
affected by federal and state tax laws. For example, changes in tax law could reduce or eliminate the tax-deferred
accumulation of earnings on the deposits paid by the holders of annuities and life insurance products, which could
make such products less attractive to potential purchasers. A shift away from life insurance and annuity products
could reduce FGL Insurance’s and FGL NY Insurance’s income from the sale of such products, as well as the assets
upon which FGL Insurance and FGL NY Insurance earn investment income. In addition, insurance products may also
be subject to the Employee Retirement Income Security Act of 1974 ("ERISA").

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

dicensing to transact business;
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ficensing agents;

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

regulating premium rates for certain insurance products;

approving policy forms and certain related materials;

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

regulating unfair trade and claims practices;

establishing reserve requirements and solvency standards;

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

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

o

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

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

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

State insurance departments conduct periodic examinations of the books and records, financial reporting, policy and
rate filings, market conduct and business practices of insurance companies domiciled in their states, generally once
every three to five years. Examinations are generally carried out in cooperation with the insurance departments of
other states under guidelines promulgated by the NAIC. State insurance departments also have the authority to
conduct examinations of non-domiciliary insurers that are licensed in their states. The Maryland Insurance
Administration (“MIA”) completed a routine financial examination of FGL Insurance for the three-year period ended
December 31, 2012, and found no material deficiencies and proposed no adjustments to the financial statements as
filed. The NYDFS completed a routine financial examination of FGL NY for the three-year period ended December
31, 2009, and found no material deficiencies and proposed no adjustments to the financial statements as filed. The
NYDEFS is in the process of completing a routine financial examination of FGL NY Insurance for the three-year
periods ended December 31, 2012.
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The Vermont Department of Financial Regulation has completed a routine financial examination of Raven Re for the
period from April 7, 2011 (commencement of business) through December 31, 2012. It found no material deficiencies
and proposed no adjustments to the financial statements as filed.
Going forward, FGL Insurance will be subject to financial and market conduct examinations by the IID, the primary
regulatory authority for lowa domestic life insurance companies.
Dividend and Other Distribution Payment Limitations
The Iowa insurance law and the New York insurance law regulate the amount of dividends that may be paid in any
year by FGL Insurance and FGL NY Insurance, respectively. Each year, FGL Insurance and FGL NY Insurance may
pay a certain limited amount of ordinary dividends or other distributions without being required to obtain the prior
consent of the Jowa Insurance Commissioner (“lowa Commissioner”) or the NYDFS, respectively. However, to pay any
dividends or distributions (including the payment of any dividends or distributions for which prior consent is not
required), FGL Insurance and FGL NY Insurance must provide advance written notice to the lowa Commissioner or
the NYDEFS, respectively.
Pursuant to Iowa insurance law, ordinary dividends are payments, together with all other such payments within the
preceding twelve months, that do not exceed the greater of (i) 10% of FGL Insurance’s statutory surplus as regards
policyholders as of December 31 of the preceding year; or (ii) the net gain from operations of FGL Insurance
(excluding realized capital gains) for the 12-month period ending December 31 of the preceding year.
Dividends in excess of FGL Insurance’s ordinary dividend capacity are referred to as extraordinary and require prior
approval of the lowa Commissioner. In deciding whether to approve a request to pay an extraordinary dividend, lowa
insurance law requires the lowa Commissioner to consider the effect of the dividend payment on FGL Insurance’s
surplus and financial condition generally and whether the payment of the dividend will cause FGL Insurance to fail to
meet its required RBC ratio. Dividends may only be paid out of statutory earned surplus.
In recent calendar years, FGL Insurance has had the dividend capacity and paid dividends to us as set forth in this
table:

2017 2016 2015 2014 2013
FGL Insurance ordinary dividend capacity $132 $124 $121 $124 $106
FGL Insurance ordinary dividends paid 25 — — — 40
Any payment of dividends by FGL Insurance is subject to the regulatory restrictions described above and the approval
of such payment by the board of directors of FGL Insurance, which must consider various factors, including general
economic and business conditions, tax considerations, FGL Insurance’s strategic plans, financial results and condition,
FGL Insurance’s expansion plans, any contractual, legal or regulatory restrictions on the payment of dividends and its
effect on RBC and such other factors the board of directors of FGL Insurance considers relevant. For example,
payments of dividends could reduce FGL Insurance’s RBC and financial condition and lead to a reduction in FGL
Insurance’s financial strength rating. See “Item 1A. Risk Factors-Risks Relating to Our Business-A financial strength
ratings downgrade, potential downgrade, or any other negative action by a rating agency could make our products less
attractive and increase our cost of capital, and thereby adversely affect our financial condition and results of
operations”.
FGL NY Insurance has historically not paid dividends. In 2012, FGL NY Insurance paid a $4 dividend to FGL
Insurance after a determination that, as a result of capital contributions by FGL Insurance, FGL NY Insurance was
overcapitalized.
Surplus and Capital
FGL Insurance and FGL NY Insurance are subject to the supervision of the regulators in states where they are
licensed to transact business. Regulators have discretionary authority in connection with the continuing licensing of
these entities to limit or prohibit sales to policyholders if, in their judgment, the regulators determine that such entities
have not maintained the minimum surplus or capital or that the further transaction of business will be hazardous to
policyholders.
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Risk-Based Capital
In order to enhance the regulation of insurers’ solvency, the NAIC adopted a model law to implement RBC
requirements for life, health and property and casualty insurance companies. All states have adopted the NAIC’s model
law or a substantially similar law. RBC is used to evaluate the adequacy of capital and surplus maintained by an
insurance company in relation to risks associated with: (i) asset risk, (ii) insurance risk, (iii) interest rate risk, and
(iv) business risk. In general, RBC is calculated by applying factors to various asset, premium and reserve items,
taking into account the risk characteristics of the insurer. Within a given risk category, these factors are higher for
those items with greater underlying risk and lower for items with lower underlying risk. The RBC formula is used as
an early warning regulatory tool to identify possible inadequately capitalized insurers for purposes of initiating
regulatory action, and not as a means to rank insurers generally. Insurers that have less statutory capital than the RBC
calculation requires are considered to have inadequate capital and are subject to varying degrees of regulatory action
depending upon the level of capital inadequacy. As of the most recent annual statutory financial statements filed with
insurance regulators, the RBC ratios for FGL Insurance and FGL NY Insurance each exceeded the minimum RBC
requirements.
It is desirable to maintain an RBC ratio in excess of the minimum requirements in order to maintain or improve our
financial strength ratings. Our historical RBC ratios for FGL Insurance are presented in the table below. See “Item 1A.
Risk Factors-Risks Relating to Our Business-A financial strength ratings downgrade, potential downgrade, or any
other negative action by a rating agency could make our product offerings less attractive and increase our cost of
capital, and thereby adversely affect our financial condition and results of operations”.

RBC

Ratio

As of:

December 31, 2016 412%

December 31, 2015 401%

December 31, 2014 388 %

December 31, 2013 423 %

December 31, 2012 406 %

Insurance Regulatory Information System Tests

The NAIC has developed a set of financial relationships or tests known as the Insurance Regulatory Information
System ("IRIS") to assist state regulators in monitoring the financial condition of U.S. insurance companies and
identifying companies that require special attention or action by insurance regulatory authorities. A ratio falling
outside the prescribed “usual range” is not considered a failing result. Rather, unusual values are viewed as part of the
regulatory early monitoring system. In many cases, it is not unusual for financially sound companies to have one or
more ratios that fall outside the usual range. Insurance companies generally submit data annually to the NAIC, which
in turn analyzes the data using prescribed financial data ratios, each with defined “usual ranges”. Generally, regulators
will begin to investigate or monitor an insurance company if its ratios fall outside the usual ranges for four or more of
the ratios. IRIS consists of a statistical phase and an analytical phase whereby financial examiners review insurers’
annual statements and financial ratios. The statistical phase consists of 12 key financial ratios based on year-end data
that are generated from the NAIC database annually; each ratio has a “usual range” of results. As of December 31, 2016,
FGL Insurance had one ratio outside the usual range. FGL NY Insurance and Raven Re each had two ratios outside
the usual range. The IRIS ratio for change in reserving for both FGL Insurance and FGL NY Insurance was outside
the usual range. The IRIS ratio for change in premium for both FGL NY Insurance and Raven Re was outside the
usual range. In addition, Raven Re’s IRIS ratio for adequacy of investment income also fell outside the usual range.
In all instances in prior years, regulators have been satisfied upon follow-up that no regulatory action was required.
FGL Insurance, FGL NY Insurance and Raven Re are not currently subject to regulatory restrictions based on these
ratios.

Insurance Reserves

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

Credit for Reinsurance Regulation

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

Insurance Holding Company Regulation

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

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

Insurance Guaranty Association Assessments

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

Market Conduct Regulation

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

Regulation of Investments

FGL Insurance and FGL NY Insurance are subject to state laws and regulations that require diversification of their
investment portfolios and limit the amount of investments in certain asset categories, such as below investment grade
fixed income securities, equity, real estate, other equity investments and derivatives. Failure to comply with these laws
and regulations would cause investments exceeding regulatory limitations to be treated as either non-admitted assets
for purposes of measuring surplus or as not qualified as an asset held for reserve purposes and, in some instances,
would require divestiture or replacement of such non-qualifying investments. We believe that the investment
portfolios of FGL Insurance and FGL NY Insurance as of September 30, 2017 complied in all material respects with
such regulations.

Privacy Regulation

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

FIAs

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

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

the establishment of federal regulatory authority over derivatives;

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

the establishment of the Federal Insurance Office;

changes to the regulation of broker dealers and investment advisors;

changes to the regulation of reinsurance;

changes to regulations affecting the rights of shareholders;

the imposition of additional regulation over credit rating agencies;

o

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

the clearing of derivative contracts.

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

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

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

making it more expensive for us to conduct our business;

requiring the reallocation of significant company resources to government affairs;

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

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

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

ERISA

We may offer certain insurance and annuity products to employee benefit plans governed by ERISA and/or the Code,
including group annuity contracts designated to fund tax-qualified retirement plans. ERISA and the Code provide
(among other requirements) standards of conduct for employee benefit plan fiduciaries, including investment
managers and investment advisers with respect to the assets of such plans, and holds fiduciaries liable if they fail to
satisfy fiduciary standards of conduct.

In April 2016, the Department of Labor (“DOL”) issued the “fiduciary” rule which could have a material impact on the
Company, its products, distribution, and business model. The rule provides that persons who render investment advice
for a fee or other compensation with respect to an employer plan or individual retirement account ("IRA") are
fiduciaries of that plan or IRA. The rule expands the definition of fiduciary under ERISA to apply to insurance agents
who advise and sell products to IRA owners. As a result, commissioned insurance agents selling the Company’s IRA
products must qualify for a prohibited transaction exemption, either the newly introduced Best Interest Contract
Exemption (BICE) or amended PTE 84-24. When fully implemented, BICE would apply to fixed indexed annuities
and amended PTE 84-24 would apply to fixed rate annuities. The rule and exemptions have been the subject of much
controversy and various actions have been taken by DOL to delay and reconsider aspects of the rule and exemptions.
The rule took effect June 2016 and was scheduled to become applicable in April 2017 but the “applicability date" was
delayed by DOL for 60 days from April 10, 2017 to June 9, 2017. DOL also acted to delay many aspects of the
prohibited transaction exemption requirements during a transition period from June
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9, 2017 to January 1, 2018 provided the agent (and if applicable, financial institution) comply with “impartial conduct
standards.” The impartial conduct standards essentially require the sale to be in the “best interest” of the client,
misleading statements not be made, and compensation be reasonable. More recently, DOL has proposed extending the
transition period to July 1, 2019 which at the present time is still under consideration. Industry continues its efforts to
overturn the rule in court actions and Congress continues to consider related legislation but the success or failure of
these efforts cannot be predicted. Assuming the rule is not overturned and the requirements of the exemptions were to
be implemented fully, the impact on the financial services industry generally and on the Company and its business in
particular is difficult to assess. We believe however it could have an adverse effect on sales of annuity products to
IRA owners particularly in the independent agent distribution channel. A significant portion of our annuity sales are to
IRAs. Compliance with the prohibited transaction exemptions when fully phased in would likely require additional
supervision of agents, cause changes to compensation practices and product offerings, and increase litigation risk, all
of which could adversely impact our business, results of operations and/or financial condition. FGL Insurance will
continue to monitor developments closely and believes it is prepared to execute implementation plans as necessary to
meet the rule and exemption requirements on the requisite applicability dates.

Employees

As of September 30, 2017, we had 299 employees. We believe that we have a good relationship with our employees.
FGL Available Information

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

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

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

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

As described in "Item 1. Business-Overview-Our Company," on May 24, 2017, FGL entered into a Merger Agreement
by and among CF Corp., Parent and Merger Sub. Subject to the terms and conditions of the Merger Agreement, at the
Effective Time, Merger Sub will merge with and into the Company, with the Company continuing as the surviving
entity, which will become an indirect, wholly-owned subsidiary of CF Corp. The Merger is subject to closing
conditions, including, among others, the receipt of regulatory approval from the Iowa Insurance Division.

A number of the closing conditions are outside of our control and we cannot predict with certainty whether all of the
required closing conditions will be satisfied or waived or if other uncertainties may arise. In addition, regulators could
impose additional requirements or obligations as conditions for their approvals, which may be burdensome. Despite
our best efforts, we may not be able to satisfy the various closing conditions or obtain the necessary waivers or
approvals in a timely fashion or at all, in which case the Merger would be prevented or delayed.

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

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

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

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

Shareholder litigation against the Company, our directors and/or CF Corp could delay or prevent the Merger and
cause us to incur significant costs and expenses.
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Transactions such as the Merger are often subject to lawsuits by shareholders. Conditions to the closing of the Merger
include that no law or order shall have been enacted, issued or enforced and in effect, that would prevent or prohibit
consummation of the Merger. We cannot provide assurance as to the outcome of any potential lawsuits, including the
costs associated with defending the claims or any other liabilities that may be incurred in connection with the
litigation or settlement of lawsuits.
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Risks Relating to Our Business

Our business is highly regulated and subject to numerous legal restrictions and regulations.

State Regulation

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

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

State insurance departments conduct periodic examinations of the books and records, financial reporting, policy and
rate filings, market conduct and business practices of insurance companies domiciled in their states, generally once
every three to five years. The regulator in FGL Insurance’s previous state of domicile, the MIA, completed a routine
financial examination of FGL Insurance for the three-year period ended December 31, 2012. The NYDFS completed a
routine financial examination of FGL NY Insurance for the three-year periods ended December 31, 2009 and is
completing its exam for the period ending December 31, 2012. The Vermont Department of Financial Regulation
completed a routine financial examination of Raven Re for the period from April 7, 2011 (commencement of
business) through December 31, 2012. FGL Insurance is currently the subject of four ongoing market conduct
examinations or inquiries in various states. While FGL Insurance does not believe that any of the current market
conduct examinations it is subject to will result in any fines or remediation orders that will be material to its business,
market conduct examinations can result in monetary fines or remediation and generally require FGL Insurance to
devote significant resources to the management of such examinations. As a result of its re-domestication to Iowa, FGL
Insurance became subject to financial and market conduct examinations by the IID, the primary regulatory authority
for ITowa domestic life insurance companies.

NAIC

Although our business is subject to regulation in each state in which we conduct business, in many instances the state
regulatory models emanate from the NAIC. State insurance regulators and the NAIC regularly re-examine existing
laws and regulations applicable to insurance companies and their products. Changes in these laws and regulations, or
interpretations thereof, are often made for the benefit of the consumer and at the expense of the insurer and, thus,
could have a material adverse effect on our business, operations and financial condition. We are also subject to the

41



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

risk that compliance with any particular regulator’s interpretation of a legal or accounting issue may not result in
compliance with another regulator’s interpretation of the same issue, particularly when compliance is judged in
hindsight.
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Under insurance guaranty fund laws in most states, insurance companies doing business therein can be assessed up to
prescribed limits for policyholder losses incurred by insolvent companies. We cannot predict the amount or timing of
any such future assessments. There is an additional risk that any particular regulator’s interpretation of a legal or
accounting issue may change over time to our detriment, or that changes to the overall legal or market environment,
even absent any change of interpretation by a particular regulator, may cause us to change our views regarding the
actions we need to take from a legal risk management perspective, which could necessitate changes to our practices
that may, in some cases, limit our ability to grow and improve profitability.

Some of the NAIC pronouncements, particularly as they affect accounting issues, take effect automatically in the
various states without affirmative action by the states. Statutes, regulations and interpretations may be applied with
retroactive impact, particularly in areas such as accounting and reserve requirements. Also, regulatory actions with
prospective impact can potentially have a significant impact on our current product offerings. The NAIC continues to
work to reform state regulation in various areas, including comprehensive reforms relating to life insurance reserves.
On June 10, 2016, the NAIC formally approved principle-based reserving for life insurance products with secondary
guarantees, with an effective date January 1, 2017. A three year transition period is available which delays application
of the new guidance until January 1, 2020. Additionally, various statutory accounting guidance is being evaluated,
including investment value of insurance subsidiaries.

Federal Regulation

In April 2016, the DOL issued the “fiduciary” rule which could have a material impact on the Company, its products,
distribution, and business model. The rule provides that persons who render investment advice for a fee or other
compensation with respect to an employer plan or IRA are fiduciaries of that plan or IRA. The rule expands the
definition of fiduciary under ERISA to apply to insurance agents who advise and sell products to IRA owners. As a
result, commissioned insurance agents selling the Company’s IRA products must qualify for a prohibited transaction
exemption, either the newly introduced BICE or amended PTE 84-24. When fully implemented, BICE would apply to
fixed indexed annuities and amended PTE 84-24 would apply to fixed rate annuities. The rule and exemptions have
been the subject of much controversy and various actions have been taken by DOL to delay and reconsider aspects of
the rule and exemptions. The rule took effect June 2016 and was scheduled to become applicable in April 2017 but the
“applicability date" was delayed by DOL for 60 days from April 10, 2017 to June 9, 2017. DOL also acted to delay
many aspects of the prohibited transaction exemption requirements during a transition period from June 9, 2017 to
January 1, 2018 provided the agent (and if applicable, financial institution) comply with “impartial conduct standards.”
The impartial conduct standards essentially require the sale to be in the “best interest” of the client, misleading
statements not be made, and compensation be reasonable. More recently, DOL has proposed extending the transition
period to July 1, 2019 which at the present time is still under consideration. Industry continues its efforts to overturn
the rule in court actions and Congress continues to consider related legislation but the success or failure of these
efforts cannot be predicted. Assuming the rule is not overturned and the requirements of the exemptions were to be
implemented fully, the impact on the financial services industry generally and on the Company and its business in
particular is difficult to assess. We believe however it could have an adverse effect on sales of annuity products to
IRA owners particularly in the independent agent distribution channel. A significant portion of our annuity sales are to
IRAs. Compliance with the prohibited transaction exemptions when fully phased in would likely require additional
supervision of agents, cause changes to compensation practices and product offerings, and increase litigation risk, all
of which could adversely impact our business, results of operations and/or financial condition. FGL Insurance will
continue to monitor developments closely and believes it is prepared to execute implementation plans as necessary to
meet the rule and exemption requirements on the requisite applicability dates.

Other Regulation

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

Compliance with applicable laws and regulations is time-consuming and personnel-intensive, and changes in laws and
regulations may materially increase the cost of compliance and other expenses of doing business. There are a number
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could result, among other things, in suspension or revocation of our licenses, cease and desist orders, fines, civil
penalties, criminal penalties or other disciplinary action, which could materially harm our results of operations and
financial condition. If we fail to address, or appear to fail to address, appropriately any of these matters, our reputation
could be harmed and we could be subject to additional legal risk, which could increase the size and number of claims
and damages asserted against us or subject us to enforcement actions, fines and penalties. See “Business-Regulation” for
further discussion of the impact of regulations on our business.

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

Accounting rules, changes to accounting rules, or the grant of permitted accounting practices to competitors could
negatively impact us.

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

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

The agreements and instruments governing our debt contain significant operating and financial restrictions, which
may prevent us from capitalizing on business opportunities.

The indenture governing the 6.375% senior notes due 2021 (the “Senior Notes”) issued by FGLH and the three-year
$150 unsecured revolving credit facility (the “Credit Agreement”); each contains various restrictive covenants which
limit, among other things, FGLH’s ability to:

encur additional indebtedness;

pay dividends or certain other distributions on its capital stock other than as allowed under the indenture and the
Credit Agreement;

make certain investments or other restricted payments;

engage in transactions with stockholders or affiliates;

sell certain assets or merge with or into other companies;
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guarantee indebtedness; and

ereate liens.

In addition, if FGL or FGLH undergoes a “change of control” as defined in the indenture, each holder of Senior Notes
will have the right to require us to repurchase their Senior Notes at a price equal to 101% of the principal amount and
any accrued but unpaid interest.

As a result of these restrictions and their effect on us, we may be limited in how we conduct our business and we may
be unable to raise additional debt financing to compete effectively or to take advantage of new business opportunities.
The terms of any future indebtedness we or our subsidiaries may incur could include more restrictive covenants.

For detailed information about restrictions governing our debt, see Part II, Item 7. "Debt" in this report.

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

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

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

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

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

For example, expectations that our investments in RMBS and CMBS will continue to perform in accordance with
their contractual terms are based on assumptions a market participant would use in determining the current fair value
and considering the performance of the underlying assets. We have non-agency RMBS holdings of $1 billion as of
September 30, 2017. It is possible that the collateral underlying these investments will not meet performance
expectations and the lower performance levels may lead to adverse changes in the cash flows on our holdings of these
types of securities. This could lead to potential future other-than-temporary impairments ("OTTI") within our portfolio
of these securities. In addition, expectations that our investments in corporate securities or debt obligations will
continue to perform in accordance with their contractual terms are based on evidence gathered through our normal
credit surveillance process. It is possible that issuers of corporate securities in which we have invested will perform
worse than current expectations. Such events may lead us to recognize potential future OTTI within our portfolio of
corporate securities. We recorded OTTI charges of approximately $22 and $44 for the fiscal years ended

September 30, 2017 and 2016, respectively. It is also possible that unanticipated events would lead us to dispose of
certain of those holdings and recognize the effects of any market movements in our financial statements.
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A financial strength ratings downgrade, potential downgrade, or any other negative action by a rating agency, could
make our product offerings less attractive and increase our cost of capital, and thereby adversely affect our financial
condition and results of operations.

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

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

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

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

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

Rating agencies assign ratings based upon several factors. While most of these factors relate to the rated company,
some factors relate to the views of the rating agency, general economic conditions and circumstances outside the rated
company’s control. In addition, rating agencies use various proprietary models and formulas to assess the strength of a
rated company, and from time to time rating agencies have altered their models and may do so in the future in ways
that negatively impact the financial strength ratings of our insurance subsidiaries and make it more difficult to
maintain or obtain comparable ratings going forward. As rating agencies continue to evaluate the financial services
industry, it is possible that rating agencies will heighten the level of scrutiny that they apply to financial institutions,
increase the frequency and scope of their credit reviews, request additional information from the companies that they
rate and potentially adjust upward the capital and other requirements employed in the rating agency models for
maintenance of certain ratings levels. It is possible that the outcome of any such review of us would have additional
adverse ratings consequences, which could have a material adverse effect on our results of operations, financial
condition and liquidity. We may need to take actions in response to changing standards or capital requirements set by
any of the rating agencies which could cause our business and operations to suffer. If the financial strength ratings of
our insurance subsidiaries are downgraded, we anticipate that our sales of new policies will be adversely impacted and
that we could experience substantial surrenders of existing policies. In order to improve or maintain their financial
strength ratings, our insurance subsidiaries may limit the amount of dividends that they would otherwise pay to us. In
that regard, we may, among other things, implement business strategies to improve the RBC ratio of our insurance
subsidiaries to a level anticipated by the rating agencies to maintain or improve our current rating. If we are unable to
achieve this level, we may limit dividend payments from FGL Insurance to the extent necessary. We cannot guarantee
these measures will be successful, and if FGL Insurance fails to maintain such a target RBC ratio, its financial strength
rating could suffer. We cannot predict what actions rating agencies may take in the future, and failure to improve or
maintain current financial strength ratings could adversely affect our financial condition and results of operations.
Following the announcement of the CF Corp Merger Agreement on May 24, 2017, the rating organizations have
undertaken a review of our debt ratings and our insurance company subsidiaries’ financial strength ratings. The rating
organizations may take various actions, positive or negative. Such actions are beyond FGL's control and FGL cannot
predict what these actions may be and the timing thereof.

We are required to maintain minimum ratings as a matter of routine practice under our over-the-counter derivative
agreements on forms promulgated by the ISDA. Under some ISDA agreements, we have agreed to maintain certain
financial strength ratings. A downgrade below these levels provides the counterparty under the agreement the right to
terminate the open derivative contracts between the parties, at which time any amounts payable by us or the
counterparty would be dependent on the market value of the underlying derivative contracts. Our current rating allows
multiple counterparties the right to terminate ISDA agreements. As of September 30, 2017, the amount at risk for
ISDA agreements which could be terminated based upon our current ratings was $413, which equals the fair value to
us of the open over-the-counter call option positions. The fair value of the call options can never decrease below zero.
No ISDA agreements have been terminated, although the counterparties have
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reserved the right to terminate the ISDA agreements at any time. In certain transactions, we and the counterparty have
entered into a collateral support agreement requiring either party to post collateral when the net exposures exceed
predetermined thresholds. These thresholds vary by counterparty and credit rating but are generally zero. As of
September 30, 2017 and 2016, $381 and $128, respectively, of collateral was posted by our counterparties.
Accordingly, the maximum amount of loss due to credit risk that we would incur if parties to the call options failed
completely to perform according to the terms of the contracts was $32 and $148 at September 30, 2017 and 2016,
respectively.
Additionally, under certain insurance reserve financing arrangements, if FGLH were to take certain actions without
the counterparties consent, and such actions resulted in a specified financial strength ratings downgrade, FGLH would
be in default.
See “Item 7A. Quantitative and Qualitative Disclosures about Market Risk-Credit Risk and Counterparty Risk”.
The amount of statutory capital that our insurance subsidiaries have and the amount of statutory capital that they must
hold to maintain their financial strength ratings and meet other requirements can vary significantly from time to time
due to a number of factors outside of our control.
Our insurance subsidiaries are subject to regulations that provide minimum capitalization requirements based on RBC
formulas for life insurance companies that establish capital requirements relating to insurance, business, asset, interest
rate, and certain other risks.
In any particular year, statutory surplus amounts and RBC ratios may increase or decrease depending on a variety of
factors, most of which are outside of our control, including, but not limited to, the following:
the amount of statutory income or losses generated by our insurance subsidiaries (which itself is sensitive to equity
market and credit market conditions);

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

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

The failure of any of our insurance subsidiaries to meet its applicable RBC requirements or minimum capital and
surplus requirements could subject it to further examination or corrective action imposed by insurance regulators,
including limitations on its ability to write additional business, supervision by regulators or seizure or liquidation. Any
corrective action imposed could have a material adverse effect on our business, results of operations and financial
condition. A decline in RBC ratios also limits the ability of an insurance subsidiary to make dividends or distributions
to us and could be a factor in causing rating agencies to downgrade the insurer’s financial strength ratings, which could
have a material adverse effect on our business, results of operations and financial condition.

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

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

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

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

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

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

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

Our insurance subsidiaries cede material amounts of insurance and transfer related assets and certain liabilities to other
insurance companies through reinsurance. For example, a material amount of reinsured liabilities are concentrated
with Wilton Re and FSRCI. As of September 30, 2017, the amount recoverable from Wilton Re and FSRCI was
$1,535 and $1,016, respectively. As of September 30, 2017, the reserves ceded to Wilton Re and FSRCI were $1,477
and $1,016, respectively. Given our significant concentration of reinsurance with Wilton Re, if Wilton Re fails to
perform its obligations under the various reinsurance treaties, such failure could have a material impact on our
financial position. See “Business- Reinsurance-Wilton Re Transaction”. However, notwithstanding the transfer of
related assets and certain liabilities, we remain liable with respect to ceded insurance should any reinsurer fail to meet
the obligations assumed. Accordingly, we bear credit risk with respect to our reinsurers. The failure, insolvency,
inability or unwillingness of any reinsurer to pay under the terms of reinsurance agreements with us could materially
adversely affect our business, financial condition and results of operations. To mitigate the counterparty risk for the
FSRCI transaction, the assets are held on FGL Insurance's balance sheet and are used as collateral in the event of a
failure. For Wilton Re, A+ rated from Fitch, we monitor the credit rating. During 2014 Wilton Re announced their
purchase by Canadian Pension Plan Investment Board, ("CCIB"), an AAA rated organization. With the capital
resources of CCIB behind Wilton Re, we believe the counterparty risk is low. See “Business- Reinsurance-Wilton Re
Transaction”.

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

The credit for reinsurance taken by our insurance subsidiaries under offshore reinsurance agreements is, under certain
conditions, dependent upon the offshore reinsurer’s ability to obtain and provide sufficient qualifying assets in a
qualifying trust or qualifying letters of credit issued by qualifying lending banks. The cost of letters of credit, when
available, continues to be very expensive in the current economic environment. Loss of reserve credit by an insurance
subsidiary would require it to establish additional reserves and would result in a decrease in the level of its capital,
which could have a material adverse effect on our profitability, results of operations and financial condition.

In recent years, access to reinsurance has become more costly for members of the insurance industry, including us. In
addition, the number of life reinsurers has decreased as the reinsurance industry has consolidated. The decreased
number of participants in the life reinsurance market resulted in increased concentration of risk for insurers, including
us. If the reinsurance market further contracts, our ability to continue to offer our products on terms favorable to us
could be negatively impacted, resulting in adverse consequences to our business, operations and financial condition.

In addition, reinsurers are facing many challenges regarding illiquid credit or capital markets, investment downgrades,
rating agency downgrades, deterioration of general economic conditions and other factors negatively impacting the
financial services industry generally. If such events cause a reinsurer to fail to meet its obligations, our business,
financial condition and results of operations could be materially adversely affected.
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Restrictions on our ability to use captive reinsurers could adversely impact our competitive position and results of
operations.

The NAIC and state insurance regulators continue to review life insurance companies’ use of affiliated captive
reinsurers or off-shore entities. On June 4, 2014, Rector & Associates, a consulting firm commissioned by the NAIC,
presented a revised report (the “Rector Report”) to the Principle-Based Reserving Implementation Task Force of the
NAIC which proposes a new regulatory framework for captives assuming term life insurance (“XXX”) or universal life
insurance with secondary guarantees (“AXXX") business, and recommends, among other things, placing limitations on
the types of assets that may be used to finance reserves associated with XXX and AXXX business and making an
individual state’s adoption of the new regulations contemplated by the report an NAIC accreditation standard. On
August 17, 2014, the NAIC Executive (EX) Committee adopted the regulatory framework proposed by the Rector
Report, including recommendations to have various NAIC technical subgroups propose regulations and guidelines to
implement the new framework. These technical working groups are in various stages of developing and proposing
regulations and guidelines. On October 9, 2014, the NAIC’s Principle-Based Reserving Implementation Task Force
voted to expose for comment a new Actuarial Guideline (AG48) designed to implement many of the
recommendations in the Rector Report related to the amount of assets that may be supported by different asset classes
in connection with certain transactions involving captive reinsurance companies. AG48 was adopted effective January
1, 2015 and did not materially impact the Company’s financial statements or actuarial opinion.

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

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

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

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

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

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

During periods of increasing market interest rates, we may offer higher crediting rates on interest-sensitive products,
such as universal life insurance and fixed annuities, and we may increase crediting rates on in-force products to keep
these products competitive. Increases in crediting rates, as well as surrenders and withdrawals, could have a material
adverse effect on our business, financial condition and results of operations. In addition, if long-term interest rates rise
dramatically within a six- to twelve-month time period, certain of our products may be exposed to disintermediation
risk. Higher interest rates may increase the cost of debt and other obligations having floating rate or rate reset
provisions and may result in lower sales of other products. A rise in interest rates, in the absence of other
countervailing changes, will increase the gross unrealized loss position of our investment portfolio which will
decrease our accumulated other comprehensive income and shareholders’ equity. Our gross unrealized loss on our
available for sale ("AFS") portfolio was $139 as of September 30, 2017 compared to $269 as of September 30, 2016.
Our investments are subject to market and credit risks. These risks could be heightened during periods of extreme
volatility or disruption in financial and credit markets.

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

The value of our mortgage-backed investments depends in part on the financial condition of the borrowers and tenants
for the properties underlying those investments, as well as general and specific economic trends affecting the overall
default rate. We are also subject to the risk that cash flows resulting from the payments on pools of mortgages that
serve as collateral underlying the mortgage-backed securities we own may differ from our expectations in timing or
size. Cash flow variability arising from an unexpected acceleration in mortgage prepayment behavior can be
significant, and could cause a decline in the estimated fair value of certain “interest-only” securities within our
mortgage-backed securities portfolio. Any event reducing the estimated fair value of these securities, other than on a
temporary basis, could have an adverse effect on our business, results of operations and financial condition.
Significant continued financial and credit market volatility, changes in interest rates, credit spreads, credit defaults,
real estate values, market illiquidity, declines in equity prices, acts of corporate malfeasance, ratings downgrades of
the issuers or guarantors of these investments and declines in general economic conditions, either alone or in
combination, could have a material adverse impact on our results of operations, financial condition or cash flows
through realized losses, OTTI, changes in unrealized loss positions and increased demands on capital. As of
September 30, 2017 and 2016, we had gross unrealized losses on our AFS portfolio of $139 and $269, respectively. In
addition, our investment portfolio is concentrated in certain industries. As of September 30, 2017 and 2016, our most
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with a fair value of $2,827 and $2,448, or 12% and 12%, respectively, of the invested assets portfolio. Our holdings in
this industry include investments in 115 and 97 different issuers as of September 30, 2017 and 2016, respectively,
with the top ten investments accounting for 30% and 34% of the total holdings in this industry as of September 30,
2017 and 2016, respectively. In addition, market volatility can make it difficult for us to value certain of our assets,
especially if trading becomes less frequent. Valuations may include assumptions or estimates that may have
significant period-to-period changes that could have an adverse impact on our results of operations or financial
condition.

We are exposed to credit loss in the event of non-performance by our counterparties on call options. We seek to
reduce the risk associated with such agreements by purchasing such options from large, well-established financial
institutions, but there can be no assurance that we will not suffer losses in the event of counterparty non-performance.
As of September 30, 2017 and 2016, $381 and $128, respectively, of collateral was posted by our counterparties.
Accordingly, the maximum amount of loss due to credit risk that we would incur if parties to the call options failed
completely to perform according to the terms of the contracts was $32 and $148 at September 30, 2017 and 2016,
respectively. See "Note 5. Derivative Financial Instruments"” to our audited Consolidated Financial Statements for
further discussion of credit risk.

Equity market volatility could negatively impact our business.

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

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

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

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

From time to time, various tax law changes have been proposed that could have an adverse effect on our business,
including the elimination of all or a portion of the income tax advantages described above for annuities and life
insurance. Additionally, insurance products, including the tax favorable features of these products, generally must be
approved by the insurance regulators in each state in which they are sold. This review could delay the introduction of
new products or impact the features that provide for tax advantages and make such products less attractive to potential
purchasers. If legislation were enacted to eliminate the tax deferral for annuities, such a change would have a material
adverse effect on our ability to sell non-qualified annuities.

We may be required to increase our valuation allowance against our deferred tax assets, and may face restrictions on
our ability to fully utilize such assets which could materially adversely affect our capital position, business, operations
and financial condition.
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upon the generation of sufficient future taxable income, including capital gains. If it is determined that the deferred tax
assets cannot be realized, a deferred tax valuation allowance must be established, with a corresponding charge to net
income.

Based on our current assessment of future taxable income, including available tax planning opportunities, we
anticipate that it is more likely than not that we will generate sufficient taxable income to realize all of our deferred
tax assets as to which we do not have a valuation allowance. If future events differ from our current forecasts, the
valuation allowance may need to be increased from the current amount, which could have a material adverse effect on
our capital position, business, operations and financial condition.

We may be subject to an additional tax as a personal holding company on future undistributed personal holding
company income if we generate passive income in excess of operating expenses (subject to certain exclusions relating
to our life insurance subsidiaries).

Section 541 of the Code subjects a corporation (not including a life insurance corporation) that is a “personal holding
company” (“PHC”) to a 20% tax on “undistributed personal holding company income” in addition to a corporation’s normal
income tax. A corporation (not including a life insurance corporation) is also generally is considered to be a PHC if
(1) at least 60% of its adjusted ordinary gross income (excluding dividends paid by any non-consolidated life insurance
subsidiary) is PHC Income (defined below) and (ii) more than 50% in value of its outstanding stock is owned, directly
or indirectly, by five or fewer individuals (including, for this purpose, certain organizations and trusts) at any time
during the last half of the taxable year. Personal holding company income (“PHC Income”) is comprised primarily of
passive investment income (but does not include non-passive income such as insurance premiums or dividends paid
by any non-consolidated life insurance subsidiary) plus, under certain circumstances, personal service income.

So long as individuals and their affiliates hold (directly or by attribution) more than 50% in value of our outstanding
common stock, including through ownership of the outstanding common stock of HRG at any time during any future
tax year, it is possible that we will be a PHC if at least 60% of our adjusted ordinary gross income consists of PHC
Income (taking into account the rules and exclusions discussed above). In the past, we have not incurred the PHC tax.
However, there can be no assurance that we will not be subject to this tax in the future, which, in turn, may materially
and adversely impact our financial position, results of operations, cash flows and liquidity.

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

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

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

The third parties upon which we depend may default on their obligations to us due to bankruptcy, insolvency, lack of
liquidity, adverse economic conditions, operational failure, fraud, loss of key personnel, or other reasons. Such
defaults could have a material adverse effect on our financial condition and results of operations. In addition, certain
of these other parties may act, or be deemed to act, on behalf of us or represent us in various capacities. Consequently,
we may be held responsible for obligations that arise from the acts or omissions of these other parties.
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Our business could be interrupted or compromised if we experience difficulties arising from outsourcing relationships.
In addition to services provided by third-party asset managers and actuarial consultants, we outsource the following
functions to third-party service providers, and expect to continue to do so in the future: (i) new business
administration, (ii) hosting of financial systems, (iii) servicing of existing policies, (iv) information technology
development and maintenance, (v) call centers and (vi) underwriting administration of life insurance applications. If
we do not maintain an effective outsourcing strategy or third-party providers do not perform as contracted, we may
experience operational difficulties, increased costs and a loss of business that could have a material adverse effect on
our results of operations. In addition, our reliance on third-party service providers that we do not control does not
relieve us of our responsibilities and requirements. Any failure or negligence by such third-party service providers in
carrying out their contractual duties may result in us becoming subjected to liability to parties who are harmed and
ensuing litigation. Any litigation relating to such matters could be costly, expensive and time-consuming, and the
outcome of any such litigation may be uncertain.

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

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

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

Interruption or other operational failures in telecommunication, information technology and other operational systems,
or a failure to maintain the security, integrity, confidentiality or privacy of sensitive data residing on such systems,
including as a result of human error, could harm our business.

We are highly dependent on automated and information technology systems to record and process our internal
transactions and transactions involving our customers, as well as to calculate reserves, value-invested assets and
complete certain other components of our U.S. GAAP and statutory financial statements. We could experience a
failure of one of these systems, our employees or agents could fail to monitor and implement enhancements or other
modifications to a system in a timely and effective manner, or our employees or agents could fail to complete all
necessary data reconciliation or other conversion controls when implementing a new software system or implementing
modifications to an existing system. Despite the implementation of security and back-up measures, our information
technology systems may be vulnerable to physical or electronic intrusions, viruses or other attacks, programming
errors and similar disruptions. We may also be subject to disruptions of any of these systems arising from events that
are wholly or partially beyond our control (for example, natural disasters, acts of terrorism, epidemics, computer
viruses and electrical/telecommunications outages). All of these risks are also applicable where we rely on outside
vendors, including NTT Data (formerly "Dell"), to provide services to us and our customers. The failure of any one of
these systems for any reason, or errors made by our employees or agents, could in each case cause significant
interruptions to our operations, which could harm our reputation, adversely affect our internal control over financial
reporting, or have a material adverse effect on our business, results of operations and financial condition.
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and similar disruptions from unauthorized tampering with our computer systems. While we perform annual
penetration tests and have adopted a number of measures to protect the security of customer and company data and
have not experienced a successful cyber-attack, there is no guaranty that such an attack will not occur or be successful
in the future. Anyone who is able to circumvent our security measures and penetrate our information technology
systems could access, view, misappropriate, alter, or delete information in the systems, including personally
identifiable customer information and proprietary business information. Information security risks also exist with
respect to the use of portable electronic devices, such as laptops, which are particularly vulnerable to loss and theft. In
addition, an increasing number of jurisdictions require that customers be notified if a security breach results in the
disclosure of personally identifiable customer information. Any compromise of the security of our information
technology systems that results in inappropriate access, use or disclosure of personally identifiable customer
information could damage our reputation in the marketplace, deter purchases of our products, subject us to heightened
regulatory scrutiny or significant civil and criminal liability and require us to incur significant technical, legal and
other expenses.

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

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

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

Difficult conditions in the economy generally could adversely affect our business, operations and financial condition.
A general economic slowdown could adversely affect us in the form of changes in consumer behavior and pressure on
our investment portfolios. Concerns over the Federal Reserve’s stimulus plan, the slow economic recovery, the level of
U.S. national debt, the global economic concerns and financial sector issues, sluggish job growth and wage stagnation,
the availability and cost of credit, the U.S. housing market, inflation levels, and geopolitical issues have contributed to
increased volatility and diminished expectations for the economy and the markets. Even under relatively favorable
economic and market conditions, demand for our products, as well as our investment returns, are sensitive to fixed
income, equity, real estate and other fluctuations and overall economic and political conditions. Our top five states for
the distribution of our products are California, Texas, Florida, New Jersey and Michigan, and, as a result, any adverse
economic developments in these states could have an adverse impact on our business. As a result of these and other
concerns, consumer behavior could change, potentially resulting in decreased demand for our products and elevated
levels of policy lapses, policy loans, withdrawals and surrenders. In addition, our investments, including investments
in mortgage-backed securities, could be adversely affected as a result of deteriorating financial and business
conditions affecting the issuers of the securities in our investment portfolio.

We may not be able to protect our intellectual property and may be subject to infringement claims.

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

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

We are exposed to the risks of natural and man-made catastrophes, pandemics and malicious and terrorist acts that
could materially adversely affect our business, financial condition and results of operations.

Natural and man-made catastrophes, pandemics and malicious and terrorist acts present risks that could materially
adversely affect our results of operations. A natural or man-made catastrophe, pandemic or malicious or terrorist act
could materially adversely affect the mortality or morbidity experience of our business or our reinsurers. Claims
arising from such events could have a material adverse effect on our business, operations and financial condition,
either directly or as a result of their effect on our reinsurers or other counterparties. Such events could also have an
adverse effect on lapses and surrenders of existing policies, as well as sales of new policies. While we have taken
steps to identify and manage these risks, such risks cannot be predicted with certainty, nor fully protected against even
if anticipated. In addition, such events could result in overall macroeconomic volatility or specifically a decrease or
halt in economic activity in large geographic areas, adversely affecting the marketing or administration of our business
within such geographic areas or the general economic climate, which in turn could have an adverse effect on our
business, operations and financial condition. The possible macroeconomic effects of such events could also adversely
affect our asset portfolio.

We operate in a highly competitive industry, which could limit our ability to gain or maintain our position in the
industry and could materially adversely affect our business, financial condition and results of operations.

We operate in a highly competitive industry. We encounter significant competition in all of our product lines from
other insurance companies, many of which have greater financial resources and higher financial strength ratings than
us and which may have a greater market share, offer a broader range of products, services or features, assume a
greater level of risk, have lower operating or financing costs, or have different profitability expectations than us.
Competition could result in, among other things, lower sales or higher lapses of existing products.

Our annuity products compete with fixed indexed, fixed rate and variable annuities sold by other insurance companies
and also with mutual fund products, traditional bank investments and other retirement funding alternatives offered by
asset managers, banks and broker-dealers. Our insurance products compete with those of other insurance companies,
financial intermediaries and other institutions based on a number of factors, including premium rates, policy terms and
conditions, service provided to distribution channels and policyholders, ratings by rating agencies, reputation and
commission structures.

Consolidation in the insurance industry and in distribution channels may result in increasing competitive pressures on
us. Larger, potentially more efficient organizations may emerge from such consolidation. In addition, some mutual
insurance companies have converted to stock ownership, which gives them greater access to capital markets and
greater ability to compete. The ability of banks to increase their securities-related business or to affiliate with
insurance companies may materially and adversely affect sales of all of our products by substantially increasing the
number and financial strength of potential competitors. Consolidation and expansion among banks, insurance
companies and other financial services companies with which we do business could also have an adverse effect on our
business, operations and financial condition if they demand more favorable terms than we previously offered or if they
elect not to continue to do business with us following consolidation or expansion.

Our ability to compete is dependent upon, among other things, our ability to develop competitive and profitable
products, our ability to maintain low unit costs, and our maintenance of adequate financial strength ratings from rating
agencies. Our ability to compete is also dependent upon, among other things, our ability to attract and retain
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product features. Such marketers and agents may promote products offered by other life insurance companies that may
offer a larger variety of products than we do. Our competitiveness for such marketers and agents also depends upon
the long-term relationships we develop with them. If we are unable to attract and retain sufficient marketers and
agents to sell our products, our ability to compete and our revenues will suffer.

Our ability to maintain competitive policy expense costs is dependent upon the level of new sales and persistency of
existing business.

Our ability to maintain competitive policy expense costs is dependent upon a number of factors, such as the level of
new sales, persistency of existing business and expense management. A decrease in sales or persistency without a
corresponding reduction in expenses may result in higher policy expense costs.

In addition, lower persistency may result in higher or more rapid amortization of DAC and VOBA, which would
result in higher unit costs and lower reported earnings. Although many of our products contain surrender charges, such
charges decrease over time and may not be sufficient to cover the unamortized DAC and VOBA costs with respect to
the insurance policy or annuity contract being surrendered. Refer to the deferred annuity account values and surrender
charge protection disclosure included within "Item 1. Business, Fixed Rate Annuities."

There may be adverse consequences if the independent contractor status of our IMOs is successfully challenged.

We sell our products through a network of approximately 200 IMOs representing approximately 37,000 independent
agents and managing general agents. We currently treat these IMOs as independent contractors who own their own
businesses. However, the tests governing the determination of whether an individual is considered to be an
independent contractor or an employee are typically fact sensitive and vary from jurisdiction to jurisdiction. Laws and
regulations that govern the status of the IMOs are subject to change or interpretation by various authorities. If a
federal, state or local authority or court enacts legislation or adopts regulations or adopts an interpretation that changes
the manner in which employees and independent contractors are classified or makes any adverse determination with
respect to some or all of our independent contractors, we could incur significant costs in complying with such laws,
regulations or interpretations, including, in respect of tax withholding, social security payments and recordkeeping, or
we could be held liable for the actions of such independent contractors or may be required to modify our business
model, any of which could have a material adverse effect on our business, financial condition and results of
operations. In addition, there is the risk that we may be subject to significant monetary liabilities arising from fines or
judgments as a result of any such actual or alleged non-compliance with federal, state or local tax or employment
laws. Further, if it were determined that our IMOs should be treated as employees, we could possibly incur additional
liabilities with respect to any applicable employee benefit plan.

If we are unable to attract and retain national marketing organizations and independent agents, sales of our products
may be reduced.

We must attract and retain our network of IMOs and independent agents to sell our products. Insurance companies
compete vigorously for productive agents. We compete with other life insurance companies for marketers and agents
primarily on the basis of our financial position, support services, compensation and product features. Such marketers
and agents may promote products offered by other life insurance companies that may offer a larger variety of products
than we do. Our competitiveness for such marketers and agents also depends upon the long-term relationships we
develop with them. Our most important IMOs (those who are able to meet certain production targets) are referred to as
“Power Partners”. We currently have 32 Power Partners that accounted for approximately 95% of our Fiscal 2017 sales
volume. There can be no guaranty that such relationships will continue in the future. If we are unable to attract and
retain a sufficient number of marketers and agents to sell our products, our ability to compete and our revenues would
suffer.

Our subsidiaries may not be able to generate sufficient cash to service all of their obligations and may be forced to
take other actions to satisfy their obligations, which may not be successful.

Our subsidiaries’ ability to make scheduled payments on or to refinance their debt obligations, including the Senior
Notes, depends on their financial condition and operating performance, which in turn are subject to prevailing
economic and competitive conditions and to certain financial, business and other factors beyond their control. Our
subsidiaries may not be able to maintain a level of cash flows from operating activities sufficient to permit them to
pay the principal, premium, if any, and interest on indebtedness.
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If our subsidiaries’ cash flows and capital resources are insufficient to fund our subsidiaries’ obligations, we could face
substantial liquidity problems and may be forced to reduce or delay investments and capital expenditures, or to sell
assets, seek additional capital or restructure or refinance indebtedness. Our ability to restructure or refinance our
subsidiaries’ debt will depend on the condition of the capital markets and our financial condition at such time. Any
refinancing of our subsidiaries’ debt could be at higher interest rates and may require compliance with more onerous
covenants, which could further restrict our business operations. The terms of existing and future debt instruments may
restrict us from adopting some of these alternatives. In addition, any failure to make payments on outstanding
obligations on a timely basis would likely result in a reduction of our ratings, which could harm our ability to conduct
our business and to incur additional indebtedness. In the face of such substantial liquidity problems, we may be
required to dispose of material assets or operations to meet our obligations. We may not be able to consummate those
dispositions and these proceeds may not be adequate to meet any obligations then due.

We are a holding company with no operations of our own. As a consequence, our ability to pay dividends on our stock
will depend on the ability of our subsidiaries to pay dividends to us, which may be restricted by law.

We are a holding company with limited business operations of our own. Our primary subsidiaries are insurance
subsidiaries that own substantially all of our assets and conduct substantially all of our operations. Accordingly, our
payment of dividends is dependent, to a significant extent, on the generation of cash flow by our subsidiaries and their
ability to make such cash available to us, by dividend or otherwise. Our subsidiaries may not be able to, or may not be
permitted to, make distributions to enable us to meet our obligations and pay dividends. Each subsidiary is a distinct
legal entity and legal and contractual restrictions may also limit our ability to obtain cash from our subsidiaries.

Our insurance subsidiaries are subject to various statutory and regulatory restrictions and the ability of our insurance
subsidiaries to pay dividends is limited by applicable insurance laws and regulations. See
“Business-Regulation-Dividend and Other Distribution Payment Limitations”. The Iowa insurance law and the New
York insurance law regulate the amount of dividends that may be paid in any year by FGL Insurance and FGL NY
Insurance, respectively. This could limit both our ability to receive cash flow from our direct wholly-owned
subsidiary, FGLH, FGLH’s ability to receive cash flow from its direct wholly-owned subsidiary, FGL Insurance, and
FGL Insurance’s ability to receive cash flow from its direct wholly-owned subsidiary, FGL NY Insurance.

Each year FGL Insurance may pay a certain limited amount of ordinary dividends or other distributions without being
required to obtain the prior consent of the lowa Commissioner. FGL Insurance is required to provide advance written
notice to the lowa Commissioner of its intention to pay dividends that are deemed ordinary dividends and to request
approval to pay dividends that are deemed extraordinary dividends. Pursuant to Iowa insurance law, ordinary
dividends are payments, together with all other such payments within the preceding twelve months, that do not exceed
the greater of (i) 10% of FGL Insurance’s statutory surplus as regards policyholders as of December 31 of the
preceding year; or (ii) the net gain from operations of FGL Insurance (excluding realized capital gains) for the
12-month period ending December 31 of the preceding year. Dividends may only be paid out of statutory earned
surplus.

Dividends in excess of FGL Insurance’s ordinary dividend capacity are referred to as extraordinary and require prior
approval of the lowa Commissioner. In deciding whether to approve a request to pay an extraordinary dividend, lowa
insurance law requires the lowa Commissioner to consider the effect of the dividend payment on FGL Insurance’s
surplus and financial condition generally and whether the payment of the dividend will cause FGL Insurance to fail to
meet its required RBC ratio. In addition, Delaware law may impose requirements that may restrict our ability to pay
dividends to holders of our common stock. FGL Insurance has not paid out extraordinary dividends since 2008, and in
the future FGL Insurance may be required to request approval to pay an extraordinary dividend and there is no
guarantee such a request would be approved by the lowa Commissioner.

It is possible that in the future, our insurance subsidiaries may be unable to pay dividends or distributions to us in an
amount sufficient to meet our obligations or to pay dividends due to a lack of sufficient statutory net gain from
operations, a diminishing statutory policyholders surplus, changes to the lowa or New York insurance laws or
regulations or for some other reason. Further, the covenants in the agreement governing the existing indebtedness of
FGLH significantly restrict its ability to pay dividends, which further limits our ability to obtain cash or other assets
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from our subsidiaries. If our subsidiaries cannot pay sufficient dividends or distributions to us in the future, we would
be unable to meet our obligations or to pay dividends. This would negatively affect our business and financial
condition as well as the trading price of our common stock.

42

72



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

Table of Contents

Risks Relating to Our Common Stock

The market price of our common stock may be volatile and could decline.

The market price of our common stock may fluctuate significantly in response to various factors, some of which are
beyond our control. In addition to the factors discussed in this “Risk Factors” section and elsewhere in this Form 10-K,
the factors that could affect our stock price are:

tndustry or general market conditions;

domestic and international political and economic factors unrelated to our performance;

actual or anticipated fluctuations in our quarterly operating results;

changes in or failure to meet publicly disclosed expectations as to our future financial performance;

changes in securities analysts’ estimates of our financial performance or lack of research and reports by industry
analysts;

action by institutional shareholders or other large shareholders, such as HRG, including sales of large blocks of
common stock;

speculation in the press or investment community;

changes in investor perception of us and our industry;

changes in market valuations or earnings of similar companies;

announcements by us or our competitors of significant products, contracts, acquisitions or strategic partnerships;
changes in our capital structure, such as future sales of our common stock or other securities;

changes in applicable laws, rules or regulations, regulatory actions affecting us and other dynamics; and

additions or departures of key personnel.

The stock markets have experienced extreme volatility over time that has been unrelated to the operating performance
of particular companies. These broad market fluctuations may adversely affect the trading price of our common stock.
In the past, following periods of volatility in the market price of a company’s securities, class action litigation has often
been instituted against such company. Any litigation of this type brought against us could result in substantial costs
and a diversion of our management’s attention and resources, which would harm our business, operating results and
financial condition.

Future sales of a substantial number of shares by existing shareholders could cause our stock price to decline.

Sales of substantial amounts of our common stock in the public market, or the perception that these sales could occur,
could cause the market price of our common stock to decline. As of September 30, 2017, we have 58,933 thousand
outstanding shares of common stock. The 9,750 thousand shares sold pursuant to the Company’s initial public offering
("IPO") on December 13, 2013, as well as the additional 1,463 thousand options granted to the underwriters that was
subsequently exercised, became immediately tradable without restriction under the Securities Act unless held by
“affiliates”, as that term is defined in Rule 144 under the Securities Act of 1933, as amended (“Securities Act”). The
remaining 47,720 thousand shares of common stock outstanding are restricted securities within the meaning of Rule
144 under the Securities Act, but will be eligible for resale subject to applicable volume, means of sale, holding period
and other limitations of Rule 144. We also have entered into a registration rights agreement with HRG pursuant to
which HRG is able to require us to register shares it holds for resale. We have filed and intend to file registration
statements under the Securities Act to register the shares of common stock to be issued under our 2013 Stock
Incentive Plan, as amended (the “Omnibus Plan”) and, as a result, all shares of common stock acquired upon exercise of
stock options and vesting of unvested restricted shares granted under the Omnibus Plan will also be freely tradable
under the Securities Act, unless purchased by our affiliates. A total of 2,838 thousand shares of common stock are
reserved for issuance under the Omnibus Plan. At September 30, 2017, 603 thousand shares remain available for
future issuance under the Omnibus Plan.

In the future, we may issue additional shares of common stock or other equity or fixed maturity securities convertible
into common stock in connection with a financing, acquisition, and litigation settlement or employee arrangement or
otherwise. Any of these issuances could result in substantial dilution to our existing shareholders and could cause the
trading price of our common stock to decline.
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If securities or industry analysts do not publish research or publish misleading or unfavorable research about our
business, our stock price and trading volume could decline.

The trading market for our common stock depends in part on the research and reports that securities or industry
analysts publish about us or our business. We are currently covered by one or more securities analysts, but there is no
guarantee such coverage will continue. If one or more of the analysts covering our stock downgrades our stock or
publishes misleading or unfavorable research about our business, our stock price would likely decline. If one or more
of these analysts ceases coverage of our company or fails to publish reports on us regularly, demand for our stock
could decrease, which could cause our stock price or trading volume to decline.

Under our amended and restated certificate of incorporation, HRG and its affiliates, including in some circumstances,
any of our directors and officers who is also a director, officer, employee, member or partner of HRG and its affiliates,
have no obligation to offer us corporate opportunities.

The policies relating to corporate opportunities and transactions with HRG are set forth in our amended and restated
certificate of incorporation, address potential conflicts of interest between us, on the one hand, and HRG and its
affiliates on the other hand. Our certificate of incorporation provides that HRG and its affiliates, including in some
circumstances, any of our directors and officers who is also a director, officer, employee, member or partner of HRG
and its affiliates, will not have any obligation to present to us, and HRG may separately pursue, or present to other of
its subsidiaries, corporate opportunities of which they become aware, even if those opportunities are ones that we
would have pursued if granted the opportunity. This includes FSRCI, which may, for example, be interested in
pursuing acquisitions of blocks of business or insurance companies that we may also be interested in pursuing. By
becoming one of our shareholders, holders of our common stock will be deemed to have notice of and have consented
to these provisions of our certificate of incorporation. Although these provisions are designed to resolve conflicts
between us and HRG and our respective affiliates fairly, conflicts may not be so resolved.

Future offerings of debt or equity securities that rank senior to our common stock may adversely affect the market
price of our common stock.

If, in the future, we decide to issue debt or equity securities that rank senior to our common stock, it is likely that such
securities will be governed by an indenture or other instrument containing covenants restricting our operating
flexibility. Additionally, any convertible or exchangeable securities that we issue in the future may have rights,
preferences and privileges more favorable than those of our common stock and may result in dilution of the
percentage ownership of the holders of our common stock. We and, indirectly, our shareholders, will bear the cost of
issuing and servicing such securities. Because our decision to issue debt or equity securities in any future offering will
depend on market conditions and other factors beyond our control, we cannot predict or estimate the amount, timing
or nature of our future offerings. Thus, holders of our common stock will bear the risk of our future offerings reducing
the market price of our common stock and diluting the value of their stock holdings in us.

Fulfilling our obligations incident to being a public company, including with respect to the requirements of and related
rules under the Sarbanes-Oxley Act of 2002, is expensive and time-consuming, and any delays or difficulties in
satisfying these obligations could have a material adverse effect on our future results of operations and our stock price.

Prior to our IPO in December 2013, we operated as a private company, or as a subsidiary of a public company, and
were not subject to the same financial and other reporting and corporate governance requirements as a public
company. Since the IPO, we became required to file annual, quarterly and other reports with the SEC. We are required
to prepare and timely file financial statements that comply with SEC reporting requirements. We are also subject to
other reporting and corporate governance requirements under the listing standards of the New York Stock Exchange
(“NYSE”) and the Sarbanes-Oxley Act of 2002, which impose significant compliance costs and obligations upon us.
The changes necessitated by being a public company require a significant commitment of additional resources and
management oversight which increases our operating costs. These changes also continue to place significant
additional demands on our finance and accounting staff, which may not have prior public company experience or
experience working for a newly public company, and on our financial accounting and information systems. We have
hired and in the future may hire additional accounting and financial staff with public company reporting experience
and technical accounting knowledge. Other expenses associated with being a public company include increases in
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increased directors’ fees and director and officer liability insurance costs, registrar and transfer agent fees and listing
fees, as well as other expenses. As a public company, we are required, among other things, to:
prepare and file periodic reports, and distribute other shareholder communications, in compliance with the federal
securities laws and NYSE listing standards;
define and expand the roles and the duties of our board of directors and its committees;
tnstitute more comprehensive compliance, investor relations and internal audit functions; and
evaluate and maintain our system of internal control over financial reporting, and report on management’s assessment
thereof, in compliance with rules and regulations of the SEC and the Public Company Accounting Oversight Board.
In particular, the Sarbanes-Oxley Act of 2002 requires us to document and test the effectiveness of our internal control
over financial reporting in accordance with an established internal control framework, and to report on our
conclusions as to the effectiveness of our internal controls. In addition, we are required under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), to maintain disclosure controls and procedures and internal control over
financial reporting. Any failure to implement required new or improved controls, or difficulties encountered in their
implementation, could harm our operating results or cause us to fail to meet our reporting obligations. As described in
“Part II - Item 9A. Controls and Procedures,” we identified and, as of September 30, 2017, remediated a material
weakness in our internal controls. With remediation, the Company's management was able to conclude that its internal
control over financial reporting was effective as of September 30, 2017. If we are unable to conclude that we have
effective internal control over financial reporting, investors could lose confidence in the reliability of our financial
statements. This could result in a decrease in the value of our common stock. Failure to comply with the
Sarbanes-Oxley Act of 2002 could potentially subject us to sanctions or investigations by the SEC, NYSE, or other
regulatory authorities.
In 1992, The Committee of Sponsoring Organization of the Treadway Commission ("COSO") developed an integrated
framework for the design and evaluation of organization internal controls over financial reporting. Public companies
have used the framework to evaluate and document the effectiveness of the internal control systems. In May of 2013,
the COSO Board adopted an updated framework which will supersede the COSO 1992 framework for year ends after
December 15, 2014. The revised framework is designed to address global, more complex and technology driven
companies, creates greater transparency for investors and helps to meet more regulatory oversight. As a September
30th filer, we implemented the revised framework for Fiscal Year 2015.
Even if HRG sells sufficient common stock in the future so that it is no longer our majority shareholder, anti-takeover
provisions in our charter documents and Delaware law could discourage, delay or prevent a change in control of our
company and may affect the trading price of our common stock.
Our certificate of incorporation and by-laws include a number of provisions that may discourage, delay or prevent a
change in our management or control over us that shareholders may consider favorable in the event that HRG sells
sufficient stock in the future so that it is no longer our majority shareholder. For example, our amended and restated
certificate of incorporation and amended and restated by-laws:
authorize the issuance of “blank check” preferred stock that could be issued by our board of directors to thwart a
takeover attempt;
establish a classified board of directors, as a result of which our board of directors will be divided into three classes,
with members of each class serving staggered three-year terms, which prevents shareholders from electing an entirely
new board of directors at an annual meeting;
4imit the ability of shareholders to remove directors;
o
provide that vacancies on our board of directors, including vacancies resulting from an enlargement of our board of
directors, may be filled only by a majority vote of directors then in office;
prohibit shareholders from calling special meetings of shareholders if HRG ceases to own at least 50% of the
outstanding shares of our common stock;

prohibit shareholder action by written consent, thereby requiring all actions to be taken at a meeting of the

shareholders, if HRG ceases to own at least 50% of the outstanding shares of our common stock;

77



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

establish advance notice requirements for nominations of candidates for election as directors or to bring other business
before an annual meeting of our shareholders; and

45

78



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

Table of Contents

require the approval of holders of at least 66 2/3% of the outstanding shares of our common stock to amend our
amended and restated by-laws and certain provisions of our amended and restated certificate of incorporation if HRG
ceases to own at least 50% of the outstanding shares of our common stock.

These provisions may prevent our shareholders from receiving the benefit from any premium to the market price of
our common stock offered by a bidder in a takeover context. Even in the absence of a takeover attempt, the existence
of these provisions may adversely affect the prevailing market price of our common stock if the provisions are viewed
as discouraging takeover attempts in the future.

Our certificate of incorporation and by-laws may also make it difficult for shareholders to replace or remove our
management. These provisions may facilitate management entrenchment that may delay, deter, render more difficult
or prevent a change in our control, which may not be in the best interests of our shareholders.

Many states, including the jurisdictions where our principal insurance subsidiaries FGL Insurance and FGL NY
Insurance are organized (Iowa and New York, respectively), have insurance laws and regulations that require advance
approval by state agencies of any direct or indirect change in control of an insurance company that is domiciled in or,
in some cases, has such substantial business that it is deemed to be commercially domiciled in that state. Therefore,
any person seeking to acquire a controlling interest in us would face regulatory obstacles which may delay, deter or
prevent an acquisition that shareholders might consider in their best interests.

We are a “controlled company” within the meaning of the NYSE listing standards and, as a result, we qualify for, and
rely on, exemptions from certain corporate governance requirements. Our stockholders do not have the same
protections afforded to shareholders of companies that are subject to such requirements.

HRG directly or indirectly holds more than 50% of our common stock, so we qualify as a “controlled company” within
the meaning of the corporate governance rules of the NYSE. Under these rules, a company may elect not to comply
with certain corporate governance requirements, including:

the requirement that a majority of the board of directors consist of independent directors;

the requirement that we have a nominating and corporate governance committee that is composed entirely of
independent directors with a written charter addressing the committee’s purpose and responsibilities;

the requirement that we have a compensation committee that is composed entirely of independent directors with a
written charter addressing the committee’s purpose and responsibilities; and

the requirement for an annual performance evaluation of the nominating and corporate governance and compensation
committees.

We utilize certain of these exemptions and intend to continue to do so. As a result, we do not have a majority of
independent directors, and our compensation committee and nominating and corporate governance committee do not
consist entirely of independent directors, however, such board committees do perform annual performance evaluations
even though they are not required to do so by NYSE listing standards.

Our certificate of incorporation designates the Court of Chancery of the State of Delaware as the exclusive forum for
certain litigation that may be initiated by our shareholders, which could limit our shareholders’ ability to obtain a
favorable judicial forum for disputes with us.

Our certificate of incorporation provides that the Court of Chancery of the State of Delaware will be the sole and
exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of
breach of a fiduciary duty owed to us or our shareholders by any of our directors, officers, employees or agents,

(iii) any action asserting a claim against us arising under the General Corporation Law of the State of Delaware
(“DGCL”) or (iv) any action asserting a claim against us that is governed by the internal affairs doctrine. By becoming a
shareholder in our company, holders of our common stock will be deemed to have notice of and have consented to the
provisions of our amended and restated certificate of incorporation related to choice of forum. The choice of forum
provision in our amended and restated certificate of incorporation may limit our shareholders’ ability to obtain a
favorable judicial forum for disputes with us.

Our Principal Shareholder’s interests may conflict with yours.

HRG beneficially owns (directly or indirectly) approximately 80% of the outstanding shares of our common stock. As
aresult, HRG is in a position to exercise significant influence over all matters requiring shareholder
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approval for the foreseeable future, including decisions regarding extraordinary business transactions, fundamental
corporate transactions, appointment of members of our management, election of directors and our corporate and
management policies.

In the event that HRG reduces its beneficial ownership below 50% of our outstanding common stock, it will likely
still be able to assert significant influence over our board of directors and certain corporate actions. HRG has the
ability to designate for nomination for election at least a majority of our directors as long as HRG owns at least 50%
of our common stock.

HRG’s interests may differ from your interests, and certain actions HRG takes as our controlling shareholder or as a
significant shareholder may not be favorable to you. For example, the concentration of ownership held by HRG could
delay, defer or prevent a change of control of us or impede a merger, takeover or other business combination which
another shareholder may otherwise view favorably. Other potential conflicts could arise, for example, over matters
such as our dividend policy or transactions that we may engage in, from time to time, with other business owned by
HRG Group, such as Salus and/or FSRCI.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

We lease our headquarters at 601 Locust Street, Des Moines, lowa, and sublease properties in Baltimore, Maryland
and Lincoln, Nebraska for legal, claims and processing needs. Such leases expire December 2020, May 2021 and
January 2022, respectively. We believe our existing facilities are suitable and adequate for our present purposes. As of
January 2018, we believe that our Des Moines, lowa, and Baltimore, Maryland, properties will be sufficient for us to
conduct our operations and are planning to exit our lease in Lincoln, Nebraska on December 31, 2017.

Item 3. Legal Proceedings

See "Note 12. Commitments and Contingencies" to our audited Consolidated Financial Statements.
Item 4. Mine Safety Disclosures

Not applicable.
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Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our common stock is listed on the NYSE and trades under the symbol “FGL.” The high and low sales prices for our
common stock for each quarterly period for the last two years are shown in the following table.

High Low

Year ended September 30, 2017

First Quarter $24.25 $21.10
Second Quarter 27.95 2345
Third Quarter 31.30 27.15
Fourth Quarter 31.38 30.95
Year ended September 30, 2016

First Quarter $27.87 $24.01
Second Quarter 26.55 23.99
Third Quarter 26.49 22.17
Fourth Quarter 2430 21.42

As of October 1, 2017, there were approximately 67 holders of record of our common stock. This number does not

include the stockholders for whom shares are held in a “nominee” or “street” name. In the years ended September 30, 2017
and 2016, we paid total cash dividends of $0.26 and $0.26, respectively, per share, on our common stock. Fiscal 2017
dividends were paid to shareholders during December 2016, March 2017, June 2017 and August 2017. Fiscal 2016
dividends were paid to shareholders during December 2015, March 2016, May 2016 and September 2016. We intend

to continue to pay cash dividends on such shares so long as we have sufficient capital and/or future earnings to do so,
while retaining most of our future earnings, if any, for use in our operations and the expansion of our business. Further
determination as to dividend policy will be made by our board of directors, based on our future earnings, capital
requirements, financial condition, future prospects and any other factors our board of directors may deem relevant.
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Stock Performance Graph

The information contained in this Stock Performance Graph section shall not be deemed to be “soliciting material” or
“filed” or incorporated by reference in future filings with the SEC, or subject to the liabilities of Section 18 of the
Securities Exchange Act of 1934, except to the extent that we specifically incorporate it by reference into a document
filed under the Securities Act of 1933 or the Securities Exchange Act of 1934.

The following graph shows a comparison from December 13, 2013 (the date our common stock commenced trading
on the NYSE) through September 30, 2017 of the cumulative total return for our common stock, the Standard &
Poor's 500 Stock Index (S&P 500 Index) and the S&P 500 Life & Health Insurance Index. The graph assumes that
$100 was invested at the market close on December 13, 2013 in common stock of Fidelity & Guaranty Life, the S&P
500 Index and the S&P 500 Life & Health Insurance Index and assumes reinvestments of dividends. The stock price
performance of the following graph is not necessarily indicative of future stock price performance.
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Item 6. Selected Financial Data

We have prepared the following selected financial data as of and for the years ended September 30, 2017, 2016, 2015,
2014, and 2013.

Fidelity & Guaranty Life

Year Ended September 30,
(In millions, except share data) 2017 2016 2015 2014 2013
SUMMARY OF OPERATIONS
Total operating revenues $1,530 $1,139 $961 $1,191 $1,347
Total benefits and expenses 1,173 964 755 979 827
Net income $223  $97 $118  $163  $348
PER SHARE DATA (a)
Net income per common share - basic $3.83 $1.67 $2.03 $291 740
Net income per common share - diluted 3.83 1.66 2.02 2.90 7.40
Cash dividends declared per common share (b) 0.26 0.26 0.26 1.11 1.99
Common shares outstanding 58.9 59.0 58.9 58.4 47.0
BALANCE SHEET DATA
Total investments $23,072 $21,025 $19,094 $18,802 $16,223
Total assets 28,965 27,035 24,925 24,153 22,403
Total debt 405 400 300 300 300
Total liabilities 26,718 25,101 23,423 22,494 21,264
Total equity 2,247 1934 1,502 1,659 1,139
Total equity excluding AOCI 1,704 1,495 1,414 1,310 1,026
Book value per share 38.13  32.80 25.51 28.39 2423
Book value per share, excluding AOCI (c) $28.92 $25.36 $24.02 $22.41 21.82

(a) Common shares outstanding and per share amounts give retroactive effect to our statutory conversion on August
26, 2013 and the 4,700-for-1 stock split of our shares of common stock effected on November 26, 2013.

(b) On August 9, 2013, we distributed our ownership interests in the parent company of FSRCI to HRG. As a result,
FSRCTI’s results are not included in our results for any period after Fiscal 2013.

(c) Book value per share excluding AOCI (a non-GAAP financial measure) is based on stockholders’ equity excluding
the effect of AOCI and is calculated as total stockholders' equity excluding AOCI divided by the total number of
shares of common stock outstanding. Since AOCI fluctuates from quarter to quarter due to unrealized changes in the
fair value of available for sale investments, we believe these non-GAAP financial measures provide useful
supplemental information.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Introduction

This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of Fidelity & Guaranty
Life Inc. (“FGL,” “we,” “us,” “our” and, collectively with its subsidiaries, the “Company”) should be read in conjunction with
“Item 6. Selected Financial Data,” and our accompanying consolidated financial statements and related notes (the
“Consolidated Financial Statements”) referred to in “Item 8. Financial Statements and Supplementary Data” of this Annual
Report on Form 10-K (the “Form 10-K”). Certain statements we make under this Item 7 constitute “forward-looking
statements” under the Private Securities Litigation Reform Act of 1995. See “Forward-Looking Statements” at the
beginning of Part I of this Form 10-K. You should consider our forward-looking statements in light of our
Consolidated Financial Statements, related notes, and other financial information appearing elsewhere in this Form
10-K and our other filings with the Securities and Exchange Commission (the “SEC”).

All references to Fiscal 2017, 2016 and 2015 refer to fiscal periods ended September 30, 2017, 2016 and 2015,
respectively.

Overview

We provide our principal life and annuity products through our insurance subsidiaries - Fidelity & Guaranty Life
Insurance Company ("FGL Insurance") and Fidelity & Guaranty Life Insurance Company of New York ("FGL NY
Insurance"). Our customers range across a variety of age groups and are concentrated in the middle-income market.
Our fixed indexed annuities (“FIAs”) provide for pre-retirement wealth accumulation and post-retirement income
management. Our life insurance provides wealth protection and transfer opportunities through indexed universal life
products. Life and annuity products are primarily distributed through Independent Marketing Organizations ("IMOs")
and independent insurance agents.

In setting the features and pricing new FIA products relative to our targeted net margin, we take into account our
expectations regarding (1) net investment spread, which is the difference between the net investment income we earn
and the sum of the interest credited to policyholders and the cost of hedging our risk on the policies; (2) fees,
including surrender charges and rider fees, partly offset by vesting bonuses that we pay our policyholders; and (3) a
number of related expenses, including benefits and reserves, acquisition costs, and general and administrative
expenses.

Trends and Uncertainties

The following factors represent some of the key trends and uncertainties that have influenced the development of our
business and our historical financial performance and that we believe will continue to influence our business and
financial performance in the future.

Market Conditions

Market volatility has affected and may continue to affect our business and financial performance in varying ways.
Volatility can pressure sales and reduce demand as consumers hesitate to make financial decisions. To enhance the
attractiveness and profitability of our products and services, we continually monitor the behavior of our customers, as
evidenced by mortality rates, morbidity rates, annuitization rates and lapse rates, which vary in response to changes in
market conditions.

Interest Rate Environment

Some of our products include guaranteed minimum crediting rates, most notably our fixed rate annuities. As of
September 30, 2017, the Company's reserves, net of reinsurance, and average crediting rate on our fixed rate annuities
were $4 billion and 3%, respectively. We are required to pay these guaranteed minimum crediting rates even if
earnings on our investment portfolio decline, which would negatively impact earnings. In addition, we expect more
policyholders to hold policies with comparatively high guaranteed rates for a longer period in a low interest rate
environment. Conversely, a rise in average yield on our investment portfolio would increase earnings if the average
interest rate we pay on our products does not rise correspondingly. Similarly, we expect that policyholders would be
less likely to hold policies with existing guarantees as interest rates rise and the relative value of other new business
offerings are increased, which would negatively impact our earnings and cash flows.
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See “Item 7A. Quantitative and Qualitative Disclosures about Market Risk” for a more detailed discussion of interest
rate risk.

Aging of the U.S. Population

We believe that the aging of the U.S. population will increase the demand for our products. As the “baby boomer”
generation prepares for retirement, we believe that demand for retirement savings, growth, and income products will
grow. The impact of this growth may be offset to some extent by asset outflows as an increasing percentage of the
population begins withdrawing assets to convert their savings into income.

Industry Factors and Trends Affecting Our Results of Operations

Demographics and macroeconomic factors are increasing the demand for our FIA and indexed universal life ("TUL")
products, for which demand is large and growing: over 10,000 people will turn 65 each day in the United States over
the next 15 years. According to the U.S. Census Bureau, the proportion of the U.S. population over the age of 65 is
expected to grow from 15% in 2015 to 20% in 2030.

We operate in the sector of the insurance industry that focuses on the needs of middle-income Americans. The
underserved middle-income market represents a major growth opportunity for FGL. As a tool for addressing the
unmet need for retirement planning, we believe that many middle-income Americans have grown to appreciate the
“sleep at night protection” that annuities such as our FIA products afford. Accordingly, the FIA market grew from
nearly $12 billion of sales in 2002 to $58 billion of sales in 2016. Additionally, this market demand has positively
impacted the TUL market as it has expanded from $100 million of annual premiums in 2002 to $2 billion of annual
premiums in 2016.

Competition

Our insurance subsidiaries operate in highly competitive markets. We face a variety of large and small industry
participants. These companies compete for the growing pool of retirement assets driven by a number of factors, such
as the continued aging of the U.S. population and the reduction in financial safety nets provided by governments and
corporations. In many segments, product differentiation is difficult as product development and life cycles have
shortened.

Annuity and Life Sales
Sales of annuities and IULs by quarter were as follows:
Annuity Sales IUL Sales

Fiscal Fiscal Fiscal FiscaFiscal Fiscal

2017 2016 2015 20172016 2015

First Fiscal Quarter $648 $489 $903 $17 $13 $7

Second Fiscal Quarter 732 601 610 14 11 7

Third Fiscal Quarter 582 832 519 9 15 10

Fourth Fiscal Quarter 588 603 434 6 17 11

Total $2,550 $2,525 $2,466 $46 $ 56 $ 35

Key Components of Our Historical Results of Operations

Under GAAP, premium collections for fixed indexed annuities, fixed rate annuities, and immediate annuities without
life contingency are reported in the financial statements as deposit liabilities (i.e., contractholder funds) instead of as
sales or revenues. Similarly, cash payments to customers are reported as decreases in the liability for contractholder
funds and not as expenses. Sources of revenues for products accounted for as deposit liabilities are net investment
income, surrender and other charges deducted from contractholder funds, and net realized gains (losses) on
investments. Components of expenses for products accounted for as deposit liabilities are interest-sensitive and index
product benefits (primarily interest credited to account balances or the cost of providing index credits to the
policyholder), amortization of deferred acquisition cost (“DAC”) and value of business acquired (“VOBA”), other
operating costs and expenses, and income taxes.

Through our insurance subsidiaries, we issue a broad portfolio of deferred annuities (fixed indexed and fixed rate
annuities) and immediate annuities. A deferred annuity is a type of contract that accumulates value on a tax deferred
basis and typically begins making specified periodic or lump sum payments a certain number of years

(dollars in millions)
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after the contract has been issued. An immediate annuity is a type of contract that begins making specified payments
within one annuity period (e.g., one month or one year) and typically makes payments of principal and interest
earnings over a period of time.

The Company hedges certain portions of its exposure to product related equity market risk by entering into derivative
transactions. We purchase derivatives consisting predominantly of call options and, to a lesser degree, futures
contracts on the equity indices underlying the applicable policy. These derivatives are used to fund the statutory
reserve impact of the index credits due to policyholders under the FIA contracts. The majority of all such call options
are one-year options purchased to match the funding requirements underlying the FIA contracts. We attempt to
manage the cost of these purchases through the terms of our FIA contracts, which permit us to change caps, spread, or
participation rates, subject to certain guaranteed minimums that must be maintained. The change in the fair value of
the call options and futures contracts is generally designed to offset the equity market related change in the fair value
of the FIA contract’s reserve liability. The call options and futures contracts are marked to fair value with the change in
fair value included as a component of net investment gains (losses). The change in fair value of the call options and
futures contracts includes the gains and losses recognized at the expiration of the instruments’ terms or upon early
termination and the changes in fair value of open positions.

Earnings from products accounted for as deposit liabilities are primarily generated from the excess of net investment
income earned over the sum of interest credited to policyholders and the cost of hedging our risk on FIA policies,
known as the net investment spread. With respect to FIAs, the cost of hedging our risk includes the expenses incurred
to fund the index credits, and where applicable, minimum guaranteed interest credited. Proceeds received upon
expiration or early termination of call options purchased to fund annual index credits are recorded as part of the
change in fair value of derivatives, and are largely offset by an expense for index credits earned on annuity
contractholder fund balances.

Our profitability depends in large part upon the amount of assets under management (“AUM?”), the net investment
spreads earned on our average assets under management ("AAUM"), our ability to manage our operating expenses
and the costs of acquiring new business (principally commissions to agents and bonuses credited to policyholders). As
we grow AUM, earnings generally increase. AUM increases when cash inflows, which include sales, exceed cash
outflows. Managing net investment spreads involves the ability to manage our investment portfolios to maximize
returns and minimize risks on our AUM such as interest rate changes and defaults or impairment of investments, and
our ability to manage interest rates credited to policyholders and costs of the options and futures purchased to fund the
annual index credits on the FIAs or [ULs. We analyze returns on AAUM pre- and post-DAC and VOBA as well as
pre- and post-tax to measure our profitability in terms of growth and improved earnings.

Adjusted Operating Income ("AOI")

Management believes that certain non-GAAP financial measures may be useful in certain instances to provide
additional meaningful comparisons between current results and results in prior operating periods. Reconciliations of
such measures to the most comparable GAAP measures are included herein.

AOI is a non-GAAP economic measure we use to evaluate financial performance each period. AOI is calculated by
adjusting net income to eliminate (i) the impact of net investment gains including other-than-temporary impairment
("OTTTI") losses recognized in operations, but excluding gains and losses on derivatives hedging our indexed annuity
policies, (ii) the effect of changes in the interest rates used to discount the FIA embedded derivative liability, (iii) the
effect of change in fair value of the reinsurance related embedded derivative, and iv) the effect of class action
litigation reserves, if any. All adjustments to AOI are net of the corresponding VOBA and DAC impact. The income
tax impact related to these adjustments is measured using an effective tax rate of 35%, as appropriate.

While these adjustments are an integral part of the overall performance of FGL, market conditions impacting these
items can overshadow the underlying performance of the business. Accordingly, we believe using a measure which
excludes their impact is effective in analyzing the trends of our operations. Our non-GAAP measures may not be
comparable to similarly titled measures of other organizations because other organizations may not calculate such
non-GAAP measures in the same manner as we do.

Together with net income we believe AOI provides a meaningful financial metric that helps investors understand our
underlying results and profitability.
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AOI should not be used as a substitute for net income. However, we believe the adjustments made to net income in
order to derive AOI provide an understanding of our overall results of operations. For example, we could have strong
operating results in a given period, yet report net income that is materially less, if during such period the fair value of
our derivative assets hedging the FIA index credit obligations decreased due to general equity market conditions but
the embedded derivative liability related to the index credit obligation did not decrease in the same proportion as the
derivative assets because of non-equity market factors such as interest rate movements. Similarly, we could also have
poor operating results in a given period yet show net income that is materially greater, if during such period the fair
value of the derivative assets increases but the embedded derivative liability did not increase in the same proportion as
the derivative assets. We hedge our FIA index credits with a combination of static and dynamic strategies, which can
result in earnings volatility, the effects of which are generally likely to reverse over time. Our management and board
of directors review AOI and net income as part of their examination of our overall financial results. However, these
examples illustrate the significant impact derivative and embedded derivative movements can have on our net income.
Accordingly, our management and board of directors perform a review and analysis of these items, as part of their
review of our hedging results each period.

The adjustments to net income are net of DAC and VOBA amortization. Amounts attributable to the fair value
accounting for derivatives hedging the FIA index credits and the related embedded derivative liability fluctuate from
period to period based upon changes in the fair values of call options purchased to fund the annual index credits for
FIAs, changes in the interest rates used to discount the embedded derivative liability, and the fair value assumptions
reflected in the embedded derivative liability. The accounting standards for fair value measurement require the
discount rates used in the calculation of the embedded derivative liability to be based on risk-free interest rates. The
impact of the change in risk-free interest rates has been removed from net income in calculating AOI. Additionally the
effect of change in the fair value of the reinsurance related embedded derivative has been removed from net income in
calculating AOL.

AUM is the sum of (i) total invested assets at amortized cost, excluding derivatives; and including (ii) related party
loans and investments and (iii) cash and cash equivalents. AAUM is the sum of AUM at the end of each month in the
period divided by the number of months in the period.

In addition, we regularly monitor and report the production volume metric titled “Sales”. Sales are not derived from any
specific GAAP income statement accounts or line items and should not be viewed as a substitute for any financial
measure determined in accordance with GAAP. For GAAP purposes annuity sales are recorded as deposit liabilities
(i.e. contract holder funds). Management believes that presentation of sales as measured for management purposes
enhances the understanding of our business and helps depict longer term trends that may not be apparent in the results
of operations due to the timing of sales and revenue recognition.

Critical Accounting Policies and Estimates

General

The preparation of financial statements in conformity with GAAP requires management to make estimates and
judgements that affect the reported amounts of certain assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Critical estimates and assumptions are evaluated on an ongoing basis based on historical
developments, market conditions, industry trends and other information that is reasonable under the circumstances.
There can be no assurance that actual results will conform to estimates and assumptions and that reported results of
operations will not be materially affected by the need to make future accounting adjustments to reflect changes in
these estimates and assumptions from time to time.

We have identified the following accounting policies, judgments and estimates as critical in that they involve a higher
degree of judgment and are subject to a significant degree of variability: valuation of available-for sale ("AFS")
securities and derivatives, evaluation of OTTI, amortization of DAC and VOBA, reserves for future policy benefits
and product guarantees, recognition of deferred income tax assets and related valuation allowances, estimates of loss
contingencies and recognition of stock compensation expense.

In developing these accounting estimates and policies, we make subjective and complex judgments that are inherently
uncertain and subject to material changes as facts and circumstances develop. Although variability is inherent in these
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circumstances regarding all of these critical accounting matters and other significant accounting matters affecting
estimates in our financial statements.

The above critical accounting estimates are also described in "Note 2. Significant Accounting Policies and Practices"
to our audited Consolidated Financial Statements.

Valuation of AFS Securities and Derivatives

Our fixed maturity and equity securities classified as AFS are reported at fair value, with unrealized gains and losses
included within accumulated other comprehensive income (loss) ("AOCI"), net of associated impact on intangibles
adjustments and deferred income taxes. Unrealized gains and losses represent the difference between the cost or
amortized cost basis and the fair value of these investments. We measure the fair value of our AFS securities based on
assumptions used by market participants, which may include inherent risk and restrictions on the sale or use of an
asset. The estimate of fair value is the price that would be received to sell an asset in an orderly transaction between
market participants (“exit price”) in the principal market, or the most advantageous market in the absence of a principal
market, for that asset or liability. We utilize independent pricing services in estimating the fair values of AFS
securities. The independent pricing services incorporate a variety of observable market data in their valuation
techniques, including: reported trading prices, benchmark yields, broker-dealer quotes, benchmark securities, bids and
offers, credit ratings, relative credit information and other reference data.
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We categorize our AFS securities into a three-level hierarchy based on the priority of the inputs to the valuation
technique. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets
(Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure fair value fall within
different levels of the hierarchy, the category level is based on the lowest priority level input that is significant to the
fair value measurement of the instrument. The following table presents the fair value of fixed maturity and equity
securities, AFS, by pricing source and hierarchy level as of September 30, 2017 and 2016.

As of September 30, 2017

Quoted Prices in

Active arkf:.ts for Significant
N Identic%1 gnticant Unobservable
(dollars in millions) bservable Inputs Total
Assets (Level 2) Inputs
(Level (Level 3)
1)
Fixed maturity securities and equity securities available-for-sale:
Prices via third party pricing services $85 $ 20,366 $ — $20,451
Priced via independent broker quotations — — 1,140 1,140
Priced via other methods — — 293 293
Total $85 $ 20,366 $ 1,433 $21,884
Available-for-sale embedded derivative:
Priced via other methods — — 16 16
Total $85 $ 20,366 $ 1,449 $21,900
% of Total — % 93 % 7 % 100 %

As of September 30, 2016
Quoted Prices in

Active arkf:.ts for Significant
C . Identic%{ gnificant Unobservable
(dollars in millions) bservable Inputs Total
Assets (Level 2) Inputs
(Level (Level 3)
1)
Fixed maturity securities and equity securities available-for-sale:
Prices via third party pricing services $83 $ 18,554 $ — $18,637
Priced via independent broker quotations — — 1,199 1,199
Priced via other methods — — 258 258
Total $83 $ 18,554 $ 1,457 $20,094
Available-for-sale embedded derivative:
Priced via other methods — — 13 13
Salus participations, included in other invested assets:
Priced via other methods — — 21 21
Total $83 $ 18,554 $ 1,491 $20,128
% of Total — % 92 % 8 % 100 %

Management’s assessment of all available data when determining fair value of the AFS securities is necessary to
appropriately apply fair value accounting. The independent pricing services also take into account perceived market
movements and sector news, as well as a security’s terms and conditions, including any features specific to that issue
that may influence risk and marketability. Depending on the security, the priority of the use of observable market
inputs may change as some observable market inputs may not be relevant or additional inputs may be necessary. We
generally obtain one value from our primary external pricing service. In situations where a price is not available from
the independent pricing service, we may obtain broker quotes or prices from additional parties recognized to be
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trades executed at broker-quoted or slightly higher prices. When quoted prices in active markets are not available, the
determination of estimated fair value is based on market standard valuation methodologies, including discounted cash
flows, matrix pricing, or other similar techniques. For further discussion on the valuation
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of Salus participations, see "Note 6. Fair Value of Financial Instruments" to our audited Consolidated Financial
Statements.

We validate external valuations at least quarterly through a combination of procedures that include the evaluation of
methodologies used by the pricing services, comparisons to valuations from other independent pricing services,
analytical reviews and performance analysis of the prices against trends, and maintenance of a securities watch list.
See "Note 4. Investments” and "Note 6. Fair Value of Financial Instruments" to our audited Consolidated Financial
Statements for a more complete discussion.

Our FIA contracts permit the holder to elect to receive a credit based on an interest rate or the performance of a market
index. We hedge certain portions of our exposure to equity market risk by entering into derivative transactions. In
doing so, we purchase derivatives consisting of a combination of call options and futures contracts on the equity
indices underlying the applicable policy. These derivatives are used to fund the index credits due to contractholders
under the FIA contracts. The call options are one-, two- and three-year call options, purchased to match a majority of
the funding requirements underlying the FIA contracts, with the balance of the equity exposure hedged using futures
contracts. On the respective anniversary dates of the applicable FIA contracts, the market index used to compute the
annual index credit under the applicable FIA contract is reset. At such time, we purchase new one-, two-, three-, or
five-year call options to fund the next index credit. We attempt to manage the cost of these purchases through the
terms of the FIA contracts, which permit changes to caps or participation rates, subject to certain guaranteed
minimums that must be maintained. We are exposed to credit loss in the event of non-performance by our
counterparties on the call options. We attempt to reduce the credit risk associated with such agreements by purchasing
such options from large, well-established financial institutions as well as holding collateral when individual
counterparty exposures exceed certain thresholds.

All of our derivative instruments are recognized as either assets or liabilities at fair value in our Consolidated Balance
Sheets. The change in fair value of our derivative assets is recognized in our Consolidated Statements of Operations
within “Net investment gains (losses)”.

Certain FIA products contain an embedded derivative; a feature that permits the holder to elect an interest rate return
or an equity-index linked component, where interest credited to the contract is linked to the performance of various
equity indices. The FIA embedded derivative is valued at fair value and included in the liability for contractholder
funds in our Consolidated Balance Sheets with changes in fair value included as a component of “Benefits and other
changes in policy reserves” in our Consolidated Statements of Operations.

The fair value of derivative assets and liabilities is based upon valuation pricing models and represents what we would
expect to receive or pay at the balance sheet date if we canceled the options, entered into offsetting positions, or
exercised the options. The fair value of futures contracts at the balance sheet date represents the cumulative unsettled
variation margin (open trade equity net of cash settlements). Fair values for these instruments are determined
internally using a conventional model and market observable inputs, including interest rates, yield curve volatilities
and other factors. Credit risk related to the counterparty is considered when estimating the fair values of these
derivatives. However, we are largely protected by collateral arrangements with counterparties when individual
counterparty exposures exceed certain thresholds. The fair values of the embedded derivatives in our FIA contracts are
derived using market value of options, swap rates, mortality rates, surrender rates and non-performance spread and are
classified as Level 3. See "Note 5. Derivative Financial Instruments" and "Note 6. Fair Value of Financial
Instruments" to our audited Consolidated Financial Statements for a more complete discussion. The discount rate used
to determine the fair value of our FIA embedded derivative liabilities includes an adjustment to reflect the risk that
these obligations will not be fulfilled (“non-performance risk’). For Fiscal 2017, our non-performance risk adjustment
was based on the expected loss due to default in debt obligations for similarly rated financial companies. See "Note 5.
Derivative Financial Instruments" and "Note 6. Fair Value of Financial Instruments", to our audited Consolidated
Financial Statements for a more complete discussion.

FGL Insurance has a modified coinsurance arrangement with Front Street Re (Cayman) Ltd. ("FSRCI"), meaning that
funds are withheld by FGL Insurance. This arrangement creates an obligation for FGL Insurance to pay FSRCI at a
later date, which results in an embedded derivative. This embedded derivative is considered a total return swap with
contractual returns that are attributable to the assets and liabilities associated with this reinsurance arrangement. The
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fair value of the total return swap is based on the change in fair value of the underlying assets held in the funds
withheld portfolio. Investment results for the assets that support the coinsurance with funds withheld reinsurance
arrangement, including gains and losses from sales, are passed directly to the reinsurer pursuant to contractual terms
of the reinsurance arrangement. The reinsurance related embedded derivative is reported in “Other assets” if in a net
gain position, or "Other liabilities", if in a net loss position, on the Consolidated
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Balance Sheets and the related gains or losses are reported in “Net investment gains” on the Consolidated Statements of
Operations.

Evaluation of OTTI

We have a policy and process in place to evaluate securities in our investment portfolio quarterly to assess whether
there has been an OTTI. This evaluation process entails considerable judgment and estimation and involves
monitoring market events and other items that could impact issuers. The evaluation includes, but is not limited to,
such factors as: whether the issuer is current on all payments and all contractual payments have been made as agreed;
the remaining payment terms and the financial condition and near term prospects of the issuer; the lack of ability to
refinance due to liquidity problems in the credit market; the fair value of any underlying collateral; the existence of
any credit protection available; the intent to sell and whether it is more likely than not we would be required to sell
prior to recovery for fixed maturity securities; the assessment in the case of equity securities including perpetual
preferred stocks with credit deterioration that the security cannot recover to cost in a reasonable period of time; the
intent and ability to retain equity securities for a period of time sufficient to allow for recovery; consideration of rating
agency actions; and changes in estimated cash flows of residential mortgage-backed securities ("RMBS") and
asset-backed securities ("ABS"). An extended and severe unrealized loss position on an AFS fixed income security
may not have any impact on: (a) the ability of the issuer to service all scheduled interest and principal payments and
(b) the evaluation of recoverability of all contractual cash flows or the ability to recover an amount at least equal to its
amortized cost based on the present value of the expected future cash flows to be collected. When assessing our intent
to sell a security or if it is more likely than not we will be required to sell a security before recovery of its amortized
cost basis, we evaluate facts and circumstances such as, but not limited to, sales of investments to meet cash flow or
capital needs

We determine whether OTTTI losses should be recognized for fixed maturity and equity securities by assessing all facts
and circumstances surrounding each security. Where the decline in market value of fixed maturity securities is
attributable to changes in market interest rates or to factors such as market volatility, liquidity and spread widening,
and we anticipate recovery of all contractual or expected cash flows, we do not consider these investments to be
OTTI. For equity securities, we recognize an OTTI in the period in which we do not have the intent and ability to hold
the securities until recovery of cost or we determine that the security will not recover to book value within a
reasonable period of time. We determine what constitutes a reasonable period of time on a security-by-security basis
by considering all the evidence available, including the magnitude of any unrealized loss and its duration. Impairment
analysis of the investment portfolio involves considerable judgment, is subject to considerable variability, is
established using management’s best estimate and is revised as additional information becomes available. As such,
changes in or deviations from the assumptions used in such analysis can have a significant effect on the results of
operations. During the twelve months ended September 30, 2017 we recognized credit-related impairment losses of
$20 on available-for-sale debt securities related to investments in First National Bank Holding Co. The Company
concluded the decline in the fair value of these investments was other than temporary. See “OTTI and Watch List,”
"Note 2. Significant Accounting Policies and Practices" and "Note 4. Investments" to our audited Consolidated
Financial Statements for a more complete discussion.

We also have a policy and process in place to evaluate mortgage loans held in our investment portfolio to assess
whether any of the loans are impaired. Mortgage loans on real estate are all commercial mortgage loans ("CMLs").
Mortgage loans are evaluated by the Company’s investment professionals, including an appraisal of loan-specific
credit quality, property characteristics and market trends. Loan performance is continuously monitored on a
loan-specific basis throughout the year. The Company’s review includes submitted appraisals, operating statements,
rent revenues and annual inspection reports, among other items. This review evaluates whether the properties are
performing at a consistent and acceptable level to secure the debt. If a mortgage loan is determined to be impaired (i.e.
when it is probable that we will be unable to collect all amounts due according to the contractual terms of the loan
agreement), the carrying value of the mortgage loan is reduced to the lower of either the present value of expected
cash flows from the loan, discounted on the loan’s original purchase yield, or the fair value of the collateral. For those
mortgages that are determined to require foreclosure, the carrying value is reduced to the fair value of the underlying
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for estimated probable credit losses for pools of loans with similar risk characteristics where a property specific or
market specific risk has not been identified.

DAC and VOBA
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Acquisition costs that are incremental, direct costs of successful contract acquisition are capitalized as DAC. DAC
consists principally of commissions. Indirect or unsuccessful acquisition costs, maintenance, product development and
overhead expenses are charged to expense as incurred.

VOBA is an intangible asset that reflects the estimated fair value of in-force contracts in a life insurance company
acquisition less the amount recorded as insurance contract liabilities. It represents the portion of the purchase price
that is allocated to the value of the rights to receive future cash flows from the business in force at the acquisition date.
DAC and VOBA are subject to loss recognition testing on a quarterly basis or when an event occurs that may warrant
loss recognition.

For annuity products and IUL, DAC and VOBA are being amortized generally in proportion to estimated gross profits
from net investment spread margins, surrender charges and other product fees, policy benefits, maintenance expenses,
mortality net of reinsurance ceded and expense margins, and recognized gain (loss) on investments. Current and future
period gross profits for FIA contracts also include the impact of amounts recorded for the change in fair value of
derivatives and the change in fair value of embedded derivatives. At each valuation date, the most recent quarter’s
estimated gross profits are updated with actual gross profits and the assumptions underlying future estimated gross
profits are evaluated for continued reasonableness. If the update of assumptions causes estimated gross profits to
increase, DAC and VOBA amortization will decrease, resulting in lower amortization expense in the period. The
opposite result occurs when the assumption update causes estimated gross profits to decrease. Current period
amortization is adjusted retrospectively through an unlocking process when estimates of current or future gross profits
(including the impact of recognized investment gains and losses) to be realized from a group of products are revised.
Our estimates of future gross profits are based on actuarial assumptions related to the underlying policies’ terms, lives
of the policies, duration of contract, yield on investments supporting the liabilities and level of expenses necessary to
maintain the polices over their entire lives. Revisions are made based on historical results and our best estimates of
future experience. Estimated future gross profits vary based on a number of factors, including net investment spread
margins, surrender charge income, policy persistency, policy administrative expenses and recognized gains and losses
on investments including credit related OTTI losses. Estimated future gross profits are sensitive to changes in interest
rates, which are the most significant component of gross profits.
Changes in assumptions can have a significant impact on DAC and VOBA, amortization rates and results of
operations. Assumptions are management’s best estimate of future outcomes. Several assumptions are considered
significant and require significant judgment in the estimation of gross profits and are listed below. We periodically
review these assumptions against actual experience and update our assumptions based on additional information that
becomes available.
Assumptions related to interest rate spreads and credit losses also impact estimated gross profits for all applicable
products with credited rates. These assumptions are based on the current investment portfolio yields and credit quality,
estimated future crediting rates, capital markets, and estimates of future interest rates and defaults.
Other significant assumptions include estimated policyholder behavior assumptions, such as surrender, lapse, and
annuitization rates. We use a combination of actual and industry experience when setting and updating our
policyholder behavior assumptions, which require considerable judgment.
We perform sensitivity analyses to assess the impact that certain assumptions have on DAC and VOBA. The
following table presents the estimated instantaneous net impact to income before income taxes of various assumption
changes on our DAC and VOBA. The effects, increase or (decrease), presented are not representative of the aggregate
impacts that could result if a combination of such changes to interest rates and other assumptions occurred.

As of
(dollars in millions) September

30,2017

A change to the long-term interest rate assumption of -50 basis points ~ $ (71 )

A change to the long-term interest rate assumption of +50 basis points 61
An assumed 10% increase in surrender rate (6 )
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Lower assumed interest rates or higher assumed annuity surrender rates tend to decrease the balances of DAC and
VOBA, thus decreasing income before income taxes.

Higher assumed interest rates or lower assumed annuity surrender rates tend to increase the balances of DAC and
VOBA, thus increasing income before income taxes.

See "Note 2. Significant Accounting Policies and Practices”, "Note 3. Significant Risks and Uncertainties" and "Note
7. Intangibles" to our audited Consolidated Financial Statements for a more complete discussion.

Reserves for Future Policy Benefits and Product Guarantees

The determination of future policy benefit reserves is dependent on actuarial assumptions. The principal assumptions
used to establish liabilities for future policy benefits are based on our experience. These assumptions are established at
issue of the contract and include mortality, morbidity, contract full and partial surrenders, investment returns,
annuitization rates and expenses. The assumptions used require considerable judgment. We review overall
policyholder experience at least annually and update these assumptions when deemed necessary based on additional
information that becomes available. For traditional life and immediate annuity products, assumptions used in the
reserve calculation can only be changed if the reserve is deemed to be insufficient. For all other insurance products,
changes in assumptions will be used to calculate reserves. These changes in assumptions will also incorporate changes
in risk free rates and option market values. Changes in, or deviations from, the assumptions previously used can
significantly affect our reserve levels and related results of operations.

Mortality is the incidence of death amongst policyholders triggering the payment of underlying insurance coverage by
the insurer. In addition, mortality also refers to the ceasing of payments on life-contingent annuities due to the death of
the annuitant. We utilize a combination of actual and industry experience when setting our mortality assumptions.

A surrender rate is the percentage of account value surrendered by the policyholder. A lapse rate is the percentage of
account value canceled by us due to nonpayment of premiums. We make estimates of expected full and partial
surrenders of our fixed annuity products. Our surrender rate experience in Fiscal 2017 on the fixed annuity products
averaged 5%, which is within our assumed ranges. Management’s best estimate of surrender behavior incorporates
actual experience over the entire period, as we believe that, over the duration of the policies, we will experience the
full range of policyholder behavior and market conditions. If actual surrender rates are significantly different from
those assumed, such differences could have a significant effect on our reserve levels and related results of operations.
The assumptions used to establish the liabilities for our product guarantees require considerable judgment and are
established as management’s best estimate of future outcomes. We periodically review these assumptions and, if
necessary, update them based on additional information that becomes available. Changes in or deviations from the
assumptions used can significantly affect our reserve levels and related results of operations.

At issue, and at each subsequent valuation, we determine the present value of the cost of the guaranteed minimum
withdrawal benefit ("GMWB") rider benefits in excess of benefits that are funded by the account value. We also
calculate the expected value of the future rider charges for providing for these benefits. We accumulate a reserve equal
to the portion of these fees that would be required to fund the future benefits less benefits paid to date. In making these
projections, a number of assumptions are made and we update these assumptions as experience emerges when
required. We have minimal experience to date on policyholder behavior for our GMWB products which we began
issuing in 2008; as a result, future experience could lead to significant changes in our assumptions. If emerging
experience deviates from our assumptions on GMWB utilizations, such deviations could have a significant effect on
our reserve levels and related results of operations.
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Our aggregate reserves for contractholder funds, future policy benefits and product guarantees on a direct and net
basis as of September 30, 2017 are summarized as follows:
Reinsurance

(dollars in millions) Direct Recoverable Net

Fixed indexed annuities $14,237 $ (580 ) $13,657
Fixed rate annuities 3,910 (308 ) 3,602
Immediate annuities 2,845 (317 ) 2,528
Universal life 1,485 (1,073 ) 412
Traditional life 1,727 (1,097 ) 630
Total $24,204 $ (3,375 ) $20,829

See "Note 2. Significant Account Policies and Practices" to our audited Consolidated Financial Statements for a more
complete discussion.
Deferred Income Tax Assets and Related Valuation Allowance
Accounting Standards Codification section 740, Income Taxes (ASC 740), provides that deferred tax assets are
recognized for deductible temporary differences and operating loss and tax credit carry-forwards. A valuation
allowance is recorded if, based on the weight of available evidence, it is more likely than not that a portion of or all
deferred tax assets are not more-likely-than-not realizable. Assessing the need for, and the amount of, a valuation
allowance for deferred tax assets requires management’s judgment, considering all available positive and negative
evidence as to the relizability of deferred tax assets.
Future realization of deferred tax assets ultimately depends on the existence of sufficient taxable income of the
appropriate character (i.e., ordinary income or capital gain) in either the carryback or carry-forward period under tax
law. The four sources of taxable income that may be considered in determining whether a valuation allowance is
required are:
Future reversals of existing taxable temporary differences (i.e., offset of gross deferred tax assets against gross
deferred tax liabilities);
Taxable income in prior carryback years, if carryback is permitted under tax law;
Tax planning strategies; and
Future taxable income exclusive of reversing temporary differences and carry-forwards.
At each reporting date, management considers new evidence, both positive and negative, that could impact
management’s judgment regarding the future realization of deferred tax assets. As of September 30, 2017, management
gathered the following positive and negative evidence concerning the future realization of deferred tax assets:
Positive Evidence:
As of September 30, 2017, we were in a cumulative income position based on pre-tax income over the prior 12
quarters;
We are projecting significant pre-tax GAAP income from continuing operations;
We have projected that the reversal of taxable temporary timing differences will unwind in the 20-year projection
period;
We have a history of utilizing all significant tax attributes before they expire;
and
Our inventory of IRC Section 382 limited attributes has been significantly reduced over the past couple years.
Negative Evidence:
$382 limited carry-forwards reduce our ability to utilize tax attributes in future years; and
Brief carryback/carry-forward period for capital losses.
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