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For the purposes of the discussion in this Quarterly Report on Form 10-Q, the term Voya Financial, Inc. refers to

"non nan

Voya Financial, Inc. and the terms "Company," "we," "our," and "us" refer to Voya Financial, Inc. and its subsidiaries.

NOTE CONCERNING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q, including "Risk Factors," and "Management’s Discussion and Analysis of
Financial Condition and Results of Operations," contains forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements include statements relating to future
developments in our business or expectations for our future financial performance and any statement not involving a
historical fact. Forward-looking statements use words such as "anticipate," "believe," "estimate," "expect," "intend,"
"plan," and other words and terms of similar meaning in connection with a discussion of future operating or financial
performance. Actual results, performance or events may differ materially from those projected in any forward-looking
statement due to, among other things, (i) general economic conditions, particularly economic conditions in our core
markets, (ii) performance of financial markets, including emerging markets, (iii) the frequency and severity of insured
loss events, (iv) mortality and morbidity levels, (v) persistency and lapse levels, (vi) interest rates, (vii) currency
exchange rates, (viii) general competitive factors, (ix) changes in laws and regulations, and (x) changes in the policies
of governments and/or regulatory authorities. Factors that may cause actual results to differ from those in any
forward-looking statement also include those described under "Risk Factors," "Management’s Discussion and Analysis
of Financial Condition and Results of Operations-Trends and Uncertainties" and "Business-Closed Blocks-CBVA" in
the Annual Report on Form 10-K for the year ended December 31, 2016 (File No. 001-35897) (the "Annual Report on
Form 10-K") and "Risk Factors," in this Quarterly Report on Form 10-Q.

The risks included here are not exhaustive. Current reports on Form 8-K and other documents filed with the Securities
and Exchange Commission ("SEC") include additional factors that could affect our businesses and financial
performance. Moreover, we operate in a rapidly changing and competitive environment. New risk factors emerge from
time to time, and it is not possible for management to predict all such risk factors.

nn
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PART L. FINANCIAL INFORMATION

Item 1. Financial Statements

Voya Financial, Inc.

Condensed Consolidated Balance Sheets

March 31, 2017 (Unaudited) and December 31, 2016
(In millions, except share and per share data)

Assets:
Investments:

Fixed maturities, available-for-sale, at fair value (amortized cost of $65,446.9 as of 2017

and $66,158.7 as of 2016)
Fixed maturities, at fair value using the fair value option

Equity securities, available-for-sale, at fair value (cost of $263.1 as of 2017 and $241.8 as

of 2016)
Short-term investments

Mortgage loans on real estate, net of valuation allowance of $3.1 as of 2017 and 2016

Policy loans

Limited partnerships/corporations
Derivatives

Other investments

Securities pledged (amortized cost of $2,019.5 as of 2017 and $1,983.8 as of 2016)

Total investments
Cash and cash equivalents

Short-term investments under securities loan agreements, including collateral delivered

Accrued investment income
Premium receivable and reinsurance recoverable

Deferred policy acquisition costs and Value of business acquired

Sales inducements to contract owners

Current income taxes

Deferred income taxes

Goodwill and other intangible assets

Other assets

Assets related to consolidated investment entities:
Limited partnerships/corporations, at fair value
Cash and cash equivalents

Corporate loans, at fair value using the fair value option
Other assets

Assets held in separate accounts

Total assets

The
accompanying
notes are an
integral part of

March 31,
2017

$69,139.2
3,678.9
297.6

578.2
12,385.8
1,934.9
826.7
1,303.5
43.3
2,187.3
92,375.4
2,298.3
806.4
928.6
7,353.7
4,793.7
237.0
125.8
2,055.7
208.0
920.7

1,951.2
233.0
1,921.6
38.3
100,778.1

December 31,
2016

$69,468.7
3,712.3
274.2

821.0
11,725.2
1,961.5
758.6
1,712.4
47.4
2,157.1
92,638.4
2,910.7
788.4
891.2
7,318.0
4,887.5
242.8
164.6
2,089.8
219.5
909.5

1,936.3
133.2
1,952.5
34.0
97,118.7

$217,025.5 $214,235.1



these
Condensed
Consolidated
Financial
Statements.
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Voya Financial, Inc.

Condensed Consolidated Balance Sheets

March 31, 2017 (Unaudited) and December 31, 2016
(In millions, except share and per share data)

Liabilities and Shareholders' Equity:

Future policy benefits

Contract owner account balances

Payables under securities loan agreement, including collateral held
Short-term debt

Long-term debt

Funds held under reinsurance agreements
Derivatives

Pension and other postretirement provisions

Other liabilities

Liabilities related to consolidated investment entities:

Collateralized loan obligations notes, at fair value using the fair value option

Other liabilities
Liabilities related to separate accounts
Total liabilities

Commitments and Contingencies (Note 12)

Shareholders' equity:

Common stock ($0.01 par value per share; 900,000,000 shares authorized; 269,938,304
and 268,079,931 shares issued as of 2017 and 2016, respectively; 189,926,546 and

194,639,273 shares outstanding as of 2017 and 2016, respectively)

Treasury stock (at cost; 80,011,758 and 73,440,658 shares as of 2017 and 2016,

respectively)

Additional paid-in capital

Accumulated other comprehensive income (loss)
Retained earnings (deficit):
Appropriated-consolidated investment entities
Unappropriated

Total Voya Financial, Inc. shareholders' equity
Noncontrolling interest

Total shareholders' equity

Total liabilities and shareholders' equity

The
accompanying
notes are an
integral part of
these
Condensed
Consolidated
Financial
Statements.

March 31,
2017

$21,108.6
70,477.0
1,740.9
735.5
2,725.7
742.3
303.5
656.0
1,3354

1,808.5
736.3
100,778.1
203,147.8

2.7

(3,050.4

23,697.2
2,212.3

(9,971.4
12,890.4
987.3

13,877.7

December 31,
2016

$21,447.2
70,606.2
1,841.3
3,549.5
729.1
470.7
674.3
1,336.0

1,967.2
527.8
97,118.7
200,268.0

2.7

) (2,796.0 )

23,608.8
2,021.7

) (9,843.3 )
12,993.9
973.2
13,967.1

$217,025.5 $214,235.1
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Voya Financial, Inc.

Condensed Consolidated Statements of Operations

For the Three Months Ended March 31, 2017 and 2016 (Unaudited)
(In millions, except per share data)

Revenues:

Net investment income

Fee income

Premiums

Net realized capital gains (losses):

Total other-than-temporary impairments

Less: Portion of other-than-temporary impairments recognized in Other comprehensive income

(loss)

Net other-than-temporary impairments recognized in earnings
Other net realized capital gains (losses)

Total net realized capital gains (losses)

Other revenue

Income (loss) related to consolidated investment entities:

Net investment income

Total revenues

Benefits and expenses:

Policyholder benefits

Interest credited to contract owner account balances

Operating expenses

Net amortization of Deferred policy acquisition costs and Value of business acquired
Interest expense

Operating expenses related to consolidated investment entities:
Interest expense

Other expense

Total benefits and expenses

Income (loss) before income taxes

Income tax expense (benefit)

Net income (loss)

Less: Net income (loss) attributable to noncontrolling interest
Net income (loss) available to Voya Financial, Inc.'s common shareholders

Net income (loss) available to Voya Financial, Inc.'s common shareholders per common share:

Basic
Diluted
Cash dividends declared per share of common stock

The
accompanying
notes are an
integral part of
these
Condensed
Consolidated
Financial

Three Months Ended
March 31,

2017

2016

$1,155.5 $1,094.1

850.8
591.6

2.3
0.7

3.0
(502.6
(505.6
93.8

27.3
2,213.4

968.0
510.0
738.8
92.7
459

16.9
0.5
2,372.8
(159.4
17.0
(142.4
1.1

825.8
966.8

) (9.9

0.9

) (10.8
) 21.5
) 10.7

82.8

29.1
3,009.3

1,380.8
494.9
720.2
102.5
47.7

21.0
0.9
2,768.0

) 241.3
) 49.0
) 192.3

0.7

$(143.5 ) $191.6

$0.75 ) $0.93
$0.75 ) $0.92

$0.01

$0.01
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Voya Financial, Inc.

Condensed Consolidated Statements of Comprehensive Income
For the Three Months Ended March 31, 2017 and 2016 (Unaudited)
(In millions)

Net income (loss)

Other comprehensive income (loss), before tax:

Unrealized gains (losses) on securities

Other-than-temporary impairments

Pension and other postretirement benefits liability

Other comprehensive income (loss), before tax

Income tax expense (benefit) related to items of other comprehensive income (loss)
Other comprehensive income (loss), after tax

Comprehensive income (loss)

Less: Comprehensive income (loss) attributable to noncontrolling interest

Comprehensive income (loss) attributable to Voya Financial, Inc.'s common shareholders

The
accompanying
notes are an
integral part of
these
Condensed
Consolidated
Financial
Statements.

7

Three Months
Ended March 31,

2017

2016

$(142.4) $192.3

285.1
11.0
3.5
292.6
102.0
190.6
48.2
1.1
$47.1

1,612.9
3.1

) 34

1,612.6
561.3
1,051.3
1,243.6
0.7
$1,242.9

11
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Voya Financial, Inc.

Condensed Consolidated Statements of Changes in Shareholders' Equity
For the Three Months Ended March 31, 2017 (Unaudited)

(In millions)

etained Total
Accumulate arnings Voya
Commoikreasury Ac!dltlonal Other gDeficit) Financial, Noncontrolglg'ogrll .
Paid-In Comprehensive eholders
Stock Stock Capital Income Inc. Interest Eauit
p Apprmappaopdiat&hareholders' quity
(Loss) .
Equity

Balance as of

January 1, 2017

Cumulative effect of

changes in

accounting:
Adjustment for

adoption of ASU — — — — —154 154 — 15.4

2016-09

Balance as of

January 1, 2017 - As 2.7 (2,796.0 ) 23,608.8  2,021.7 —(9,827.9 ) 13,0093 9732 13,982.5

adjusted

Comprehensive

income (loss):

Net income (loss) — — — — —(143.5 ) (143.5 ) 1.1 (142.4 )

Other comprehensive

income (loss), after — — — 190.6 —_ 190.6 — 190.6

tax

Total comprehensive

$2.7 $(2,796.0) $23,608.8 $2,021.7 $-$(9,843.3 ) $12,9939 $9732 $13,967.1

. 47.1 1.1 48.2
income (loss)

Commonstock 13 — — 1.3 — 13
issuance

Common stock

acquired - Share — 2473 ) 50.0 — —_ (197.3 ) — (197.3 )
repurchase

Dividends on

common stock o o a9 ) — o 1.9 ) — (1.9 )
Share-based — (71 )390 — — 31.9 — 31.9
compensation

Contributions from

(Distributions to) o o o o o 13.0 13.0

noncontrolling
interest, net
Balance as of March

31.2017 $2.7 $(3,050.4) $23,697.2 $2,2123 $-$(9971.4 ) $12,890.4 §$987.3 $13,877.7

The
accompanying
notes are an
integral part of

12



these
Condensed
Consolidated
Financial
Statements.
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Voya Financial, Inc.

Condensed Consolidated Statements of Changes in Shareholders' Equity
For the Three Months Ended March 31, 2016 (Unaudited)

(In millions)

etained Earnings Total
Accumulate &

Additional

Commdireasury .
Stock Stock Paid-In

Balance as of
January 1, 2016 -
As previously
filed
Cumulative effect
of changes in
accounting:

Adjustment for
adoption of ASU —
2015-2

Adjustment for
adoption of ASU —
2014-13
Balance as of
January 1, 2016 - 2.7
As adjusted
Comprehensive
income (loss):
Net income (loss) —
Other
comprehensive
income (loss),
after tax
Total
comprehensive
income (loss)
Common stock
issuance
Common stock
acquired - Share —
repurchase
Dividends on
common stock
Share-based
compensation
Contributions
from
(Distributions to) —
noncontrolling
interest, net

Capital

$2.7 $(2,302.3) $23,716.8

(2,302.3 ) 23,716.8

(2205 ) —

— (2.0

(6.2 ) 20.3

Other

eficit)

Comprehensive

Income
(Loss)

$1,424.9

1,424.9

1,051.3

Approﬁi&tppropriatg é

Voya

Financial,

I

Equity

reholders'

tal
areholders
Equity

Noncontrollié%
Interest

$9.0 $(9,4153 ) $13,435.8 $2,840.0 $16,275.8

88 —

17.8 —

— (94153

— 1916

8.8

(17.8

) 13,426.8

191.6

1,051.3

1,242.9

(220.5

2.0

14.1

(1,601.0 ) (1,592.2 )
) — (17.8 )

1,239.0 14,665.8

0.7 192.3

— 1,051.3

0.7 1,243.6

(220.5 )

(2.0 )

— 14.1

14 1.4

14



Balance as of
March 31, 2016

The
accompanying
notes are an
integral part of
these
Condensed
Consolidated
Financial
Statements.
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$2.7 $(2,529.0) $23,735.1 $2,476.2 $—

$(9,223.7 ) $14,461.3 $1,241.1

$15,702.4

15
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Voya Financial, Inc.

Condensed Consolidated Statements of Cash Flows

For the Three Months Ended March 31, 2017 and 2016 (Unaudited)
(In millions)

Net cash (used in) provided by operating activities

Cash Flows from Investing Activities:

Proceeds from the sale, maturity, disposal or redemption of:
Fixed maturities

Equity securities, available-for-sale

Mortgage loans on real estate

Limited partnerships/corporations

Acquisition of:

Fixed maturities

Equity securities, available-for-sale

Mortgage loans on real estate

Limited partnerships/corporations

Short-term investments, net

Policy loans, net

Derivatives, net

Other investments, net

Sales from consolidated investment entities

Purchases within consolidated investment entities
Collateral received (delivered), net

Purchases of fixed assets, net

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities:

Deposits received for investment contracts

Maturities and withdrawals from investment contracts
Repayment of debt with maturities of more than three months
Repayments of borrowings of consolidated investment entities

Contributions from (distributions to) participants in consolidated investment entities, net

Proceeds from issuance of common stock, net

Share-based compensation

Common stock acquired - Share repurchase

Dividends paid

Net cash (used in) provided by financing activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Non-cash investing and financing activities:

Decrease of assets due to deconsolidation of consolidated investment entities
Decrease of liabilities due to deconsolidation of consolidated investment entities
Decrease of equity due to deconsolidation of consolidated investment entities
Elimination of appropriated retained earnings

The
accompanying

Three Months Ended
March 31,

2017 2016
$(49.8 ) $656.7

4,022.6  3,407.5

10.6 73.8
391.0 263.1
494 65.0

(3,257.7) (4,191.3)
242 ) @02 )
(1,051.6 ) (881.5 )
(103.0 ) (722 )
242.7 136.6
26.6 (6.7 )
(2185 ) (2321 )
4.3 1.8

612.8 2114
(383.7 ) (206.5 )
(120.1 ) 546.2
(104 ) (182 )
190.8 (9333 )

1,764.8  2,084.1
(2,100.5 ) (1,670.7 )
(900 ) 4.8 )
— (2459 )
(129.7 ) 356.3

1.3 —

(7.1 ) (6.2 )
(190.3 ) (2205 )
1.9 ) 2.0 )
(7534 ) 290.3
(6124 ) 13.7
2,910.7  2,512.7
$2,298.3 $2,526.4

$— $7,497.2
— 5,905.0
— 1,592.2
— 17.8

16
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

1. Business, Basis of Presentation and Significant Accounting Policies
Business

Voya Financial, Inc. and its subsidiaries (collectively the "Company") is a financial services organization in the
United States that offers a broad range of retirement services, annuities, investment management services, mutual
funds, life insurance, group insurance and supplemental health products. The Company provides its principal products
and services through five segments: Retirement, Investment Management, Annuities, Individual Life and Employee
Benefits. The Company also has one Closed Block segment. In addition, the Company includes in Corporate the
financial data not directly related to its segments as well as certain run-off activities. See the Segments Note to these
Condensed Consolidated Financial Statements.

Prior to May 2013, the Company was an indirect, wholly-owned subsidiary of ING Groep N.V. ("ING Group" or
"ING"), a global financial services holding company based in The Netherlands. In May 2013, Voya Financial Inc.
completed its initial public offering of common stock, including the issuance and sale of common stock by Voya
Financial, Inc. and the sale of shares of common stock owned indirectly by ING Group. Between October 2013 and
March 2015, ING Group completed the sale of its remaining shares of common stock of Voya Financial, Inc. in a
series of registered public offerings. ING Group continues to hold certain warrants to purchase shares of Voya
Financial, Inc. common stock as described further in the Shareholders' Equity Note to these Condensed Consolidated
Financial Statements.

Basis of Presentation

The accompanying Condensed Consolidated Financial Statements of the Company have been prepared in accordance
with accounting principles generally accepted in the United States ("U.S. GAAP") and are unaudited. The preparation
of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of
the Condensed Consolidated Financial Statements and the reported amounts of revenues and expenses during the
reporting period. Those estimates are inherently subject to change and actual results could differ from those estimates.

The Condensed Consolidated Financial Statements include the accounts of Voya Financial, Inc. and its subsidiaries, as
well as partnerships (voting interest entities ("VOEs")) in which the Company has control and variable interest entities
("VIEs") for which the Company is the primary beneficiary. See the Consolidated Investment Entities Note to these
Condensed Consolidated Financial Statements. Intercompany transactions and balances have been eliminated.

The accompanying Condensed Consolidated Financial Statements reflect adjustments (including normal, recurring
adjustments) necessary to present fairly the financial position of the Company as of March 31, 2017, and its results of
operations, comprehensive income, changes in shareholders' equity and statements of cash flows for the three months
ended March 31, 2017 and 2016, in conformity with U.S. GAAP. Interim results are not necessarily indicative of full
year performance. The December 31, 2016 Consolidated Balance Sheet is from the audited Consolidated Financial
Statements included in the Company's Annual Report on Form 10-K, filed with the SEC. Therefore, these unaudited
Condensed Consolidated Financial Statements should be read in conjunction with the audited Consolidated Financial
Statements and related notes included in the Company's Annual Report on Form 10-K.

18
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Adoption of New Pronouncements

Interests Held through Related Parties

In October 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2016-17, “Consolidation (ASC Topic 810): Interests Held through Related Parties That Are under Common Control”
(“ASU 2016-17), which changes how a single decision maker of a VIE should treat indirect interests in the entity that
are held through related parties under common control when determining whether it is the primary beneficiary of the
VIE.

The provisions of ASU 2016-17 were adopted by the Company, retrospectively, on January 1, 2017. The adoption had
no effect on the Company's financial condition, results of operations, or cash flows.

11
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

Share-Based Compensation

In March 2016, the FASB issued ASU 2016-09, “Compensation-Stock Compensation (ASC Topic 718): Improvements
to Employee Share-Based Payment Accounting” (“ASU 2016-09”), which simplifies the accounting for share-based
payment award transactions with respect to:

The income tax consequences of awards,

The impact of forfeitures on the recognition of expense for awards,
Classification of awards as either equity or liabilities, and
Classification on the statement of cash flows.

The provisions of ASU 2016-09 were adopted by the Company on January 1, 2017 using the transition method
prescribed for each applicable provision:

On a prospective basis, all excess tax benefits and tax deficiencies related to share-based compensation will be
reported in Net income (loss), rather than Additional paid-in capital. Prior year excess tax benefits will remain in
Additional paid-in capital.

The provision that removed the requirement to delay recognition of excess tax benefits until they reduce taxes payable
was required to be adopted on a modified retrospective basis. Upon adoption, this provision resulted in a $15.4
increase in Deferred income tax assets with an offsetting increase to Retained earnings on the Condensed
Consolidated Balance Sheet as of January 1, 2017, to record previously unrecognized excess tax benefits.

The Company elected to retrospectively adopt the requirement to present cash inflows related to excess tax benefits as
operating activities, which resulted in a $4.1 reclassification of Share-based compensation cash flows from financing
activities to operating activities in the Condensed Consolidated Statement of Cash Flows for the three months ended
March 31, 2016.

The Company also elected to continue its existing accounting policy of including estimated forfeitures in the
calculation of share-based compensation expense.

The adoption of the remaining provisions of ASU 2016-09 had no effect on the Company's financial condition, results
of operations, or cash flows.

Debt Instruments

In March 2016, the FASB issued ASU 2016-06, “Derivatives and Hedging (ASC Topic 815): Contingent Put and Call
Options in Debt Instruments” (“ASU 2016-06"), which clarifies that an entity is only required to follow the four-step
decision sequence when assessing whether contingent call (put) options that can accelerate the payment of principal
on debt instruments are clearly and closely related to their debt hosts for purposes of bifurcating an embedded
derivative. The entity does not need to assess whether the event that triggers the ability to exercise a call (put) option
is related to interest rates or credit risks.

The provisions of ASU 2016-06 were adopted by the Company on January 1, 2017 using a modified retrospective
approach. The adoption had no effect on the Company's financial condition, results of operations, or cash flows.

Consolidation
In February 2015, the FASB issued ASU 2015-02, "Consolidation (ASC Topic 810): Amendments to the
Consolidation Analysis" ("ASU 2015-02"), which:

20
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Modifies the evaluation of whether limited partnerships and similar legal entities are VIEs or VOEs, including the
requirement to consider the rights of all equity holders at risk to determine if they have the power to direct the entity’s
most significant activities.

Eliminates the presumption that a general partner should consolidate a limited partnership. Limited partnerships and
similar entities will be VIEs unless the limited partners hold substantive kick-out rights or participating rights.
Affects the consolidation analysis of reporting entities that are involved with VIEs, particularly those that have fee
arrangements and related party relationships.

Provides a new scope exception for registered money market funds and similar unregistered money market funds, and
ends the deferral granted to investment companies from applying the VIE guidance.

12
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

The Company adopted the provisions of ASU 2015-02 on January 1, 2016 using the modified retrospective approach.
The impact to the Company’s January 1, 2016 Condensed Consolidated Balance Sheet was the deconsolidation of $7.5
billion of assets (comprised of $2.5 billion of Limited partnerships/corporations, at fair value, $0.3 billion of Cash and
cash equivalents, $4.6 billion of Corporate loans, at fair value using the fair value option, and $0.1 billion of Other
assets related to consolidated investment entities) and $5.9 billion of liabilities (comprised of $4.6 billion of
Collateralized loan obligations notes, at fair value using the fair value option, and $1.3 billion of Other liabilities
related to consolidated investment entities), with a related adjustment to Noncontrolling interest of $1.6 billion and
elimination of $8.8 appropriated retained earnings related to consolidated investment entities.

The adoption of ASU 2015-02 did not result in consolidation of any entities that were not previously consolidated.
Limited partnerships previously accounted for as VOEs became VIEs under the new guidance as the limited partners
do not hold substantive kick-out rights or participating rights.

The adoption of ASU 2015-02 had no impact to net income available to Voya Financial, Inc.’s common shareholders.

Collateralized Financing Entities

In August 2014, the FASB issued ASU 2014-13, "Consolidation (ASC Topic 810): Measuring the Financial Assets
and the Financial Liabilities of a Consolidated Collateralized Financing Entity" ("ASU 2014-13"), which allows an
entity to elect to measure the financial assets and financial liabilities of a consolidated collateralized financing entity
using either:

ASC Topic 820, whereby both the financial assets and liabilities are measured using the requirements of ASC Topic
820 with any difference reflected in earnings and attributed to the reporting entity in the statement of operations.

The measurement alternative, whereby both the financial assets and liabilities are measured using the more observable
of the fair value of the financial assets and the fair value of the financial liabilities.

The Company adopted the provisions of ASU 2014-13 on January 1, 2016, using the measurement alternative under
the modified retrospective method. Subsequent to the adoption of ASU 2014-13, the impact to the Company’s January
1, 2016 Condensed Consolidated Balance Sheet was an increase of $17.8 in Collateralized loan obligations notes, at
fair value using the fair value option, related to consolidated investment entities, with an offsetting decrease to
appropriated retained earnings of $17.8, resulting in the elimination of appropriated retained earnings related to
consolidated investment entities. As a result of adoption of ASU 2014-13, CLO liabilities are measured based on the
fair value of the assets of the CLOs; therefore, the changes in fair value related to consolidated CLOs is zero. The
changes in fair value of the Company’s interest in the CLOs are presented in Net investment income on the Condensed
Consolidated Statements of Operations.

Future Adoption of Accounting Pronouncements

Debt Securities

In March 2017, the FASB issued ASU 2017-08, "Receivables-Nonrefundable Fees and Other Costs (ASC Subtopic
310-20): Premium Amortization on Purchased Callable Debt Securities" ("ASU 2017-08), which shortens the
amortization period for certain callable debt securities held at a premium by requiring the premium to be amortized to
the earliest call date.

The provisions of ASU 2017-08 are effective for fiscal years beginning after December 15, 2018, including interim
periods, with early adoption permitted. Initial adoption of ASU 2017-08 is required to be reported using a modified

22



Edgar Filing: Voya Financial, Inc. - Form 10-Q

retrospective approach. The Company is currently in the process of determining the impact of adoption of the
provisions of ASU 2017-08.

Retirement Benefits

In March 2017, the FASB issued ASU 2017-07, "Compensation-Retirement Benefits (ASC Topic 715): Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost" ("ASU 2017-07"), which
requires employers to report the service cost component of net periodic pension cost and net periodic postretirement
benefit cost in the same line item as other compensation costs arising from services rendered by employees during the
period. Other components of net benefit costs are required to be presented in the statement of operations separately
from service costs. In addition, only service costs are eligible for capitalization in assets, when applicable.

13
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

The provisions of ASU 2017-07 are effective for annual periods beginning after December 15, 2017, including interim
periods, with early adoption permitted. Initial adoption of ASU 2017-07 is required to be reported retrospectively for
the presentation of service costs and other components in the statement of operations and prospectively for the
capitalization of service costs in assets. The Company is currently in the process of determining the impact of
adoption of the provisions of ASU 2017-07.

Derecognition of Nonfinancial Assets

In February 2017, the FASB issued ASU 2017-05, “Other Income-Gains and Losses from the Derecognition of
Nonfinancial Assets (ASC Subtopic 610-20): Clarifying the Scope of Asset Derecognition Guidance & Accounting
for Partial Sales of Nonfinancial Assets” (“ASU 2017-05”), which requires entities to apply certain recognition and
measurement principles in ASU 2014-09, “Revenue from Contracts with Customers (ASC Topic 606)” (see Revenue
from Contracts with Customers below) when they derecognize nonfinancial assets and in substance nonfinancial
assets through sale or transfer, and the counterparty is not a customer.

The provisions of ASU 2017-05 are effective for annual and interim reporting periods beginning after December 15,
2017, with early adoption permitted, using either a retrospective or modified retrospective method. The Company is
currently in the process of determining the impact of adoption of the provisions of ASU 2017-05.

Statement of Cash Flows

In August 2016, the FASB issued ASU 2016-15, “Statement of Cash Flows (ASC Topic 230): Classification of Certain
Cash Receipts and Cash Payments” (“ASU 2016-15"), which addresses diversity in how certain cash receipts and cash
payments are presented and classified in the statement of cash flows. The amendments provide guidance on eight
specific cash flow issues.

The provisions of ASU 2016-15 are effective retrospectively for fiscal years beginning after December 15, 2017,
including interim periods, with early adoption permitted. The Company is currently in the process of determining the
impact of adoption of the provisions of ASU 2016-15.

Financial Instruments - Credit Losses
In June 2016, the FASB issued ASU 2016-13, “Financial Instruments-Credit Losses (ASC Topic 326): Measurement of
Credit Losses on Financial Instruments” (“ASU 2016-13"), which:

dntroduces an approach based on expected losses to estimate credit losses on certain types of financial instruments,
Modifies the impairment model for available-for-sale debt securities, and
Provides a simplified accounting model for purchased financial assets with credit deterioration since their origination.

The provisions of ASU 2016-13 are effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2019, with early adoption permitted for fiscal years beginning after December 15, 2018. Initial
adoption of ASU 2016-13 is required to be reported on a modified retrospective basis, with a cumulative-effect
adjustment to retained earnings as of the beginning of the year of adoption, except for certain provisions that are
required to be applied prospectively. The Company is currently in the process of determining the impact of adoption
of the provisions of ASU 2016-13.

Leases
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In February 2016, the FASB issued ASU 2016-02, “Leases (ASC Topic 842)” (“ASU 2016-02"), which requires lessees to
recognize a right-of-use asset and a lease liability for all leases with terms of more than 12 months. The lease liability

will be measured as the present value of the lease payments, and the asset will be based on the liability. For income
statement purposes, expense recognition will depend on the lessee's classification of the lease as either finance, with a
front-loaded amortization expense pattern similar to current capital leases, or operating, with a straight-line expense
pattern similar to current operating leases. Lessor accounting will be similar to the current model, and lessors will be
required to classify leases as operating, direct financing, or sales-type.

ASU 2016-02 also replaces the sale-leaseback guidance to align with the new revenue recognition standard, addresses
statement of operation and statement of cash flow classification, and requires additional disclosures for all leases.

The provisions of ASU 2016-02 are effective on a modified retrospective basis for fiscal years beginning after
December 15, 2018, including interim periods, with early adoption permitted. The Company is currently in the

process of determining the impact of adoption of the provisions of ASU 2016-02.
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

Financial Instruments - Recognition and Measurement
In January 2016, the FASB issued ASU 2016-01, “Financial Instruments-Overall (ASC Subtopic 825-10): Recognition
and Measurement of Financial Assets and Financial Liabilities” (“ASU 2016-01""), which requires:

Equity investments (except those consolidated or accounted for under the equity method) to be measured at fair value
with changes in fair value recognized in net income.

Elimination of the disclosure of methods and significant assumptions used to estimate the fair value for financial
instruments measured at amortized cost.

The use of the exit price notion when measuring the fair value of financial instruments for disclosure purposes.
Separate presentation in other comprehensive income of the portion of the total change in fair value of a liability
resulting from a change in own credit risk if the liability is measured at fair value under the fair value option.
Separate presentation on the balance sheet or financial statement notes of financial assets and financial liabilities by
measurement category and form of financial asset.

The provisions of ASU 2016-01 are effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2017, with early adoption only permitted for certain provisions. Initial adoption of ASU 2016-01
is required to be reported on a modified retrospective basis, with a cuamulative-effect adjustment to the balance sheet
as of the beginning of the year of adoption, except for certain provisions that are required to be applied prospectively.
The Company is currently in the process of determining the impact of adoption of the provisions of ASU 2016-01.

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts with Customers (ASC Topic 606)" ("ASU
2014-09"), which requires an entity to recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. Revenue is recognized when, or as, the entity satisfies a performance obligation under the contract.
ASU 2014-09 also updated the accounting for certain costs associated with obtaining and fulfilling contracts with
customers and requires disclosures regarding the nature, amount, timing and uncertainty of revenue and cash flows
arising from contracts with customers. In addition, the FASB issued various amendments during 2016 to clarify the
provisions and implementation guidance of ASU 2014-09. Revenue recognition for insurance contracts and financial
instruments is explicitly scoped out of the guidance.

The provisions of ASU 2014-09 are effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2017, with early adoption permitted as of January 1, 2017. Initial adoption of ASU 2014-09 is
required to be reported using either a retrospective or modified retrospective approach.

The Company plans to adopt ASU 2014-09 on January 1, 2018. As the scope of ASU 2014-09 excludes insurance
contracts and financial instruments, the guidance does not apply to a significant portion of the Company’s business.
Consequently, the Company does not currently expect the adoption of this guidance to have a material impact;
however, implementation efforts, including assessment of transition approach, are ongoing. Based on review to date,
the Company anticipates that the adoption of ASU 2014-09 may impact the timing of recognition of carried interest
(Iess than 0.5% of the Company’s Total revenues for the three months ended March 31, 2017 and 2016) in the
Investment Management segment and may result in the deferral of costs to obtain certain investment-only product
contracts in the Retirement and Annuities segments.
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Voya Financial, Inc.

Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

2. Investments (excluding Consolidated Investment Entities)

Fixed Maturities and Equity Securities

Available-for-sale and fair value option ("FVO") fixed maturities and equity securities were as follows as of
March 31, 2017:

Gross Gross
Amortized Unrjcalized Unrjcalized Eml‘)edc'led Fair OTTI®®
Cost Capital ~ Capital  DerivativesValue
Gains Losses

Fixed maturities:
U.S. Treasuries $3,154.0 $4656 $8.1 $ — $3.6115 $ —
U.S. Government agencies and authorities 253.6 48.2 — — 301.8 —
State, municipalities and political subdivisions 2,298.9 37.9 42.7 — 22941 —
U.S. corporate public securities 31,367.7 2,240.4 181.7 — 33,4264 —
U.S. corporate private securities 7,912.0 2689 118.7 — 8,062.2 —
Foreign corporate public securities and foreign 7.868.6  447.6 512 . 82650 —
governments)
Foreign corporate private securities(!) 7,546.4  330.6 44.3 — 78327 —
Residential mortgage-backed securities:
Agency 5,1352 2525 60.3 37.7 5,365.1 —
Non-Agency 1,110.3 142.2 6.5 25.6 1,271.6  28.8
Total Residential mortgage-backed securities 6,245.5 394.7 66.8 63.3 6,636.7 28.8
Commercial mortgage-backed securities 3,070.2  67.5 32.0 — 3,1057 —
Other asset-backed securities 1,428.4  46.5 5.6 — 1,469.3 3.7
Total fixed maturities, including securities 711453 4.347.9 551 1 63.3 750054 32.5
pledged
Less: Securities pledged 2,019.5 178.8 11.0 — 2,187.3 —
Total fixed maturities 69,125.8 4,169.1 540.1 63.3 72,818.1 32.5
Equity securities:
Common stock 172.4 0.5 0.3 — 172.6 —
Preferred stock 90.7 34.3 — — 125.0 —
Total equity securities 263.1 34.8 0.3 — 297.6 —

Total fixed maturities and equity securities
investments

() Primarily U.S. dollar denominated.

(@ Embedded derivatives within fixed maturity securities are reported with the host investment. The changes in fair
value of embedded derivatives are reported in Other net realized capital gains (losses) in the Condensed Consolidated
Statements of Operations.

$69,388.9 $4,2039 §$5404 $ 633 $73,115.7 $ 32.5
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() Represents Other-than-Temporary-Impairments ("OTTI") reported as a component of Other comprehensive income
(loss).
4 Amount excludes $523.2 of net unrealized gains on impaired available-for-sale securities.
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Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

Available-for-sale and FVO fixed maturities and equity securities were as follows as of December 31, 2016:

Gross Gross
Amortized Unrjcalized Unrjcalized Eml‘)edc'led Fair OTTI®®
Cost Capital ~ Capital  DerivativesValue
Gains Losses

Fixed maturities:
U.S. Treasuries $3,452.0 $4522  $139 $ — $3,890.3 $ —
U.S. Government agencies and authorities 253.9 44.1 — — 298.0
State, municipalities and political subdivisions 2,153.9 31.7 50.0 — 2,1356 —
U.S. corporate public securities 31,754.8 2,168.5 231.6 — 33,691.7 8.6
U.S. corporate private securities 7,724.9 2427 159.6 — 7,808.0 —
Foreign corporate public securities and foreign 77966 3817 939 . 80794 —
governments)
Foreign corporate private securities(!) 7,557.1  302.8 74.1 — 7,785.8 —
Residential mortgage-backed securities:
Agency 5,3184  269.7 62.0 42.7 5,568.8 —
Non-Agency 1,088.6 137.3 7.7 27.8 1,246.0 31.0
Total Residential mortgage-backed securities 6,407.0 407.0 69.7 70.5 6,814.8 31.0
Commercial mortgage-backed securities 3,320.7 729 34.7 — 3,3589 —
Other asset-backed securities 1,433.9 48.8 7.1 — 1,4756 39
Total fixed maturities, including securities 71.854.8 4.152.4 7396 70,5 75.338.1 43.5
pledged
Less: Securities pledged 1,983.8 189.0 15.7 — 2,157.1 —
Total fixed maturities 69,871.0 3,963.4 723.9 70.5 73,181.0 43.5
Equity securities:
Common stock 151.3 0.5 0.3 — 151.5 —
Preferred stock 90.5 32.2 — — 122.7 —
Total equity securities 241.8 32.7 0.3 — 274.2 —

Total fixed maturities and equity securities
investments

() Primarily U.S. dollar denominated.

(@) Embedded derivatives within fixed maturity securities are reported with the host investment. The changes in fair
value of embedded derivatives are reported in Other net realized capital gains (losses) in the Condensed Consolidated
Statements of Operations.

) Represents OTTI reported as a component of Other comprehensive income (loss).

@ Amount excludes $515.6 of net unrealized gains on impaired available-for-sale securities.

$70,112.8 $3,996.1 §$ 7242 § 70.5 $73,455.2 $ 43.5
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Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

The amortized cost and fair value of fixed maturities, including securities pledged, as of March 31, 2017, are shown
below by contractual maturity. Actual maturities may differ from contractual maturities as securities may be
restructured, called or prepaid. Mortgage-backed securities ("MBS") and Other asset-backed securities ("ABS") are
shown separately because they are not due at a single maturity date.

Amortized Fair

Cost Value

Due to mature:

One year or less $2,229.1 $2,248.8
After one year through five years 13,549.2  14,171.8
After five years through ten years 17,9213 18,3359
After ten years 26,701.6  29,037.2
Mortgage-backed securities 9,315.7 9,742.4
Other asset-backed securities 1,428.4 1,469.3

Fixed maturities, including securities pledged $71,145.3 $75,005.4

The investment portfolio is monitored to maintain a diversified portfolio on an ongoing basis. Credit risk is mitigated
by monitoring concentrations by issuer, sector and geographic stratification and limiting exposure to any one issuer.

As of March 31, 2017 and December 31, 2016, the Company did not have any investments in a single issuer, other
than obligations of the U.S. Government and government agencies, with a carrying value in excess of 10% of the
Company’s Total shareholders' equity.

The following tables set forth the composition of the U.S. and foreign corporate securities within the fixed maturity
portfolio by industry category as of the dates indicated:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Capital Capital Value
Gains Losses
March 31, 2017
Communications $3,829.5 $351.5 $17.3 $4,163.7
Financial 8,012.9 500.4 23.0 8,490.3
Industrial and other companies 25,758.6  1,360.8 175.2 26,944 .2
Energy 6,009.4 400.0 74.7 6,334.7
Utilities 8,350.6 520.4 82.5 8,788.5
Transportation 1,702.9 106.0 12.5 1,796.4
Total $53,663.9 $3,239.1 $ 385.2 $56,517.8
December 31, 2016
Communications $3,778.7 $335.7 $ 20.8 $4,093.6
Financial 8,166.3 478.7 47.6 8,597.4
Industrial and other companies 25,679.5 1,259.5 256.9 26,682.1
Energy 6,250.2 380.7 93.5 6,537.4
Utilities 8,164.7 500.6 106.4 8,558.9
Transportation 1,785.6 103.6 17.5 1,871.7

32



Total

18

Edgar Filing: Voya Financial, Inc. - Form 10-Q
$53,825.0 $3,058.8 §$ 542.7 $56,341.1
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Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

Fixed Maturities and Equity Securities

The Company's fixed maturities and equity securities are currently designated as available-for-sale, except those
accounted for using the FVO. Available-for-sale securities are reported at fair value and unrealized capital gains
(losses) on these securities are recorded directly in Accumulated other comprehensive income (loss) ("AOCI") and
presented net of related changes in Deferred policy acquisition costs ("DAC"), Value of business acquired ("VOBA")
and Deferred income taxes. In addition, certain fixed maturities have embedded derivatives, which are reported with
the host contract on the Condensed Consolidated Balance Sheets.

The Company has elected the FVO for certain of its fixed maturities to better match the measurement of assets and
liabilities in the Condensed Consolidated Statements of Operations. Certain collateralized mortgage obligations
("CMOs"), primarily interest-only and principal-only strips, are accounted for as hybrid instruments and valued at fair
value with changes in the fair value recorded in Other net realized capital gains (losses) in the Condensed
Consolidated Statements of Operations.

The Company invests in various categories of CMOs, including CMOs that are not agency-backed, that are subject to
different degrees of risk from changes in interest rates and defaults. The principal risks inherent in holding CMOs are
prepayment and extension risks related to significant decreases and increases in interest rates resulting in the
prepayment of principal from the underlying mortgages, either earlier or later than originally anticipated. As of
March 31, 2017 and December 31, 2016, approximately 48.2% and 48.0%, respectively, of the Company's CMO
holdings, were invested in the above mentioned types of CMOs such as interest-only or principal-only strips, that are
subject to more prepayment and extension risk than traditional CMOs.

Public corporate fixed maturity securities are distinguished from private corporate fixed maturity securities based
upon the manner in which they are transacted. Public corporate fixed maturity securities are issued initially through
market intermediaries on a registered basis or pursuant to Rule 144 A under the Securities Act of 1933 (the "Securities
Act") and are traded on the secondary market through brokers acting as principal. Private corporate fixed maturity
securities are originally issued by borrowers directly to investors pursuant to Section 4(a)(2) of the Securities Act, and
are traded in the secondary market directly with counterparties, either without the participation of a broker or in
agency transactions.

Securities Lending

The Company engages in securities lending whereby certain securities from its portfolio are loaned to other
institutions, through a lending agent, for short periods of time. The Company has the right to approve any institution
with whom the lending agent transacts on its behalf. Initial collateral is required at a rate of 102% of the market value
of the loaned securities. The lending agent retains the collateral and invests it in high quality liquid assets on behalf of
the Company. The market value of the loaned securities is monitored on a daily basis with additional collateral
obtained or refunded as the market value of the loaned securities fluctuates. The lending agent indemnifies the
Company against losses resulting from the failure of a counterparty to return securities pledged where collateral is
insufficient to cover the loss. As of March 31, 2017 and December 31, 2016, the fair value of loaned securities was
$1,420.9 and $1,403.8, respectively, and is included in Securities pledged on the Condensed Consolidated Balance
Sheets.
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If cash is received as collateral, the lending agent retains the cash collateral and invests it in short-term liquid assets on
behalf of the Company. As of March 31, 2017 and December 31, 2016, cash collateral retained by the lending agent
and invested in short-term liquid assets on the Company's behalf was $713.7 and $535.9, respectively, and is recorded
in Short-term investments under securities loan agreements, including collateral delivered on the Condensed
Consolidated Balance Sheets. As of March 31, 2017 and December 31, 2016, liabilities to return collateral of $713.7
and $535.9, respectively, are included in Payables under securities loan agreements, including collateral held on the
Condensed Consolidated Balance Sheets.

During the first quarter of 2016 under an amendment to the securities lending program, the Company began accepting
non-cash collateral in the form of securities. The securities retained as collateral by the lending agent may not be sold
or re-pledged, except in the event of default, and are not reflected on the Company’s Condensed Consolidated Balance
Sheets. This collateral generally consists of U.S. Treasury, U.S. Government agency securities and MBS pools. As of
March 31, 2017 and December 31, 2016, the fair value of securities retained as collateral by the lending agent on the
Company’s behalf was $750.5 and $911.7, respectively.
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Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

The following table sets forth borrowings under securities lending transactions by class of collateral pledged for the
dates indicated:
March  December

31,2017 31,2016
@) O

U.S. Treasuries $736.9 $762.9
U.S. Government agencies and authorities 3.6 43

U.S. corporate public securities 461.5 4684
Equity Securities 0.1 0.5
Short-term Investments 4.1 1.0
Foreign corporate public securities and foreign governments 258.0  210.5
Payables under securities loan agreements $1,464.2 $1,447.6

(DAs of March 31, 2017 and December 31, 2016, borrowings under securities lending transactions include cash
collateral of $713.7 and $535.9, respectively.

(As of March 31, 2017 and December 31, 2016, borrowings under securities lending transactions include non-cash
collateral of $750.5 and $911.7, respectively.

The Company's securities lending activities are conducted on an overnight basis, and all securities loaned can be
recalled at any time. The Company does not offset assets and liabilities associated with its securities lending program.

Unrealized Capital Losses

Unrealized capital losses (including noncredit impairments), along with the fair value of fixed maturity securities,
including securities pledged, by market sector and duration were as follows as of March 31, 2017:

More Than Six
Six Months or Less 1,}/10:; hz lg\l/rllcc)lnths or More Than Twelve
Below Amortized welv Months Below Total
Cost Less Amortized Cost
Below Amortized
Cost
) UnrealizedF ) Unrealized.., . UnrealizedF ) Unrealized
Fair ) air ) air . air .
Capital Capital Capital Capital
Value Value Value Value
Losses Losses Losses Losses
U.S. Treasuries $4431 $7.8 $17.1  $03 $— $— $460.2 $8.1
State, municipalities and political gos 5 55| o8 118 235 28 1,101.6 427

subdivisions
U.S. corporate public securities  4,855.1 120.9 407.4 24.3 399.8 36.5 5,662.3 181.7
U.S. corporate private securities 1,578.8  55.8 189.0 19.3 253.7 43.6 2,021.5 118.7
Foreign corporate public securities

) 971.6 21.2 69.1 4.2 317.4 25.8 1,358.1 512
and foreign governments
Foreign corporate private 7773 204 2223 207 838 32 1,083.4 443
securities
Residential mortgage-backed 1,249.5 35.0 483.2 18.9 199.2 12.9 1,9319 66.8
Commercial mortgage-backed 1,043.4 29.2 31.8 2.6 12.2 0.2 1,087.4  32.0
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293.3 1.7 20.8 0.6 94.7 33 408.8 5.6
$12,097.4 $320.1 $1,633.5 $102.7 $1,384.3 $1283 $15,1152 $551.1
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Unrealized capital losses (including noncredit impairments), along with the fair value of fixed maturity securities,
including securities pledged, by market sector and duration were as follows as of December 31, 2016:

More Than Six
Six Months or Less ¥0nlt hs ;;[1 d th More Than Twelve
Below Amortized welve Months Months Below Total
or Less .
Cost Amortized Cost
Below
Amortized Cost
. UnrealizedF . Unrealized . . UnrealizedF . Unrealized
Fair . air . Fair ) air )
Capital Capital Capital Capital
Value Value Value Value
Losses Losses Losses Losses
U.S. Treasuries $1,061.4 $139 $— $— $— $— $1,061.4 $139
state. municipalities and political ) 5607 469 233 31 12880 500
subdivisions
U.S. corporate public securities 6,236.0 172.1 384 2.5 508.8 57.0 6,783.2 231.6
U.S. corporate private securities 2,261.8 98.1 747 29 315.6 58.6 2,652.1 159.6
Foreign corporate public securities | soc ¢ 490 598 49 3962 450  2,052.8 989
and foreign governments
Foreign corporate private securities 1,382.3  56.8 — — 165.9 17.3 1,548.2  74.1
Residential mortgage-backed 1,716.5 52.2 182.7 5.1 165.5 12.4 2,064.7  69.7
Commercial mortgage-backed 1,002.8 32.6 272 0.1 27.4 2.0 1,057.4 347
Other asset-backed 448.3 1.6 0.8 — *114.3 5.5 563.4 7.1
Total $16,970.6 $523.2 $383.6 $ 15.5 $1,717.0 $200.9 $19,071.2 $ 739.6

* Less than $0.1.

Of the unrealized capital losses aged more than twelve months, the average market value of the related fixed
maturities was 91.5% and 89.5% of the average book value as of March 31, 2017 and December 31, 2016,
respectively.
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Unrealized capital losses (including noncredit impairments) in fixed maturities, including securities pledged, for
instances in which fair value declined below amortized cost by greater than or less than 20% for consecutive months
as indicated in the tables below, were as follows as of the dates indicated:

Unrealized Number of
Amortized Cost  Capital ..
Securities
Losses
> >
<20% >20% <20% 0% <20% 20%
March 31, 2017
Six months or less below amortized cost $12,505.0 $45.3 $330.6 $11.2 1,213 20
More than six months and twelve months or less below amortized cost 1,942.9 0.1 1144 0.1 183 5
More than twelve months below amortized cost 1,055.2 117.8 59.9 349 266 12
Total $15,503.1 $163.2 $504.9 $46.2 1,662 37
December 31, 2016
Six months or less below amortized cost $17,729.6 $86.8 $554.6 $19.3 1,541 16
More than six months and twelve months or less below amortized cost 755.0 283 451 7.8 92 9
More than twelve months below amortized cost 1,086.7 1244 76.5 36.3 267 12
Total $19,571.3 $239.5 $676.2 $63.4 1,900 37
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Unrealized capital losses (including noncredit impairments) in fixed maturities, including securities pledged, by
market sector for instances in which fair value declined below amortized cost by greater than or less than 20% were as
follows as of the dates indicated:

Unrealized Number of
Amortized Cost  Capital o
Securities
Losses
> >
<20% >20% <20% 0% < 20% 20%

March 31, 2017
U.S. Treasuries $4683 $—  $81 $— 28 —
State, municipalities and political subdivisions 1,143.3 1.0 424 0.3 170 1
U.S. corporate public securities 5,804.9  39.1 1724 9.3 505 2
U.S. corporate private securities 2,046.2 940 90.8 279 88 2
Foreign corporate public securities and foreign governments 1,394.2  15.1 46.7 4.5 125 5
Foreign corporate private securities 1,127.7  — *443 — %52 2
Residential mortgage-backed 1,986.5 122 632 36 423 22
Commercial mortgage-backed 1,1193 0.1 319 0.1 147 1
Other asset-backed 412.7 1.7 5.1 0.5 124 2
Total $15,503.1 $163.2 $504.9 $46.2 1,662 37
December 31, 2016
U.S. Treasuries $1,075.3 $— $139 $— 33 —
State, municipalities and political subdivisions 1,337.0 1.0 49.7 0.3 198 1
U.S. corporate public securities 6,947.1  67.7 2155 16.1 577 4
U.S. corporate private securities 2,672.77 1390 122.1 375 114 3
Foreign corporate public securities and foreign governments 2,131.4  20.3 94.1 4.8 192 4
Foreign corporate private securities 1,622.3 — *74.1 —  *64 2
Residential mortgage-backed 2,127.8 6.6 675 22 451 19
Commercial mortgage-backed 1,088.9 3.2 327 20 140 3
Other asset-backed 568.8 1.7 6.6 0.5 131 1
Total $19,571.3 $239.5 $676.2 $63.4 1,900 37

* Less than $0.1.
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The following tables summarize loan-to-value, credit enhancement and fixed floating rate details for residential
mortgage-backed securities ("RMBS") and Other ABS in a gross unrealized loss position as of the dates indicated:
Loan-to-Value Ratio

Unrealized
Amortized Cost Capital
Losses
> < >

March 31, 2017 <20% 0% 20% 20%
RMBS and Other ABS)
Non-agency RMBS > 100% $— $— $— $—
Non-agency RMBS >90% - 100% — —- - =
Non-agency RMBS 80% - 90% 33 09 01 02
Non-agency RMBS < 80% 180.8 35 82 08
Agency RMBS 1,870.5 7.8 577 2.6
Other ABS (Non-RMBS) 344.6 1.7 23 05
Total RMBS and Other ABS $2,399.2 $13.9 $68.3 $4.1

Credit Enhancement

Percentage
Unrealized
Amortized Cost Capital
Losses
> < >
March 31, 2017 <20% 0% 20% 20%
RMBS and Other ABS)
Non-agency RMBS 10% + $116.6 $— $44 $—
Non-agency RMBS > 5% - 10% 8.3 — 03 —
Non-agency RMBS > 0% - 5% 34.6 09 26 02
Non-agency RMBS 0% 24.6 35 1.0 038
Agency RMBS 1,870.5 7.8 577 2.6
Other ABS (Non-RMBS) 344.6 1.7 23 05
Total RMBS and Other ABS $2,399.2 $13.9 $68.3 $4.1

Fixed Rate/Floating Rate

Unrealized
Amortized Cost Capital
Losses
> < >

March 31, 2017 <20% 0% 20% 20%
Fixed Rate $1,9154 $4.1 $51.0$1.3
Floating Rate 483.8 98 173 28
Total $2,399.2 $13.9 $68.3 $4.1

() For purposes of this table, subprime mortgages are included in Non-agency RMBS categories.
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Loan-to-Value Ratio

Amortized Unrff:alized
Cost Capital
Losses
> < >
December 31, 2016 < 20% 0% 20% 0%
RMBS and Other ABS™
Non-agency RMBS > 100% $— $— $— $—
Non-agency RMBS >90% - 100% — — - —
Non-agency RMBS 80% - 90% 5.3 — 03 —
Non-agency RMBS < 80% 218.5 37 11.1 0.8
Agency RMBS 1,9855 29 606 14
Other ABS (Non-RMBS) 487.3 1.7 21 05
Total RMBS and Other ABS $2.696.6 $8.3 $74.1 $2.7
Credit Enhancement
Percentage
Amortized Unrff:alized
Cost Capital
Losses
> < >
December 31, 2016 < 20% 0% 20% 0%
RMBS and Other ABS™
Non-agency RMBS 10% + $141.0 $— $65 $—
Non-agency RMBS > 5% - 10%  10.7 — 04 —
Non-agency RMBS > 0% - 5% 35.8 — 26 —
Non-agency RMBS 0% 36.3 37 19 038
Agency RMBS 1,9855 29 606 14
Other ABS (Non-RMBS) 487.3 1.7 21 05
Total RMBS and Other ABS $2.696.6 $8.3 $74.1 $2.7
Fixed Rate/Floating Rate
Amortized Unrff:alized
Cost Capital
Losses
> < >
December 31, 2016 < 20% 0% 20% 0%
Fixed Rate $2,029.0 $2.5 $55.6 $0.8
Floating Rate 667.6 58 185 1.9
Total $2,696.6 $8.3 $74.1 $2.7

() For purposes of this table, subprime mortgages are included in Non-agency RMBS categories.

Investments with fair values less than amortized cost are included in the Company's other-than-temporary
impairments analysis. Impairments were recognized as disclosed in the "Evaluating Securities for
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Other-Than-Temporary Impairments" section below. The Company evaluates non-agency RMBS and ABS for
"other-than-temporary impairments" each quarter based on actual and projected cash flows, after considering the
quality and updated loan-to-value ratios reflecting current home prices of underlying collateral, forecasted loss
severity, the payment priority within the tranche structure of the security and amount of any credit enhancements. The
Company's assessment of current levels of cash flows compared to estimated cash flows at the time the securities were
acquired (typically pre-2008) indicates the amount and the pace of projected cash flows from the underlying collateral
has generally been lower and slower, respectively. However, since cash flows are typically projected at a trust level,
the impairment review incorporates the security's position within the trust structure as well as credit enhancement
remaining in the trust to determine whether an impairment is warranted. Therefore, while lower and slower cash flows
will impact the trust, the effect on the valuation of a particular security within the trust will also be dependent upon the
trust structure. Where the assessment continues to project full recovery of principal and interest on schedule, the
Company has not recorded an impairment. Based on this analysis, the Company determined that the remaining
investments in an unrealized loss position were not other-than-temporarily impaired and therefore no further
other-than-temporary impairment was necessary.
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Troubled Debt Restructuring

The Company invests in high quality, well performing portfolios of commercial mortgage loans and private
placements. Under certain circumstances, modifications are granted to these contracts. Each modification is evaluated
as to whether a troubled debt restructuring has occurred. A modification is a troubled debt restructuring when the
borrower is in financial difficulty and the creditor makes concessions. Generally, the types of concessions may include
reducing the face amount or maturity amount of the debt as originally stated, reducing the contractual interest rate,
extending the maturity date at an interest rate lower than current market interest rates and/or reducing accrued interest.
The Company considers the amount, timing and extent of the concession granted in determining any impairment or
changes in the specific valuation allowance recorded in connection with the troubled debt restructuring. A valuation
allowance may have been recorded prior to the quarter when the loan is modified in a troubled debt restructuring.
Accordingly, the carrying value (net of the specific valuation allowance) before and after modification through a
troubled debt restructuring may not change significantly, or may increase if the expected recovery is higher than the
pre-modification recovery assessment. As of March 31, 2017 the Company did not have any new commercial
mortgage loan troubled debt restructuring and had one new private placement troubled debt restructuring with a
pre-modification and post-modification carrying value of $22.4. As of December 31, 2016 the Company had no new
troubled debt restructurings for commercial mortgage loans or private placement bonds.

As of March 31, 2017 and December 31, 2016, the Company did not have any commercial mortgage loans or private
placements modified in a troubled debt restructuring with a subsequent payment default.

Mortgage Loans on Real Estate

The Company's mortgage loans on real estate are all commercial mortgage loans held for investment, which are
reported at amortized cost, less impairment write-downs and allowance for losses. The Company diversifies its
commercial mortgage loan portfolio by geographic region and property type to reduce concentration risk. The
Company manages risk when originating commercial mortgage loans by generally lending only up to 75% of the
estimated fair value of the underlying real estate. Subsequently, the Company continuously evaluates mortgage loans
based on relevant current information including a review of loan-specific credit quality, property characteristics and
market trends. Loan performance is monitored on a loan specific basis through the review of submitted appraisals,
operating statements, rent revenues and annual inspection reports, among other items. This review ensures properties
are performing at a consistent and acceptable level to secure the debt. The components to evaluate debt service
coverage are received and reviewed at least annually to determine the level of risk.

The following table summarizes the Company's investment in mortgage loans as of the dates indicated:

March 31, 2017 December 31, 2016
N N
Impalfgl%ll)laire d Total Impalfgl%;aire d Total
Commercial mortgage loans $4.5 $12,384.4 $12,3889 $4.6 $11,723.7 $11,728.3
Collective valuation allowance for losses N/A (3.1 ) (3.1 ) N/A (3.1 ) (3.1 )

Total net commercial mortgage loans $4.5 $12,381.3 $12,385.8 $4.6 $11,720.6 $11,725.2
N/A - Not Applicable
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There were no impairments taken on the mortgage loan portfolio for the three months ended March 31, 2017 and
2016.

The following table summarizes the activity in the allowance for losses for commercial mortgage loans for the periods
indicated:

March 31, December 31,

2017 2016
Collective valuation allowance for losses, balance at January 1 $ 3.1 $ 32
Addition to (reduction of) allowance for losses — (0.1 )
Collective valuation allowance for losses, end of period $ 3.1 $ 3.1
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The carrying values and unpaid principal balances of impaired mortgage loans were as follows as of the dates
indicated:
March 31, December 31,

2017 2016
Impaired loans without allowances for losses $ 4.5 $ 46
Less: Allowances for losses on impaired loans — —
Impaired loans, net $ 45 $ 46

Unpaid principal balance of impaired loans $ 6.0 $ 6.1

As of March 31, 2017 and December 31, 2016, the Company did not have any impaired loans with allowances for
losses.

The Company defines delinquent mortgage loans consistent with industry practice as 60 days past due. The
Company's policy is to recognize interest income until a loan becomes 90 days delinquent or foreclosure proceedings
are commenced, at which point interest accrual is discontinued. Interest accrual is not resumed until the loan is
brought current.

There were no mortgage loans in the Company's portfolio in process of foreclosure as of March 31, 2017 and
December 31, 2016.

There were no loans 30 days or less in arrears, with respect to principal and interest as of March 31, 2017 and
December 31, 2016.

Commercial loans are placed on non-accrual status when 90 days in arrears if the Company has concerns regarding the
collectability of future payments, or if a loan has matured without being paid off or extended. Factors considered may
include loss of major tenant, bankruptcy of borrower or major tenant, decreased property cash flow, number of days
past due, or various other circumstances. Based on an assessment as to the collectability of the principal, a
determination is made to either apply against the book value or apply according to the contractual terms of the loan.
Funds recovered in excess of book value would then be applied to recover expenses, impairments, and then interest.
Accrual of interest resumes after factors resulting in doubts about collectability have improved.

The following table presents information on the average investment during the period in impaired loans and interest
income recognized on impaired and troubled debt restructured loans for the periods indicated:

Three
Months
Ended
March 31,
2017 2016
Impaired loans, average investment during the period (amortized cost) (1) $4.5 $13.5
Interest income recognized on impaired loans, on an accrual basis (1) 0.1 0.1
Interest income recognized on impaired loans, on a cash basis () 0.1 0.2
Interest income recognized on troubled debt restructured loans, on an accrual basis — 0.1

() Includes amounts for Troubled debt restructured loans.
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Loan-to-value ("LTV") and debt service coverage ("DSC") ratios are measures commonly used to assess the risk and
quality of mortgage loans. The LTV ratio, calculated at time of origination, is expressed as a percentage of the amount
of the loan relative to the value of the underlying property. A LTV ratio in excess of 100% indicates the unpaid loan
amount exceeds the underlying collateral. The DSC ratio, based upon the most recently received financial statements,
is expressed as a percentage of the amount of a property’s net income to its debt service payments. A DSC ratio of less
than 1.0 indicates that a property’s operations do not generate sufficient income to cover debt payments. These ratios
are utilized as part of the review process described above.
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The following table presents the LTV ratios as of the dates indicated:

March 31, 13)16 cember
20174 2016
Loan-to-Value Ratio:
0% - 50% $1,537.6 $1,366.3
> 50% - 60% 3,019.7  2,950.1
> 60% - 70% 6,980.6  6,560.7
> 70% - 80% 826.0 833.8
> 80% and above 25.0 17.4

Total Commercial mortgage loans $12,388.9 $11,728.3
(1) Balances do not include collective valuation allowance for losses.

The following table presents the DSC ratios as of the dates indicated:

March 31, ];lecember
2017 20160
Debt Service Coverage Ratio:
Greater than 1.5x $9,835.7 $9,298.4
> 1.25x - 1.5x 1,362.5 1,247.3
> 1.0x - 1.25x 861.7 899.2
Less than 1.0x 204.4 181.4
Commercial mortgage loans secured by land or construction loans 124.6 102.0
Total Commercial mortgage loans $12,388.9 $11,728.3

(1) Balances do not include collective valuation allowance for losses.

Properties collateralizing mortgage loans are geographically dispersed throughout the United States, as well as
diversified by property type, as reflected in the following tables as of the dates indicated:

March 31, 2017() December 31,

2016(D)

Gross Gross

Carrying % of Carrying % of

Value Total Value Total
Commercial Mortgage Loans by U.S. Region:
Pacific $2,845.3 229% $2,896.8 24.6 %
South Atlantic 2,729.6  22.0% 2,646.0 226 %
Middle Atlantic 2,089.0 169% 1,648.7 141 %
West South Central 1,331.0 10.7% 1,236.1 10.5 %
Mountain 1,145,5 92% 1,092.1 93 %
East North Central 1,308.9 10.6% 1,274.3 109 %
New England 220.0 1.8% 231.2 20 %
West North Central 526.7 4.3% 508.9 43 %
East South Central 192.9 1.6% 194.2 1.7 %

Total Commercial mortgage loans $12,388.9 100.0 % $11,728.3 100.0%
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(1) Balances do not include collective valuation allowance for losses.
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March 31, 2017 December 31,

20161

Gross Gross

Carrying % of Carrying % of

Value Total Value Total
Commercial Mortgage Loans by Property Type:
Retail $3,819.5 30.8 % $3,695.8 31.5 %
Industrial 29859 241 % 2,663.5 227 %
Apartments 24664 199 % 2,410.8 20.6 %
Office 2,063.2 167 % 1917.0 163 %
Hotel/Motel 421.9 34 % 411.2 35 %
Other 512.2 41 % 516.5 44 %
Mixed Use 119.8 1.0 % 113.5 1.0 %
Total Commercial mortgage loans $12,388.9 100.0% $11,728.3 100.0%

(1) Balances do not include collective valuation allowance for losses.

The following table sets forth the breakdown of mortgages by year of origination as of the dates indicated:

March 31, 13)16 C;(l;nllger
2017 M .
Year of Origination:
2017 $999.5  $—
2016 2,372.3  2,349.6
2015 2,060.7  2,066.1
2014 1,861.7  1,860.3
2013 1,936.7 1,953.1
2012 1,0924 1,241.4
2011 and prior 2,065.6 2,257.8

Total Commercial mortgage loans $12,388.9 $11,728.3
(1) Balances do not include collective valuation allowance for losses.

Evaluating Securities for Other-Than-Temporary Impairments

The Company performs a regular evaluation, on a security-by-security basis, of its available-for-sale securities
holdings, including fixed maturity securities and equity securities in accordance with its impairment policy in order to
evaluate whether such investments are other-than-temporarily impaired.

The following table identifies the Company's credit-related and intent-related impairments included in the Condensed
Consolidated Statements of Operations, excluding impairments included in Other comprehensive income (loss) by
type for the periods indicated:

Three Months Ended March 31,

2017 2016
Im aiI\IOé:r(l)tf Im airmNnot' of
P ggcurlties P gecurities
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U.S. corporate public securities $— —
Foreign corporate public securities and foreign governments) — —
Residential mortgage-backed 0.9 29
Commercial mortgage-backed 21 3

Total $3.0 32

() Primarily U.S. dollar denominated.

29

$0.6
8.7
1.5

$10.8
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The above table includes $0.9 and $1.7 of write-downs related to credit impairments for the three months ended
March 31, 2017 and 2016, respectively, in Other-than-temporary impairments, which are recognized in the Condensed
Consolidated Statements of Operations. The remaining $2.1 and $9.1 in write-downs for the three months ended
March 31, 2017 and 2016, respectively, are related to intent impairments.

The following table summarizes these intent impairments, which are also recognized in earnings, by type for the
periods indicated:
Three Months Ended March 31,

2017 2016
Im airN%n(t)f Im airmeNtO - of
Pl rities ~ P Securities

U.S. corporate public securities $— — $ — —
Foreign corporate public securities and foreign governments®) —  — 8.7 1
Residential mortgage-backed — *5 0.4 5
Commercial mortgage-backed 21 3 — —
Total $2.1 8 $9.1 6

() Primarily U.S. dollar denominated.
* Less than $0.1.

The Company may sell securities during the period in which fair value has declined below amortized cost for fixed
maturities or cost for equity securities. In certain situations, new factors, including changes in the business
environment, can change the Company’s previous intent to continue holding a security. Accordingly, these factors may
lead the Company to record additional intent related capital losses.

The following table identifies the amount of credit impairments on fixed maturities for which a portion of the OTTI
loss was recognized in Other comprehensive income (loss) and the corresponding changes in such amounts for the
periods indicated:

Three
Months
Ended
March 31,
2017 2016
Balance at January 1 $54.6 $75.3
Additional credit impairments:
On securities previously impaired 07 14
Reductions:
Increase in cash flows 04 0.1
Securities sold, matured, prepaid or paid down 10.5 3.4
Balance at March 31 $44.4 $73.2
30
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Net Investment Income

The following table summarizes Net investment income for the periods indicated:

Three Months

Ended March 31,

2017 2016
Fixed maturities $955.5 $996.2
Equity securities, available-for-sale 9.7 34
Mortgage loans on real estate 138.8 125.6
Policy loans 254 27.3
Short-term investments and cash equivalents 2.5 1.4
Other 523 (33.7 )
Gross investment income 1,184.2 1,120.2
Less: investment expenses 28.7 26.1
Net investment income $1,155.5 $1,094.1

As of March 31, 2017 and December 31, 2016, the Company had $5.6 and $13.1, respectively, of investments in fixed
maturities that did not produce net investment income. Fixed maturities are moved to a non-accrual status when the
investment defaults.

Interest income on fixed maturities is recorded when earned using an effective yield method, giving effect to
amortization of premiums and accretion of discounts. Such interest income is recorded in Net investment income in
the Condensed Consolidated Statements of Operations.

Net Realized Capital Gains (Losses)

Net realized capital gains (losses) comprise the difference between the amortized cost of investments and proceeds
from sale and redemption, as well as losses incurred due to the credit-related and intent-related other-than-temporary
impairment of investments. Realized investment gains and losses are also primarily generated from changes in fair
value of embedded derivatives within products and fixed maturities, changes in fair value of fixed maturities recorded
at FVO and changes in fair value including accruals on derivative instruments, except for effective cash flow hedges.
The cost of the investments on disposal is generally determined based on first-in-first-out ("FIFO") methodology.

Net realized capital gains (losses) were as follows for the periods indicated:

Three Months

Ended March 31,

2017 2016
Fixed maturities, available-for-sale, including securities pledged $(44.8 ) $(54.7)
Fixed maturities, at fair value option (122.5 ) 0.5
Derivatives (422.6 ) 147.9
Embedded derivatives - fixed maturities (7.2 ) 3.4
Guaranteed benefit derivatives 91.3 (86.4 )
Other investments 0.2 —
Net realized capital gains (losses) $(505.6) $10.7
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After-tax net realized capital gains (losses) $(328.8) $7.1
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Proceeds from the sale of fixed maturities and equity securities, available-for-sale and the related gross realized gains
and losses, before tax, were as follows for the periods indicated:
Three Months
Ended March 31,
2017 2016
Proceeds on sales $2,677.4 $2,490.6
Gross gains 16.3 68.9
Gross losses 31.9 118.0

3. Derivative Financial Instruments
The Company enters into the following types of derivatives:

Interest rate caps and floors: The Company uses interest rate cap contracts to hedge the interest rate exposure arising
from duration mismatches between assets and liabilities. Interest rate caps are also used to hedge interest rate exposure
if rates rise above a specified level. The Company uses interest rate floor contracts to hedge interest rate exposure if
rates decrease below a specified level. The Company pays an upfront premium to purchase these caps and floors. The
Company utilizes these contracts in non-qualifying hedging relationships.

Interest rate swaps: Interest rate swaps are used by the Company primarily to reduce market risks from changes in
interest rates and to alter interest rate exposure arising from mismatches between assets and/or liabilities. Interest rate
swaps are also used to hedge the interest rate risk associated with the value of assets it owns or in an anticipation of
acquiring them. Using interest rate swaps, the Company agrees with another party to exchange, at specified intervals,
the difference between fixed rate and floating rate interest payments, calculated by reference to an agreed upon
notional principal amount. These transactions are entered into pursuant to master agreements that provide for a single
net payment to be made to/from the counterparty at each due date. The Company utilizes these contracts in qualifying
hedging relationships as well as non-qualifying hedging relationships.

Foreign exchange swaps: The Company uses foreign exchange or currency swaps to reduce the risk of change in the
value, yield or cash flows associated with certain foreign denominated invested assets. Foreign exchange swaps
represent contracts that require the exchange of foreign currency cash flows against U.S. dollar cash flows at regular
periods, typically quarterly or semi-annually. The Company utilizes these contracts in qualifying hedging relationships
as well as non-qualifying hedging relationships.

Credit default swaps: Credit default swaps are used to reduce credit loss exposure with respect to certain assets that
the Company owns or to assume credit exposure on certain assets that the Company does not own. Payments are made
to, or received from, the counterparty at specified intervals. In the event of a default on the underlying credit exposure,
the Company will either receive a payment (purchased credit protection) or will be required to make a payment (sold
credit protection) equal to the par minus recovery value of the swap contract. Credit default swaps are also used to
hedge credit exposure associated with certain variable annuity guarantees. The Company utilizes these contracts in
non-qualifying hedging relationships.

Total return swaps: The Company uses total return swaps as a hedge against a decrease in variable annuity account
values, which are correlated to certain indices. Using total return swaps, the Company agrees with another party to
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exchange, at specified intervals, the difference between the economic risk and reward of assets or a market index and
the LIBOR rate, calculated by reference to an agreed upon notional principal amount. No cash is exchanged at the
onset of the contracts. Cash is paid and received over the life of the contract based upon the terms of the swaps. The
Company utilizes these contracts in non-qualifying hedging relationships.

Currency forwards: The Company uses currency forward contracts to hedge policyholder liabilities associated with
the variable annuity contracts which are linked to foreign indices. The currency fluctuations may result in a decrease
in account values, which would increase the possibility of the Company incurring an expense for guaranteed benefits
in excess of account values. The Company also utilizes currency forward contracts to hedge currency exposure related
to its invested assets. The Company utilizes these contracts in non-qualifying hedging relationships.
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Forwards: The Company uses forward contracts to hedge certain invested assets against movement in interest rates,
particularly mortgage rates. The Company uses To Be Announced mortgage-backed securities as an economic hedge
against rate movements. The Company utilizes forward contracts in non-qualifying hedging relationships.

Futures: Futures contracts are used to hedge against a decrease in certain equity indices. Such decreases may correlate
to a decrease in variable annuity account values which would increase the possibility of the Company incurring an
expense for guaranteed benefits in excess of account values. The Company also uses interest rate futures contracts to
hedge its exposure to market risks due to changes in interest rates. The Company enters into exchange traded futures
with regulated futures commissions that are members of the exchange. The Company also posts initial and variation
margins, with the exchange, on a daily basis. The Company utilizes exchange-traded futures in non-qualifying
hedging relationships. The Company may also use futures contracts as a hedge against an increase in certain equity
indices. Such increases may result in increased payments to the holders of fixed index annuity ("FIA") contracts.

Swaptions: A swaption is an option to enter into a swap with a forward starting effective date. The Company uses
swaptions to hedge the interest rate exposure associated with the minimum crediting rate and book value guarantees
embedded in the retirement products that the Company offers. Increases in interest rates will generate losses on assets
that are backing such liabilities. In certain instances, the Company locks in the economic impact of existing purchased
swaptions by entering into offsetting written swaptions. The Company pays a premium when it purchases the
swaption. The Company utilizes these contracts in non-qualifying hedging relationships.

Options: The Company uses options to manage the equity, interest rate and equity volatility risk of the economic
liabilities associated with certain variable annuity minimum guaranteed benefits and/or to mitigate certain rebalancing
costs resulting from increased volatility. The Company also uses equity options to hedge against an increase in various
equity indices, and interest rate options to hedge against an increase in the interest rate benchmarked crediting
strategies within FIA contracts. Such increases may result in increased payments to the holders of the FIA and TUL
contracts. The Company pays an upfront premium to purchase these options. The Company utilizes these options in
non-qualifying hedging relationships.

Currency Options: The Company uses currency option contracts to hedge currency exposure related to its invested
assets. The Company utilizes these contracts in non-qualifying hedging relationships.

Variance swaps: The Company uses variance swaps to manage equity volatility risk on the economic liabilities
associated with certain minimum guaranteed living benefits and/or to mitigate certain rebalancing costs resulting from
increased volatility. An increase in the equity volatility results in higher valuations of such liabilities. In an equity
variance swap, the Company agrees with another party to exchange amounts in the future, based on the changes in
equity volatility over a defined period. The Company utilizes equity variance swaps in non-qualifying hedging
relationships.

Managed custody guarantees ("MCGs"): The Company issues certain credited rate guarantees on variable fixed
income portfolios that represent stand-alone derivatives. The market value is partially determined by, among other

things, levels of or changes in interest rates, prepayment rates and credit ratings/spreads.

Embedded derivatives: The Company also invests in certain fixed maturity instruments and has issued certain
products that contain embedded derivatives for which market value is at least partially determined by, among other
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things, levels of or changes in domestic and/or foreign interest rates (short-term or long-term), exchange rates,
prepayment rates, equity rates or credit ratings/spreads. In addition, the Company has entered into coinsurance with
funds withheld arrangements, which contain embedded derivatives.

The Company's use of derivatives is limited mainly to economic hedging to reduce the Company's exposure to cash
flow variability of assets and liabilities, interest rate risk, credit risk, exchange rate risk and equity market risk. It is the
Company's policy not to offset amounts recognized for derivative instruments and amounts recognized for the right to
reclaim cash collateral or the obligation to return cash collateral arising from derivative instruments executed with the
same counterparty under a master netting arrangement, which provides the Company with the legal right of offset.
However, in accordance with the Chicago Mercantile Exchange ("CME") rule changes related to the variation margin
payments, effective the first quarter of 2017, the Company is required to adjust the derivative balances with the
variation margin payments related to its cleared derivatives executed through CME.
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The notional amounts and fair values of derivatives were as follows as of the dates indicated:

March 31, 2017 December 31, 2016
Notion@s.set Ligbility Notionaﬁ‘s.set Ligbility
Amoun\t;ur Fair Amount. 4° Fair
alue  Value Value  Value
Derivatives: Qualifying for hedge accounting®
Cash flow hedges:
Interest rate contracts $74.0 $0.2 $— $124.0 $4.7 $0.3
Foreign exchange contracts 394.6 9.7 16.5 480.8 40.1 10.7
Derivatives: Non-qualifying for hedge accounting®
Interest rate contracts 64,7856H7.3 159.6 78,399.61,080.6 354.3
Foreign exchange contracts 1,344.511.8 24.3 1,573.0 60.7 39.2
Equity contracts 29,74635.9 81.1 28,959.6194.1 50.4
Credit contracts 3,663.28.6 22.0 3,255.332.2 15.8
Embedded derivatives and Managed custody guarantees:
Within fixed maturity investments N/A 633 — N/A 705 —
Within products N/A — 3,7519 N/A — 3,791.4
Within reinsurance agreements N/A — 81.9 N/A — 78.7
Managed custody guarantees N/A — — N/A — —
Total $1,366.8 $4,137.3 $1,782.9 $4,340.8

(1) Open derivative contracts are reported as Derivatives assets or liabilities on the Condensed Consolidated Balance
Sheets at fair value.
N/A - Not Applicable

Based on the notional amounts, a substantial portion of the Company’s derivative positions was not designated or did
not qualify for hedge accounting as part of a hedging relationship as of March 31, 2017 and December 31, 2016. The
Company utilizes derivative contracts mainly to hedge exposure to variability in cash flows, interest rate risk, credit
risk, foreign exchange risk and equity market risk. The majority of derivatives used by the Company are designated as
product hedges, which hedge the exposure arising from insurance liabilities or guarantees embedded in the contracts
the Company offers through various product lines. These derivatives do not qualify for hedge accounting as they do
not meet the criteria of being "highly effective" as outlined in ASC Topic 815, but do provide an economic hedge,
which is in line with the Company’s risk management objectives. The Company also uses derivatives contracts to
hedge its exposure to various risks associated with the investment portfolio. The Company does not seek hedge
accounting treatment for certain of these derivatives as they generally do not qualify for hedge accounting due to the
criteria required under the portfolio hedging rules outlined in ASC Topic 815. The Company also uses credit default
swaps coupled with other investments in order to produce the investment characteristics of otherwise permissible
investments that do not qualify as effective accounting hedges under ASC Topic 815.
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Although the Company has not elected to net its derivative exposures, the notional amounts and fair values of
Over-The-Counter ("OTC") and cleared derivatives excluding exchange traded contracts and forward contracts (To Be
Announced mortgage-backed securities) are presented in the tables below as of the dates indicated:

March 31, 2017

Notional As'set Liability

Amount Fair Fair
Value Value
Credit contracts $3,663.4 $28.6 $22.0
Equity contracts 22,095.4 582.4 80.7
Foreign exchange contracts 1,739.1 21.5  40.8
Interest rate contracts 56,526.2 657.2 158.3
1,289.7 301.8
Counterparty netting(! (263.0) (263.0)
Cash collateral netting(!) (945.8) (10.5 )
Securities collateral netting(!) (32.1 ) (11.3 )
Net receivables/payables $488 $17.0

(1) Represents the netting of receivable balances with payable balances, net of collateral, for the same counterparty
under eligible netting agreements.

December 31, 2016
Asset  Liability

izgiil Fair Fair
Value Value
Credit contracts $3,255.3 $32.2 $15.8
Equity contracts 22,327.8 4714  49.6
Foreign exchange contracts 2,053.8 100.8  49.9
Interest rate contracts 68,342.4 1,085.4 353.0
1,689.8 468.3
Counterparty netting(!) (4113 ) (411.3)
Cash collateral netting(}) (1,083.9 (21.3 )
Securities collateral netting(!) (71.6 ) (139 )
Net receivables/payables $123.0 $21.8

(1) Represents the netting of receivable balances with payable balances, net of collateral, for the same counterparty
under eligible netting agreements.

Collateral

Under the terms of the OTC Derivative International Swaps and Derivatives Association, Inc. ("ISDA") agreements,
the Company may receive from, or deliver to, counterparties collateral to assure that terms of the ISDA agreements
will be met with regard to the Credit Support Annex ("CSA"). The terms of the CSA call for the Company to pay
interest on any cash received equal to the Federal Funds rate. To the extent cash collateral is received and delivered, it
is included in Payables under securities loan agreements, including collateral held and Short-term investments under
securities loan agreements, including collateral delivered, respectively, on the Condensed Consolidated Balance
Sheets and is reinvested in short-term investments. Collateral held is used in accordance with the CSA to satisfy any
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obligations. Investment grade bonds owned by the Company are the source of noncash collateral posted, which is
reported in Securities pledged on the Condensed Consolidated Balance Sheets. As of March 31, 2017, the Company
held $876.5 and $71.1 of net cash collateral related to OTC derivative contracts and cleared derivative contracts,
respectively. As of December 31, 2016, the Company held $809.1 and $257.3 of net cash collateral related to OTC
derivative contracts and cleared derivative contracts, respectively. In addition, as of March 31, 2017, the Company
delivered $766.4 of securities and held $32.1 of securities as collateral. As of December 31, 2016, the Company
delivered $753.3 of securities and held $71.7 of securities as collateral.
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Net realized gains (losses) on derivatives were as follows for the periods indicated:

Three Months
Ended March
31,
2017 2016
Derivatives: Qualifying for hedge accounting®
Cash flow hedges:
Interest rate contracts $0.2 $0.3
Foreign exchange contracts 27.3 0.7
Fair value hedges:
Interest rate contracts — 4.1 )
Derivatives: Non-qualifying for hedge accounting(®
Interest rate contracts (22.8 ) 391.2
Foreign exchange contracts (22.0 ) (26.1)
Equity contracts (409.7 ) (208.1)
Credit contracts 4.4 6.0 )
Embedded derivatives and Managed custody guarantees:
Within fixed maturity investments(® (72 ) 34
Within products® 91.2 (84.1)
Within reinsurance agreements®) 42 ) 44.8)
Managed custody guarantees® 0.1 23 )
Total $(342.7) $20.1

(1) Changes in value for effective fair value hedges are recorded in Other net realized capital gains (losses). Changes in
fair value upon disposal for effective cash flow hedges are amortized through Net investment income and the
ineffective portion is recorded in Other net realized capital gains (losses) in the Condensed Consolidated Statements
of Operations. For the three months ended March 31, 2017 and 2016, ineffective amounts were immaterial.

(2) Changes in value are included in Other net realized capital gains (losses) in the Condensed Consolidated Statements
of Operations.

() Changes in value are included in Policyholder benefits in the Condensed Consolidated Statements of Operations.

Credit Default Swaps

The Company has entered into various credit default swaps. When credit default swaps are sold, the Company
assumes credit exposure to certain assets that it does not own. Credit default swaps may also be purchased to reduce
credit exposure in the Company’s portfolio. Credit default swaps involve a transfer of credit risk from one party to
another in exchange for periodic payments. As of March 31, 2017, the fair values of credit default swaps of $28.6 and
$22.0 were included in Derivatives assets and Derivatives liabilities, respectively, on the Condensed Consolidated
Balance Sheets. As of December 31, 2016, the fair values of credit default swaps of $32.2 and $15.8 were included in
Derivatives assets and Derivatives liabilities, respectively, on the Condensed Consolidated Balance Sheets. As of
March 31, 2017 and December 31, 2016, the maximum potential future net exposure to the Company was $1.7 billion,
net of purchased protection of $500.0 on credit default swaps. These instruments are typically written for a maturity
period of 5 years and contain no recourse provisions. If the Company's current debt and claims paying ratings were
downgraded in the future, the terms in the Company's derivative agreements may be triggered, which could negatively
impact overall liquidity.
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4. Fair Value Measurements (excluding Consolidated Investment Entities)
Fair Value Measurement

The Company categorizes its financial instruments into a three-level hierarchy based on the priority of the inputs to
the valuation technique, pursuant to ASU 2011-04, "Fair Value Measurements (ASC Topic 820): Amendments to
Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP" ("ASU 2011-04"). The fair
value hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (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.

When available, the estimated fair value of financial instruments is based on quoted prices in active markets that are
readily and regularly obtainable. 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 flow
methodologies, matrix pricing or other similar techniques.
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The following table presents the Company’s hierarchy for its assets and liabilities measured at fair value on a recurring
basis as of March 31, 2017:

Level 1 Level 2 Level 3 Total
Assets:
Fixed maturities, including securities pledged:
U.S. Treasuries $2,981.6 $629.9 $— $3,611.5
U.S. Government agencies and authorities — 301.8 — 301.8
State, municipalities and political subdivisions — 2,294.1 — 2,294.1
U.S. corporate public securities — 33,333.3 93.1 33,426.4
U.S. corporate private securities — 6,622.3 1,439.9 8,002.2
Foreign corporate public securities and foreign governments) — 8,253.1 11.9 8,265.0
Foreign corporate private securities(!) — 7,416.0 416.7 7,832.7
Residential mortgage-backed securities — 6,558.3 78.4 6,636.7
Commercial mortgage-backed securities — 3,064.5 41.2 3,105.7
Other asset-backed securities — 1,394.6 74.7 1,469.3
Total fixed maturities, including securities pledged 2,981.6 69,867.9 2,1559 75,005.4
Equity securities, available-for-sale 185.8 — 111.8 297.6
Derivatives:
Interest rate contracts 0.3 657.2 — 657.5
Foreign exchange contracts — 21.5 — 21.5
Equity contracts 13.5 413.2 169.2 595.9
Credit contracts — 194 9.2 28.6
Cash and cgsh equivalents, short—te.rgl investments and 3.419.6 2633 L 3.682.9
short-term investments under securities loan agreements
Assets held in separate accounts 96,187.1 4,578.7 12.3 100,778.1
Total assets $102,787.9 $75,821.2 $2,4584 $181,067.5
Percentage of Level to total 56.7 % 41.9 % 1.4 % 100.0 %
Liabilities:
Derivatives:
Guaranteed benefit derivatives
FIA $— $— $2,101.7 $2,101.7
IUL — — 109.8 109.8
GMAB/GMWB/GMWBL® — — 1,409.3 1,409.3
Stabilizer and MCGs — — 131.1 131.1
Other derivatives:
Interest rate contracts 1.3 158.3 — 159.6
Foreign exchange contracts — 40.8 — 40.8
Equity contracts 0.5 78.6 2.0 81.1
Credit contracts — 8.9 13.1 22.0
Embedded derivative on reinsurance — 81.9 — 81.9
Total liabilities $1.8 $368.5 $3,767.0 $4,137.3

() Primarily U.S. dollar denominated.
(@ Guaranteed minimum accumulation benefits ("GMAB"), Guaranteed minimum withdrawal benefits ("GMWB")
and Guaranteed minimum withdrawal benefits with life payouts ("GMWBL").
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The following table presents the Company’s hierarchy for its assets and liabilities measured at fair value on a recurring
basis as of December 31, 2016:

Level 1 Level 2 Level 3 Total
Assets:
Fixed maturities, including securities pledged:
U.S. Treasuries $3,271.0 $619.3 $— $3,890.3
U.S. Government agencies and authorities — 298.0 — 298.0
State, municipalities and political subdivisions — 2,135.6 — 2,135.6
U.S. corporate public securities — 33,669.6 22.1 33,691.7
U.S. corporate private securities — 6,488.6 1,319.4 7,808.0
Foreign corporate public securities and foreign governments) — 8,067.1 12.3 8,079.4
Foreign corporate private securities(!) — 7,344.9 440.9 7,785.8
Residential mortgage-backed securities — 6,742.9 71.9 6,814.8
Commercial mortgage-backed securities — 3,335.5 23.4 3,358.9
Other asset-backed securities — 1,391.9 83.7 1,475.6
Total fixed maturities, including securities pledged 3,271.0 70,093.4 1,973.7 75,338.1
Equity securities, available-for-sale 174.7 — 99.5 274.2
Derivatives:
Interest rate contracts — 1,085.3 — 1,085.3
Foreign exchange contracts — 100.8 — 100.8
Equity contracts 22.7 360.4 111.0 494.1
Credit contracts — 21.6 10.6 32.2
Cash and cgsh equivalents, short—te.rgl investments and 4325.8 1893 50 4.520.1
short-term investments under securities loan agreements
Assets held in separate accounts 92,330.5 4,782.9 5.3 97,118.7
Total assets $100,124.7 $76,633.7 $2,205.1 $178,963.5
Percentage of Level to total 56.0 % 42.8 % 1.2 % 100.0 %
Liabilities:
Derivatives:
Guaranteed benefit derivatives
FIA $— $— $2,029.6  $2,029.6
IUL — — 81.0 81.0
GMAB/GMWB/GMWBL — — 1,530.4 1,530.4
Stabilizer and MCGs — — 150.4 150.4
Other derivatives:
Interest rate contracts 1.7 352.9 — 354.6
Foreign exchange contracts — 49.9 — 49.9
Equity contracts 0.8 49.6 — 50.4
Credit contracts — 0.5 15.3 15.8
Embedded derivative on reinsurance — 78.7 — 78.7
Total liabilities $2.5 $531.6 $3,806.7 $4,340.8

(DPrimarily U.S. dollar denominated.
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Valuation of Financial Assets and Liabilities at Fair Value

Certain assets and liabilities are measured at estimated fair value on the Company’s Condensed Consolidated Balance
Sheets. The Company defines fair value as the price that would be received to sell an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. The exit price and the transaction (or entry) price will be the
same at initial recognition in many circumstances. However, in certain cases, the transaction price may not represent
fair value. The fair value of a liability is based on the amount that would be paid to transfer a liability to a third-party
with an equal credit standing. Fair value is required to be a market-based measurement that is determined based on a
hypothetical transaction at the measurement date, from a market participant’s perspective. The Company considers
three broad valuation approaches when a quoted price is unavailable: (i) the market approach, (ii) the income approach
and (iii) the cost approach. The Company determines the most appropriate valuation technique to use, given the
instrument being measured and the availability of sufficient inputs. The Company prioritizes the inputs to fair
valuation approaches and allows for the use of unobservable inputs to the extent that observable inputs are not
available.

The Company utilizes a number of valuation methodologies to determine the fair values of its financial assets and
liabilities in conformity with the concepts of exit price and the fair value hierarchy as prescribed in ASC Topic 820.
Valuations are obtained from third-party commercial pricing services, brokers and industry-standard, vendor-provided
software that models the value based on market observable inputs. The valuations obtained from third-party
commercial pricing services are non-binding. The Company reviews the assumptions and inputs used by third-party
commercial pricing services for each reporting period in order to determine an appropriate fair value hierarchy level.
The documentation and analysis obtained from third-party commercial pricing services are reviewed by the Company,
including in-depth validation procedures confirming the observability of inputs. The valuations are reviewed and
validated monthly through the internal valuation committee price variance review, comparisons to internal pricing
models, back testing to recent trades or monitoring of trading volumes.

Fixed maturities: The fair values for actively traded marketable bonds are determined based upon the quoted market
prices and are classified as Level 1 assets. Assets in this category primarily include certain U.S. Treasury securities.

For fixed maturities classified as Level 2 assets, fair values are determined using a matrix-based market approach,
based on prices obtained from third-party commercial pricing services and the Company’s matrix and analytics-based
pricing models, which in each case incorporate a variety of market observable information as valuation inputs. The
market observable inputs used for these fair value measurements, by fixed maturity asset class, are as follows:

U.S. Treasuries: Fair value is determined using third-party commercial pricing services, with the primary inputs being
stripped interest and principal U.S. Treasury yield curves that represent a U.S. Treasury zero-coupon curve.

U.S. government agencies and authorities, State, municipalities and political subdivisions: Fair value is determined
using third-party commercial pricing services, with the primary inputs being U.S. Treasury yield curves, trades of

comparable securities, credit spreads off benchmark yields and issuer ratings.

U.S. corporate public securities, Foreign corporate public securities and foreign governments: Fair value is determined
using third-party commercial pricing services, with the primary inputs being benchmark yields, trades of comparable
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securities, issuer ratings, bids and credit spreads off benchmark yields.

U.S. corporate private securities and Foreign corporate private securities: Fair values are determined using a matrix
and analytics-based pricing model. The model incorporates the current level of risk-free interest rates, current
corporate credit spreads, credit quality of the issuer and cash flow characteristics of the security. The model also
considers a liquidity spread, the value of any collateral, the capital structure of the issuer, the presence of guarantees,
and prices and quotes for comparably rated publicly traded securities.

RMBS, CMBS and ABS: Fair value is determined using third-party commercial pricing services, with the primary
inputs being credit spreads off benchmark yields, prepayment speed assumptions, current and forecasted loss severity,
debt service coverage ratios, collateral type, payment priority within tranche and the vintage of the loans underlying
the security.
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Transfers in and out of Level 1 and 2

There were no securities transferred between Level 1 and Level 2 for the three months ended March 31, 2017 and
2016. The Company's policy is to recognize transfers in and transfers out as of the beginning of the reporting period.

Level 3 Financial Instruments

The fair values of certain assets and liabilities are determined using prices or valuation techniques that require inputs
that are both unobservable and significant to the overall fair value measurement (i.e., Level 3 as defined by ASC
Topic 820), including but not limited to liquidity spreads for investments within markets deemed not currently active.
These valuations, whether derived internally or obtained from a third-party, use critical assumptions that are not
widely available to estimate market participant expectations in valuing the asset or liability. In addition, the Company
has determined, for certain financial instruments, an active market is such a significant input to determine fair value
that the presence of an inactive market may lead to classification in Level 3. In light of the methodologies employed to
obtain the fair values of financial assets and liabilities classified as Level 3, additional information is presented below.
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The following tables summarize the change in fair value of the Company’s Level 3 assets and liabilities and transfers
in and out of Level 3 for the periods indicated:
Three Months Ended March 31, 2017

Total Change
Fair Reghzed/Unreahzed TransfEair In ‘
Gains (Losses) Transfers Unrealized
Value i . out Value .
Included in: into Gains
s of PurchasekssuanSase of as of
gettlemenisevel (Losses)
Januar3f\Iet 30) Level March Included
1 OCI 30 31 .
Income in
Earnings®
Fixed maturities, including securities
pledged:
U.S. corporate public securities $221$—%$@09 ) $187 $ —$ $(09 ) $541 $ — $93.1 $ —
U.S. corporate private securities 1,319.490.4 0.9 1126 — — (54 ) 120 — 1,439.90.4
Foreign corporate public securities
and foreign governments) 123 — 03 ) — — — 01 ) — — 119 —
Foreign corporate private 4409 — (3 ) 181 — — (400 ) — — 4167 —
securities()
Residential mortgage-backed 719 @B (L1 )99 — — (05 )10 — 784 (28)
securities
Commercial mortgage-backed
securities 234 (0p (0.2 ) 253 — — (32 ) — 3.6 412 (0.5
Other asset-backed securities 83.7 0.7 0.5 28.2 — — (3.1 )99 4s5p 747 0.9
Total fixed maturities. including -y 073759 (34 ) 2128 — — (532 ) 770 @88 21559Q22)

securities pledged
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Three Months Ended March 31, 2017 (continued)

Total Change
Fair Reglized/U nrealized }Fransﬁair In .
Gains Transfers Unrealized
Value . out Value .
as of (Losses) PurchasdssuanSade into of asof Gains
Included in: %ettlerﬂem&l (Losses)
January 30) LevelMarch Included
1 Net 33 31 .
in
Income Earnings®
Equity securities, available-for-sale $995 $—%$07 $116 $ —$—% —$ —$ -$111.8 $ —
Derivatives:
Guaranteed benefit derivatives:
FIA® (2,0296(59.8 — — G42 — 419 — — (2,101.7 —
TUL® (81.0 ) (28.6 — — 78 — 76 — — (109.8) —
GMAB/GMWB/GMWBL® (1,530014159.1— — 38) — 01 — — (1,409.3 —
Stabilizer and MCGs (150.4) 20.6 — — 13 — — — — (131.1) —
Other derivatives, net 106.3 62.7 — 13.8 —  — (232 37 — 1633 533
Cash and cash equivalents, short-term
investments and short-term investments 5.0 —_ — — — 5P — —_ = — —
under securities loan agreements
Assets held in separate accounts ©) 5.3 — — 5.1 — (0p — 21 — 123 —

() Primarily U.S. dollar denominated.

(2) All gains and losses on Level 3 liabilities are classified as realized gains (losses) for the purpose of this disclosure
because it is impracticable to track realized and unrealized gains (losses) separately on a contract-by contract basis.
These amounts are included in Other net realized gains (losses) in the Condensed Consolidated Statements of
Operations.

() The Company's policy is to recognize transfers in and transfers out as of the beginning of the reporting period.

® For financial instruments still held as of March 31, amounts are included in Net investment income and Total net
realized capital gains (losses) in the Condensed Consolidated Statements of Operations.

() The investment income and realized gains (losses) and change in unrealized gains (losses) included in net income
for separate account assets are offset by an equal amount for separate account liabilities, which results in a net zero
impact on Net income (loss) for the Company.
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The following tables summarize the change in fair value of the Company’s Level 3 assets and liabilities and transfers
in and out of Level 3 for the periods indicated:
Three Months Ended March 31, 2016

Total Change
Fair Realized/Unrealized Fair In
Gains Transfdimnsf Unrealized
Value(Losses) into outof ' ¢ Gains
s of . Purchakesnan&edes as o
Included in: Settlemenisevel Level (Losses)
fanuary 30 30 Mareh g ed
1 Net 31 .
Inco(r)n%I n
Earnings®
Fixed maturities, including securities
pledged:
U.S. corporate public securities $69%$ %$ 04 )>)$ $ $—-3508)% ¥ —9%$57 % —
U.S. corporate private securities 1,040(&2 20.1 05 — (37%.097.6 ) 819 24y 983.7 0.2
Forejign corporate public securities and 138 — (22 )y — 02 ) — — 114 —
foreign governments (1)
Foreign corporate private securities (' 430.40.1 10.3 —  —  (0p (195 ) 952 (202 495.7 0.1
Residential mortgage-backed securities 96.1 4.4 (1.4 ) —  — (12301 ) — — 86.7 (4.0)
Commercial mortgage-backed securities 31.4 — — 132 — — — — (314 132 —
Other asset-backed securities 445 0.2 (0.4 ) — - — (12 ) — — 43.1 0.2
Total fixed maturities, including 166349 260 137 —  (49.9(119.4 ) 177.1 (763 1,639.53.5)

securities pledged
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Three Months Ended March 31, 2016 (continued)

Total Change
. Realized/Unrealized . In
Fair ) ransfEpr .
Gains Transfers Unrealized
Value . out Value .
as of (Losses) PurchisssanSade into of as of Gains
Included in: %ettlenient&l (Losses)
January 30) Level March Included
1 Net 33 31 .
Income mn
Earnings®
Equity securities, available-for-sale $974 $—%$21 $ —$ —%$—9% — % —$ —9%$995 $ —
Derivatives:
Guaranteed benefit derivatives:
FIA® (1,82001165.4— — (76Pp — 450 — — (1,686)—
TUL® (52.6) 10.0 — — (62 — 08 — — (48.0) —
GMAB/GMWB/GMWBL® (1,873)5(198.2— — @378 — 01 — —  (2,1094—
Stabilizer and MCGs® (161.3) (63.6 — — (1) — — — —  (226.0) —
Other derivatives, net 524 (224 — 133 — — (04 — — 429 (9.5)
Cash and cash equivalents, short-term
investments and short-term investments — — 0.1 — — Ox — 01 — 0.1 —
under securities loan agreements
Assets held in separate accounts®) 3.9 — — _ = = — — (2.9 1.1 —

() Primarily U.S. dollar denominated.

(2) All gains and losses on Level 3 liabilities are classified as realized gains (losses) for the purpose of this disclosure
because it is impracticable to track realized and unrealized gains (losses) separately on a contract-by contract basis.
These amounts are included in Other net realized gains (losses) in the Condensed Consolidated Statements of
Operations.

() The Company's policy is to recognize transfers in and transfers out as of the beginning of the reporting period.

® For financial instruments still held as of March 31, amounts are included in Net investment income and Total net
realized capital gains (losses) in the Condensed Consolidated Statements of Operations.

) The investment income and realized gains (losses) and change in unrealized gains (losses) included in net income
for separate account assets are offset by an equal amount for separate account liabilities, which results in a net zero
impact on Net income (loss) for the Company.
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For the three months ended March 31, 2017 and 2016, the transfers in and out of Level 3 for fixed maturities, other
derivatives and separate accounts were due to the variation in inputs relied upon for valuation each quarter. Securities
that are primarily valued using independent broker quotes when prices are not available from one of the commercial
pricing services are reflected as transfers into Level 3. When securities are valued using more widely available
information, the securities are transferred out of Level 3 and into Level 1 or 2, as appropriate.

Significant Unobservable Inputs

The Company's Level 3 fair value measurements of its fixed maturities, equity securities available-for-sale and equity
and credit derivative contracts are primarily based on broker quotes for which the quantitative detail of the
unobservable inputs is neither provided nor reasonably corroborated, thus negating the ability to perform a sensitivity
analysis. The Company performs a review of broker quotes by performing a monthly price variance comparison and
back tests broker quotes to recent trade prices.

Quantitative information about the significant unobservable inputs used in the Company's Level 3 fair value
measurements of its guaranteed benefit derivatives is presented in the following sections and table.

Significant unobservable inputs used in the fair value measurements of GMABs, GMWBs and GMWBLs include
long-term equity and interest rate implied volatility, correlations between the rate of return on policyholder funds and
between interest rates and equity returns, nonperformance risk, mortality and policyholder behavior assumptions, such
as benefit utilization, lapses and partial withdrawals. Such inputs are monitored quarterly.

Significant unobservable inputs used in the fair value measurements of FIAs include nonperformance risk and
policyholder behavior assumptions, such as lapses and partial withdrawals. Such inputs are monitored quarterly.

Significant unobservable inputs used in the fair value measurements of IULs include nonperformance risk and
policyholder behavior assumptions, such as lapses. Such inputs are monitored quarterly.

The significant unobservable inputs used in the fair value measurement of the Stabilizer embedded derivatives and
MCG derivative are interest rate implied volatility, nonperformance risk, lapses and policyholder deposits. Such
inputs are monitored quarterly.

Following is a description of selected inputs:

Equity / Interest Rate Volatility: A term-structure model is used to approximate implied volatility for the equity
indices and swap rates for GMAB, GMWB and GMWBL fair value measurements and swap rates for the Stabilizer
and MCQG fair value measurements. Where no implied volatility is readily available in the market, an alternative
approach is applied based on historical volatility.

Correlations: Integrated interest rate and equity scenarios are used in GMAB, GMWB and GMWBL fair value
measurements to better reflect market interest rates and interest rate volatility correlations between equity and fixed
income fund groups and between equity fund groups and interest rates. The correlations are based on historical fund
returns and swap rates from external sources.
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Nonperformance Risk: For the estimate of the fair value of embedded derivatives associated with the Company's
product guarantees, the Company uses a blend of observable, similarly rated peer company credit default swap
spreads, adjusted to reflect the credit quality of the individual insurance company subsidiary that issued the guarantee
and the priority of policyholder claims.

Actuarial Assumptions: Management regularly reviews actuarial assumptions, which are based on the Company's

experience and periodically reviewed against industry standards. Industry standards and Company experience may be
limited on certain products.

46

78



Edgar Filing: Voya Financial, Inc. - Form 10-Q

Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

The following table presents the unobservable inputs for Level 3 fair value measurements as of March 31, 2017:

Range™®

Unobservable Input GMWB/GMWBL GMAB FIA IUL Stabilizer/MCGs
Longtermequity implied 150\, 550, y5 1005  — — —
volatility
Intere':s.t rate implied 0.1% to 19% 0.1% to . . 0.1% 1o 6.8%
volatility 19%
Correlations between:

. -13% to
Equity Funds -13% to 99% 99% — — —
Equity and Fixed Income -38% to
Funds -38% to 62% 62% — — —
Interest Rates and Equity -32% to
Funds -32% to 26% 26% — — —

. 0.32% to 0.32% to 0.32% to 0.32% to
Nonperformance risk 1 4% 1.4% 1.4% 0.67% 0.32% to 1.4%
Actuarial Assumptions:
Benefit Utilization 85% to 100% @ — — — —
Partial Withdrawals — 0% to 3.4% 0% to 10%  — —
0.11% to 0.4% to
(3)4) (3@ 3 (5

Lapses 12.15% 19.1% 0% to 60% ) 2% to 10% 0 % to 50%
Policyholder Deposits(®) — — — — 0%to50% O
Mortality — () — () — "N — [C)

(1) Represents the range of reasonable assumptions that management has used in its fair value calculations.
(2 Those policyholders who have elected systematic withdrawals are assumed to continue taking withdrawals. As a
percent of policies, 40% are taking systematic withdrawals. The Company assumes that 85% of all policies will begin
systematic withdrawals either immediately or after a delay period, with 100% utilizing at age 100. The utilization
function varies by policyholder age and policy duration. Interactions with lapse and mortality also affect utilization.
The utilization rate for GMWB and GMWBL tends to be lower for younger contract owners and contracts that have
not reached their maximum accumulated GMWB and GMWBL benefit amount. There is also a lower utilization rate,
though indirectly, for contracts that are less "in the money" (i.e., where the notional benefit amount is in excess of the
account value) due to higher lapses. Conversely, the utilization rate tends to be higher for contract owners near or
beyond retirement age and contracts that have accumulated their maximum GMWB or GMWBL benefit amount.
There is also a higher utilization rate, though indirectly, for contracts which are highly "in the money." The chart
below provides the GMWBL account value by current age group and average expected delay times from the
associated attained age group as of March 31, 2017 (account value amounts are in $ billions).

Account Values

In the Out of
Attained Age Group the Total Average Expected Delay (Years)**
Money.
Money
<60 $1.8 $01 $19 98
60-69 55 03 58 47
70+ 59 03 62 28

$132$ 0.7 $13953
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** For population expected to withdraw in future. Excludes policies taking systematic withdrawals and 15% of

policies the Company assumes will never withdraw until age 100.
() Lapse rates tend to be lower during the contractual surrender charge period and higher after the surrender charge
period ends; the highest lapse rates occur in the year immediately after the end of the surrender charge period.
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) The Company makes dynamic adjustments to lower the lapse rates for contracts that are more "in the money." The
table below shows an analysis of policy account values according to whether they are in or out of the surrender charge
period or at the shock lapse period and to whether they are "in the money" or "out of the money" as of March 31, 2017
(account value amounts are in $ billions). Lapse ranges are based on weighted average ranges of underlying account
value exposure.

GMAB GMWB/GMWBL
Account Account
Moneyness V;l'r:ﬁlgse Range Valusﬂapse Range

During Surrender Charge Period
In the Money**  $-084%1t069% $1.2 0.1% to 4.5%
Out of the Money —1.6%to 7.6% — *0.6% to4.7%
Shock Lapse Period
In the Money**  $4.7%to 17.3% $2.8 2.3% to 11.6%
Out of the Money —17.3% to 19.1% 0.1 11.6% to 12.2%
After Surrender Charge Period
In the Money**  $-2.8% to 10.6% $9.2 1.4% to 6.7%
Out of the Money 0.110.6% to 11.7% 1.0 6.7% to 7.0%
* Less than $0.1.
** The low end of the range corresponds to policies that are highly "in the money." The high end of the range
corresponds to the policies that are close to zero in terms of "in the moneyness."
() Stabilizer contracts with recordkeeping agreements have a different range of lapse and policyholder deposit
assumptions from Stabilizer (Investment only) and MCG contracts as shown below:
Overall Range Range of Lapse Overall Range of Range of Policyholder

Percentage of Lapse Rates for 85% of Policyholder Deposits for 85% of
of Plans .
Rates Plans Deposits Plans
Stabilizer (Investment
Only) and MCG 93 % 0-25% 0-15% 0-30% 0-15%
Contracts
Stabilizer with
Recordkeeping 7 % 0-50% 0-30% 0-50% 0-25%
Agreements
Aggregate of all plans 100 % 0-50% 0-30% 0-50% 0-25%

(6) Measured as a percentage of assets under management or assets under administration.

(7 The mortality rate is based on the 2012 Individual Annuity Mortality Basic table with mortality improvements.
®) The mortality rate, along with the associated cost of insurance charges, are based on the 2001 Commissioner's
Standard Ordinary table with mortality improvements.
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The following table presents the unobservable inputs for Level 3 fair value measurements as of December 31, 2016:

Range™)
Unobservable Input GMWB/GMWBL GMAB FIA IUL Stabilizer/MCGs
Long-term equity implied. 54, , 550 15% 025%  — — —
volatility
Intere':s.t rate implied 0.1% to 18% 0.1% to o o 0.1% t0 7.5%
volatility 18%
Correlations between:
Equity Funds 3% 1099% gt — — —

auity ‘ ’ 99%
Equity and Fixed Income -38% to
Funds -38% to 62% 62% — — —
Interest Rates and Equity -32% to
Funds -32% to 26% 26% — — —
. 0.25% to 0.25% to 0.25% to 0.25% to

Nonperformance risk 1.6% 1.6% 1.6% 0.69% 0.25% to 1.6%
Actuarial Assumptions:
Benefit Utilization 85% to 100% @ — — — —
Partial Withdrawals — 0% to 3.4% 0% to 10%  — —

0.11% to 0.4% to

(3)4) (3)4) 3) (5

Lapses 12.15% 19.1% 0% to 60% ) 2% to 10% 0 % to 50%
Policyholder Deposits(®) — — — — 0%to50% O
Mortality — () R— () — () — ®

(1) Represents the range of reasonable assumptions that management has used in its fair value calculations.
Those policyholders who have elected systematic withdrawals are assumed to continue taking withdrawals. As a
percent of policies, 40% are taking systematic withdrawals. The Company assumes that 85% of all policies will
begin systematic withdrawals either immediately or after a delay period, with 100% utilizing at age 100. The
utilization function varies by policyholder age and policy duration. Interactions with lapse and mortality also affect
utilization. The utilization rate for GMWB and GMWBL tends to be lower for younger contract owners and
contracts that have not reached their maximum accumulated GMWB and GMWBL benefit amount. There is also a

) lower utilization rate, though indirectly, for contracts that are less "in the money" (i.e., where the notional benefit
amount is in excess of the account value) due to higher lapses. Conversely, the utilization rate tends to be higher
for contract owners near or beyond retirement age and contracts that have accumulated their maximum GMWB or
GMWBL benefit amount. There is also a higher utilization rate, though indirectly, for contracts which are highly
"in the money." The chart below provides the GMWBL account value by current age group and average expected
delay times from the associated attained age group as of December 31, 2016 (account value amounts are in $
billions).

Account Values

In the Out of
Attained Age Group the Total Average Expected Delay (Years)**
Money.
Money
<60 $19 $ — *$19 99
60-69 57 0.1 58 49
70+ 58 0.1 59 30
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$13.48$ 02 $13.655

* Less than $0.1
** For population expected to withdraw in future. Excludes policies taking systematic withdrawals and 15% of

policies the Company assumes will never withdraw until age 100.
(3) Lapse rates tend to be lower during the contractual surrender charge period and higher after the surrender charge
period ends; the highest lapse rates occur in the year immediately after the end of the surrender charge period.
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) The Company makes dynamic adjustments to lower the lapse rates for contracts that are more "in the money." The
table below shows an analysis of policy account values according to whether they are in or out of the surrender charge
period or at the shock lapse period and to whether they are "in the money" or "out of the money" as of December 31,
2016 (account value amounts are in $ billions). Lapse ranges are based on weighted average ranges of underlying
account value exposure.

GMAB GMWB/GMWBL
Account Account
Moneyness V;l'r:ﬁlgse Range Valué]]r_l,apse Range

During Surrender Charge Period
In the Money**  $-084%1t069%  $2.0 0.1% to 4.5%
Out of the Money —1.6%to 7.6% — *0.6% to4.7%
Shock Lapse Period
In the Money**  $4.7%to 17.3% $2.8 2.3% to 11.6%
Out of the Money —17.3% to 19.1% — *11.6% to 12.2%
After Surrender Charge Period
In the Money**  $-2.8% to 10.6% $8.7 1.4% to 6.7%
Out of the Money 0.110.6% to 11.7% 0.6 6.7% to 7.0%
* Less than $0.1.
** The low end of the range corresponds to policies that are highly "in the money." The high end of the range
corresponds to the policies that are close to zero in terms of "in the moneyness."
() Stabilizer contracts with recordkeeping agreements have a different range of lapse and policyholder deposit
assumptions from Stabilizer (Investment only) and MCG contracts as shown below:
Overall Range Range of Lapse Overall Range of Range of Policyholder

Percentage of Lapse Rates for 85% of Policyholder Deposits for 85% of
of Plans .
Rates Plans Deposits Plans
Stabilizer (Investment
Only) and MCG 93 % 0-25% 0-15% 0-30% 0-15%
Contracts
Stabilizer with
Recordkeeping 7 % 0-50% 0-30% 0-50% 0-25%
Agreements
Aggregate of all plans 100 % 0-50% 0-30% 0-50% 0-25%

(6) Measured as a percentage of assets under management or assets under administration.

(7 The mortality rate is based on the 2012 Individual Annuity Mortality Basic table with mortality improvements.
®) The mortality rate, along with the associated cost of insurance charges, are based on the 2001 Commissioner's
Standard Ordinary table with mortality improvements.

Generally, the following will cause an increase (decrease) in the GMAB, GMWB and GMWBL embedded derivative
fair value liabilities:

An increase (decrease) in long-term equity implied volatility
An increase (decrease) in interest rate implied volatility

An increase (decrease) in equity-interest rate correlations

A decrease (increase) in nonperformance risk
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A decrease (increase) in mortality
An increase (decrease) in benefit utilization
A decrease (increase) in lapses

Changes in fund correlations may increase or decrease the fair value depending on the direction of the movement and
the mix of funds. Changes in partial withdrawals may increase or decrease the fair value depending on the timing and

magnitude of withdrawals.

Generally, the following will cause an increase (decrease) in the FIA and IUL embedded derivative fair value
liabilities:

A decrease (increase) in nonperformance risk
A decrease (increase) in lapses
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Generally, the following will cause an increase (decrease) in the derivative and embedded derivative fair value
liabilities related to Stabilizer and MCG contracts:

An increase (decrease) in interest rate implied volatility
A decrease (increase) in nonperformance risk
A decrease (increase) in lapses

A decrease (increase) in policyholder

deposits

The Company notes the following interrelationships:

Higher long-term equity implied volatility is often correlated with lower equity returns, which will result in higher
in-the-moneyness, which in turn, results in lower lapses due to the dynamic lapse component reducing the lapses. This
increases the projected number of policies that are available to use the GMWBL benefit and may also increase the fair
value of the GMWBL.

Generally, an increase (decrease) in benefit utilization will decrease (increase) lapses for GMWB and GMWBL.
.Generally, an increase (decrease) in interest rate volatility will increase (decrease) lapses of Stabilizer and MCG
contracts due to dynamic participant behavior.
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Other Financial Instruments

The carrying values and estimated fair values of the Company’s financial instruments as of the dates indicated:
March 31, 2017

Assets:

Fixed maturities, including securities pledged

Equity securities, available-for-sale

Mortgage loans on real estate

Policy loans

Cash, cash equivalents, short-term investments and short-term
investments under securities loan agreements

Derivatives

Other investments

Assets held in separate accounts

Liabilities:

Investment contract liabilities:

Funding agreements without fixed maturities and deferred annuities!)
Funding agreements with fixed maturities and guaranteed investment
contracts

Supplementary contracts, immediate annuities and other
Derivatives:

Guaranteed benefit derivatives:

FIA

IUL

GMAB/GMWB/GMWBL

Stabilizer and MCGs

Other derivatives

Short-term debt

Long-term debt

Embedded derivative on reinsurance

Carrying
Value

$75,005.4 $75,005.4 $75,338.1

297.6
12,385.8
1,934.9

3,682.9

1,303.5
433
100,778.1

53,319.2
200.1
3,891.7

2,101.7
109.8
1,409.3
131.1
303.5
735.5
2,725.7
81.9

Fair
Value

297.6
12,509.3
1,934.9

3,682.9

1,303.5
53.2
100,778.1

57,821.7
198.8
4,158.5

2,101.7
109.8
1,409.3
131.1
303.5
743.9
2,947.9
81.9

December 31, 2016
Carrying Fair

Value

274.2
11,725.2
1,961.5

4,520.1

1,712.4
47.4
97,1187

53,314.1
472.9
3,878.9

2,029.6
81.0
1,530.4
150.4
470.7
3,549.5
78.7

Value

$75,338.1
274.2
11,960.7
1,961.5

4,520.1

1,712.4
57.2
97,118.7

57,561.3
469.8
4,120.5

2,029.6
81.0
1,530.4
150.4
470.7
3,737.9
78.7

(1) Certain amounts included in Funding agreements without fixed maturities and deferred annuities are also reflected

within the Guaranteed benefit derivatives section of the table above.

The following disclosures are made in accordance with the requirements of ASC Topic 825 which requires disclosure
of fair value information about financial instruments, whether or not recognized at fair value on the Condensed
Consolidated Balance Sheets, for which it is practicable to estimate that value. In cases where quoted market prices

are not available, fair values are based on estimates using present value or other valuation techniques. Those

techniques are significantly affected by the assumptions used, including the discount rate and estimates of future cash
flows. In that regard, the derived fair value estimates, in many cases, could not be realized in immediate settlement of

the instrument.
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ASC Topic 825 excludes certain financial instruments, including insurance contracts and all nonfinancial instruments
from its disclosure requirements. Accordingly, the aggregate fair value amounts presented do not represent the
underlying value of the Company.

The following valuation methods and assumptions were used by the Company in estimating the fair value of the
following financial instruments, which are not carried at fair value on the Condensed Consolidated Balance Sheets:

Mortgage loans on real estate: The fair values for mortgage loans on real estate are estimated on a monthly basis using
discounted cash flow analyses and rates currently being offered in the marketplace for similar loans to borrowers with
similar credit ratings. Loans with similar characteristics are aggregated for purposes of the calculations. Mortgage
loans on real estate are classified as Level 3.

Policy loans: The fair value of policy loans approximates the carrying value of the loans. Policy loans are
collateralized by the cash surrender value of the associated insurance contracts and are classified as Level 2.

Other investments: Primarily Federal Home Loan Bank ("FHLB") stock, which is carried at cost and periodically
evaluated for impairment based on ultimate recovery of par value and is classified as Level 2.

Investment contract liabilities:

Funding agreements without fixed maturities and deferred annuities: Fair value is estimated as the mean present value
of stochastically modeled cash flows associated with the contract liabilities taking into account assumptions about
contract holder behavior. The stochastic valuation scenario set is consistent with current market parameters and
discount is taken using stochastically evolving risk-free rates in the scenarios plus an adjustment for nonperformance
risk. Margins for non-financial risks associated with the contract liabilities are also included. These liabilities are
classified as Level 3.

Funding agreements with fixed maturities and guaranteed investment contracts: Fair value is estimated by discounting
cash flows at rates that are risk-free rates plus an adjustment for nonperformance risk. These liabilities are classified as
Level 2.

Supplementary contracts and immediate annuities: Fair value is estimated as the mean present value of the single
deterministically modeled cash flows associated with the contract liabilities discounted using stochastically evolving
short risk-free rates in the scenarios plus an adjustment for nonperformance risk. The valuation is consistent with
current market parameters. Margins for non-financial risks associated with the contract liabilities are also included.
These liabilities are classified as Level 3.

Short-term debt and Long-term debt: Estimated fair value of the Company’s short-term and long-term debt is based
upon discounted future cash flows using a discount rate approximating the current market rate, incorporating
nonperformance risk. Short-term debt and long-term debt is classified as Level 2.

Fair value estimates are made at a specific point in time, based on available market information and judgments about

various financial instruments, such as estimates of timing and amounts of future cash flows. Such estimates do not
reflect any premium or discount that could result from offering for sale at one time the Company’s entire holdings of a
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particular financial instrument, nor do they consider the tax impact of the realization of unrealized capital gains
(losses). In many cases, the fair value estimates cannot be substantiated by comparison to independent markets, nor
can the disclosed value be realized in immediate settlement of the instruments. In evaluating the Company’s
management of interest rate, price and liquidity risks, the fair values of all assets and liabilities should be taken into
consideration, not only those presented above.
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5. Deferred Policy Acquisition Costs and Value of Business Acquired

The following tables present a rollforward of DAC and VOBA for the periods indicated:

2017

DAC VOBA Total
Balance as of January 1, 2017 $4,064.6 $822.9 $4,887.5
Deferrals of commissions and expenses 90.3 2.0 92.3
Amortization:
Amortization, excluding unlocking (166.0 ) (36,5 ) (2025 )
Unlocking® 24.2 11.9 36.1
Interest accrued 55.9 17.8 @ 73.7
Net amortization included in Condensed Consolidated Statements of Operations (85.9 ) (6.8 ) (927 )
Change due to unrealized capital gains/losses on available-for-sale securities (69.8 ) @236 ) O34 )
Balance as of March 31, 2017 $3,999.2 $794.5 $4,793.7

2016

DAC VOBA Total
Balance as of January 1, 2016 $4,357.5 $1,012.6 $5,370.1
Deferrals of commissions and expenses 97.2 24 99.6
Amortization:
Amortization, excluding unlocking (176.8 ) (31.9 ) (208.7 )
Unlocking® 26.0 3.1 29.1
Interest accrued 57.0 20.1 @ 771

Net amortization included in Condensed Consolidated Statements of Operations (93.8 ) (8.7 ) (1025 )
Change due to unrealized capital gains/losses on available-for-sale securities 4423 ) (2319 ) (6742 )
Balance as of March 31, 2016 $3,918.6 $774.4 $4,693.0
() Includes the impacts of annual review of assumptions which typically occurs in the third quarter; and retrospective
and prospective unlocking.

() Interest accrued at the following rates for VOBA: 4.1% to 7.4% during 2017 and 4.1% to 7.5% during 2016.

6.  Share-based Incentive Compensation Plans
The Company has provided equity-based compensation awards to its employees under the ING U.S., Inc. 2013
Omnibus Employee Incentive Plan (the "2013 Omnibus Plan") and the Voya Financial, Inc. 2014 Omnibus Employee

Incentive Plan (the "2014 Omnibus Plan"). As of March 31, 2017, common stock reserved and available for issuance
under the 2013 Omnibus Plan and the 2014 Omnibus Plan was 343,768 and 7,657,280 shares, respectively.
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Compensation Cost

The following table summarizes share-based compensation expense, which includes expenses related to awards
granted under the Omnibus Plans, Director Plan and Phantom Plan for the periods indicated:

Three
Months
Ended
March 31,
2017 2016
Restricted Stock Unit (RSU) awards $21.5 $15.1
Performance Stock Unit (PSU) awards 13.7 10.2
Stock options 38 35
Phantom Plan 04 0.2
Share-based compensation expense $39.4 $29.0
Income tax benefit 13.0 10.2

After-tax share-based compensation expense () $26.4 $18.8
() Increase is due to higher seasonal expenses related to accelerated requisite service period for retirement-eligible
employees.

Awards Outstanding

The following tables summarize the number of awards under the Omnibus Plans for the period indicated:
RSU Awards ~ PSU Awards
Weighted Weighted
NumbeAverage Numbekverage
of Grant of Grant
AwardDate Fair AwardPate Fair

(awards in millions)

Value Value
Outstanding as of January 1, 2017 33 $3502 1.5 $28.88
Adjustment for PSU performance factor N/A  N/A — *31.35
Granted 1.3 42.60 1.2 4235
Vested (1.5) 34.70 0.4) 31.29
Forfeited — *35.60 (0.1) 31.85
Outstanding as of March 31, 2017 3.1 $3835 22 $3548
*Less than 0.1
Stock Options
Nume\r/eighted
verage
(awards in millions) of rcise
AwarcE, :
rice
Outstanding as of January 1, 2017 33 $37.60
Granted — —
Exercised — —
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Forfeited (0.2) 37.60

Outstanding as of March 31, 2017 3.1 $37.60

Vested, not exercisable, as of March 31,2017 @ 0.8 $37.60

Vested, exercisable, as of March 31, 2017 S —

(1) Vesting of stock options is contingent on satisfaction of specified performance conditions on or before December
31, 2018.

(@) Stock options are generally subject to a one year holding period after vesting before becoming exercisable.
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7. Shareholders' Equity
Common Shares
The following table presents the rollforward of common shares used in calculating the weighted average shares

utilized in the basic earnings per common share calculation for the periods indicated:
Common Shares

(shares in millions) Issued ?f;:sﬁly OUtStanding
Balance, January 1, 2016 265.3 56.2 209.1
Common shares issued —  F— — *
Common shares acquired - share repurchase — 17.0 (17.0 )
Share-based compensation 27 0.2 2.5

Balance, December 31, 2016 268.0 734 194.6
Common shares issued —  F— — *
Common shares acquired - share repurchase — 6.4 (6.4 )
Share-based compensation 1.9 02 1.7

Balance, March 31, 2017 269.9 80.0 189.9

* Less than 0.1.
Share Repurchase Program

From time to time, the Company's Board of Directors authorizes the Company to repurchase shares of its common
stock. These authorizations permit stock repurchases up to a prescribed dollar amount and generally may be
accomplished through various means, including, without limitation, open market transactions, privately negotiated
transactions, forward, derivative, or accelerated repurchase transactions or tender offers. Share repurchase
authorizations typically expire if unused by a prescribed date.

On October 27, 2016 the Board of Directors provided its most recent share repurchase authorization, increasing the
aggregate amount of the Company’s common stock authorized for repurchase by $600.0. The current share repurchase
authorization expires on December 31, 2017 (unless extended), and does not obligate the Company to purchase any
shares. The authorization for the share repurchase program may be terminated, increased or decreased by the Board of
Directors at any time.

On November 3, 2016, the Company entered into a share repurchase arrangement with a third-party financial
institution, pursuant to which the Company made an up-front payment of $200.0 during the fourth quarter of 2016 and
received delivery of 5,216,025 shares during the first quarter of 2017.

On March 9, 2017, the Company entered into a share repurchase arrangement with a third-party financial institution,
pursuant to which the Company made an up-front payment of $150.0 and received delivery of 3,986,647 shares during
the second quarter of 2017.

Warrants
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On May 7, 2013, the Company issued to ING Group warrants to purchase up to 26,050,846 shares of the Company's
common stock equal in the aggregate to 9.99% of the issued and outstanding shares of common stock at that date. The
current exercise price of the warrants is $48.75 per share of common stock, subject to adjustments, including for stock
dividends, cash dividends in excess of $0.01 per share a quarter, subdivisions, combinations, reclassifications and
non-cash distributions. The warrants also provide for, upon the occurrence of certain change of control events
affecting the Company, an increase in the number of shares to which a warrant holder will be entitled upon payment
of the aggregate exercise price of the warrant. The warrants became exercisable to ING Group and its affiliates on
January 1, 2017 and to all other holders starting on the first anniversary of the completion of the IPO (May 7, 2014).
The warrants expire on the tenth anniversary of the completion of the [PO (May 7, 2023). The warrants are net share
settled, which means that no cash will be payable by a warrant holder in respect of the exercise price

56

95



Edgar Filing: Voya Financial, Inc. - Form 10-Q

Voya Financial, Inc.
Notes to the Condensed Consolidated Financial Statements (Unaudited)
(Dollar amounts in millions, unless otherwise stated)

of a warrant upon exercise, and are classified as permanent equity. They have been recorded at their fair value
determined on the issuance date of May 7, 2013 in the amount of $94.0 as an addition and reduction to
Additional-paid-in-capital. Warrant holders are not entitled to receive dividends. As of March 31, 2017, no warrants
have been exercised.

8. Earnings per Common Share
The following table presents a reconciliation of Net income (loss) and shares used in calculating basic and diluted net
income (loss) per common share for the periods indicated:

(in millions, except for per share data) Three Months

’ Ended March 31,
Earnings 2017 2016
Net income (loss) available to common shareholders:
Net income (loss) $(142.4) $192.3
Less: Net income (loss) attributable to noncontrolling interest 1.1 0.7
Net income (loss) available to common shareholders $(143.5) $191.6
Weighted average common shares outstanding
Basic 191.7 206.9
Dilutive Effects: (I
RSU awards — 2)1.6
PSU awards — 2) 0.6
Stock Options — G)—
Diluted 191.7 209.1
Net income (loss) available to common shareholders per common share
Basic $(0.75 ) $0.93
Diluted 0.75 ) 0.92

() For the three months ended March 31, 2017 and 2016, weighted average shares used for calculating basic and
diluted earnings per share excludes the dilutive impact of warrants, as the inclusion of this equity instrument would be
antidilutive to the earnings per share calculation due to "out of the moneyness" in the periods presented. For more
information on warrants, see the Shareholders' Equity Note to these Condensed Consolidated Financial Statements.
(@) For three months ended March 31, 2017, weighted average shares used for calculating basic and diluted earnings
per share are the same, as the inclusion of the 2.2 and 0.6 shares for stock compensation plans of RSU awards and
PSU awards, respectively, would be antidilutive to the earnings per share calculation due to the net loss in the period.
() For three months ended March 31, 2017, weighted average shares used for calculating basic and diluted earnings
per share excludes the immaterial dilutive impact of stock options, as the inclusion of this equity instrument would be
antidilutive to the earnings per share calculation due to the weighted average unrecognized compensation costs' effect
on assumed proceeds for the period presented. For more information on stock options, see the Share-based Incentive
Compensation Plans Note to these Condensed Consolidated Financial Statements.
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9. Accumulated Other Comprehensive Income (Loss)

Shareholders' equity included the following components of Accumulated Other Comprehensive Income (“AOCI") as of
the dates indicated:

March 31,

2017 2016
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