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Part 1. FINANCIAL INFORMATION

Item 1. Financial Statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
The Hartford Financial Services Group, Inc.
Hartford, Connecticut

We have reviewed the accompanying condensed consolidated balance sheet of The Hartford Financia Services Group, Inc. and
subsidiaries (the “Company”) as of September 30, 2009, and the related condensed consolidated statements of operations and
comprehensive income (loss) for the three-month and nine-month periods ended September 30, 2009 and 2008, and changes in equity,
and cash flows for the nine-month periods ended September 30, 2009 and 2008. These interim financial statements are the responsibility
of the Company’ s management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board (United States). A
review of interim financial information consists principally of applying analytical procedures and making inquiries of persons
responsible for financial and accounting matters. It is substantialy less in scope than an audit conducted in accordance with the
standards of the Public Company Accounting Oversight Board (United States), the objective of which is the expression of an opinion
regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to such condensed consolidated interim
financial statements for them to be in conformity with accounting principles generally accepted in the United States of America.

We have previoudly audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheet of the Company as of December 31, 2008, and the related consolidated statements of operations, changes in
stockholders equity, comprehensive loss, and cash flows for the year then ended prior to retrospective adjustment for the adoption of
Financial Accounting Standards Board Accounting Standards Codification 810, Consolidation, described in Note 1, (not presented
herein); and in our report dated February 11, 2009 (which report includes an explanatory paragraph relating to the Company’s change in
its method of accounting and reporting for the fair value measurement of financial instruments in 2008, and defined benefit pension and
other postretirement plans in 2006), we expressed an unqualified opinion on those consolidated financial statements. We also audited
the adjustments described in Note 1 that were applied to retrospectively adjust the December 31, 2008 consolidated balance sheet of the
Company (not presented herein). In our opinion, such adjustments are appropriate and have been properly applied to the previousy
issued consolidated balance sheet in deriving the accompanying retrospectively adjusted condensed consolidated balance sheet as of
December 31, 2008.

DELOITTE & TOUCHE LLP
Hartford, Connecticut
November 3, 2009



THE HARTFORD FINANCIAL SERVICES GROUP, INC.

Condensed Consolidated Statements of Operations

Three M onths Ended Nine M onths Ended
September 30, September 30,
(In millions, except for per share data) 2009 2008 2009 2008
(Unaudited) (Unaudited)
Revenues
Earned premiums $ 3499 $ 3,903 $ 10920 $ 11,637
Fee income 1,140 1,333 3,369 4,056
Net investment income (l0ss):
Securities available-for-sale and other 1,049 1,103 2,990 3,526
Equity securities, trading 638 (3,415) 2,437 (5,840)
Total net investment income (10ss) 1,687 (2,312 5,427 (2,314)
Net realized capital losses:
Total other-than-temporary impairment ("OTTI") losses (760) (3,077) (1,546) (3,545)
OTTI losses recognized in other comprehensive income 224 — 472 —
Net OTTI losses recognized in earnings (536) (3,077) (1,074) (3,545)
Net realized capital losses, excluding net OTTI losses recognized in earnings (683) (372) (742) (1,557)
Total net realized capital |osses (1,219) (3,449) (1,816) (5,102
Other revenues 123 132 361 377
Total revenues 5,230 (393) 18,261 8,654
Benefits, losses and expenses
Benefits, losses and |oss adjustment expenses 3,070 3,994 10,799 10,937
Benefits, losses and loss adjustment expenses — returns
credited on International variable annuities 638 (3,415) 2,437 (5,840)
Amortization of deferred policy acquisition costs and
present value of future profits 687 1,927 3,620 3,201
Insurance operating costs and expenses 945 1,029 2,802 3,026
Interest expense 118 84 357 228
Goodwill impairment — — 32 —
Other expenses 229 171 670 542
Total benefits, losses and expenses 5,687 3,790 20,717 12,094
L oss beforeincome taxes (457) (4,183) (2,456) (3,440)
Income tax benefit (237) (1,552) (1,012) (1,497)
Net loss $ (2200 $ (2,631) $ (1444 $ (1,943
Preferred stock dividends and accretion of discount 62 — 65 —
Net loss available to common shareholders $ (282) $ (2,631 $ (1,509 $ (1,943
Earnings (Loss) per common share
Basic $ (079 $ (8.74) $ 452 $ (6.29)
Diluted $ (079 $ (8.74) $ 452 $ (6.29)
Weighted average common shares outstanding 356.1 301.1 334.1 308.8
Weighted average common shares outstanding and
dilutive potential common shares 356.1 301.1 334.1 308.8
Cash dividends declared per common share $ 005 $ 0.53 $ 015 $ 1.59

See Notes to Condensed Consolidated Financial Statements.



THE HARTFORD FINANCIAL SERVICES GROUP, INC.
Condensed Consolidated Balance Sheets

September 30, December 31,

(In millions, except for share and per share data) 2009 2008
(Unaudited)

Assets
Investments
Fixed maturities, available-for-sale, at fair value (amortized cost of $74,429 and $78,238) $ 68641 $ 65112
Equity securities, trading, at fair value (cost of $34,760 and $35,278) 33,463 30,820
Equity securities, available-for-sale, at fair value (cost of $1,403 and $1,554) 1,397 1,458
Mortgage loans 6,328 6,469
Policy loans, at outstanding balance 2,209 2,208
Limited partnerships and other alternative investments 1,812 2,295
Other investments 1,679 1,723
Short-term investments 13,910 10,022

Total investments 129,439 120,107
Cash 2,417 1,811
Premiums receivable and agents' balances 3,482 3,604
Reinsurance recoverables 5,604 6,357
Deferred policy acquisition costs and present value of future profits 11,040 13,248
Deferred income taxes 3,820 5,239
Goodwill 1,204 1,060
Property and equipment, net 1,032 1,075
Other assets 2,724 4,898
Separate account assets 155,958 130,184

Total assets $ 316,720 $ 287,583
Liabilities
Reserve for future policy benefits and unpaid losses and 1oss adjustment expenses

Property and casualty $ 21901 $ 21,933

Life 17,950 16,747
Other policyholder funds and benefits payable 47,996 53,753
Other policyholder funds and benefits payable — International variable annuities 33,439 30,799
Unearned premiums 5,324 5,379
Short-term debt 342 398
Long-term debt 5,493 5,823
Consumer notes 1,193 1,210
Other liabilities 9,643 11,997
Separate account liabilities 155,958 130,184

Total liabilities 299,239 278,223
Commitments and Contingencies (Note 9)
Equity

Preferred stock, $0.01 par value — 50,000,000 shares authorized,
3,400,000 and 6,048,387 shares issued, liquidation preference

$1,000 and $0.02 per share 2,940 _
Common stock, $0.01 par value — 1,500,000,000 and 750,000,000 shares authorized,

410,192,882 and 329,920,310 shares issued 4 3
Additional paid-in capital 8,976 7,569
Retained earnings 10,689 11,336
Treasury stock, at cost — 27,162,478 and 29,341,378 shares (1,936) (2,120)
Accumulated other comprehensive l0ss, net of tax (3,217) (7,520)

Total stockholders equity 17,456 9,268
Noncontrolling interest 25 92
Total equity 17,481 9,360
Total liabilities and equity $ 316,720 $ 287,583

See Notes to Condensed Consolidated Financial Statements.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.

Condensed Consolidated Statements of Changesin Equity

Nine Months Ended

September 30,
(In millions, except for share data) 2009 2008
(Unaudited)
Preferred Stock
Balance at beginning of period —  $ —
Issuance of sharesto U.S. Treasury 2,920 —
Accretion of preferred stock discount on issuance to U.S. Treasury 20 —
Balance at end of period 2,940 —
Common Stock 4 3
Additional Paid-in Capital
Balance at beginning of period 7,569 6,627
Issuance of warrantsto U.S. Treasury 480 —
Issuance of shares under discretionary equity issuance plan 887 —
Issuance of shares under incentive and stock compensation plans (135) (39
Reclassification of warrants from other ligbilities to equity and extension of warrants' term 186 —
Tax (expense) benefit on employee stock options and awards (11) 10
Balance at end of period 8,976 6,598
Retained Ear nings
Balance at beginning of period, before cumulative effect of accounting change, net of tax 11,336 14,686
Cumulative effect of accounting change, net of tax — 3)

Balance at beginning of period, as adjusted 11,336 14,683
Net loss (1,444) (1,943)
Cumulative effect of accounting change, net of tax 912 —
Accretion of preferred stock discount on issuanceto U.S. Treasury (20) —
Dividends on preferred stock (45) —
Dividends declared on common stock (50) (491)

Balance at end of period 10,689 12,249

Treasury Stock, at Cost

Balance at beginning of period (2,120) (1,254)
Treasury stock acquired — (1,000)
Issuance of shares under incentive and stock compensation plans from treasury stock 187 133
Return of shares under incentive and stock compensation plans to treasury stock 3) a7)

Balance at end of period (1,936) (2,138)

Accumulated Other Comprehensive Loss, Net of Tax

Balance at beginning of period (7,520) (858)
Cumulative effect of accounting change, net of tax (912) —
Total other comprehensive income (10ss) 5,215 (3,297)

Balance at end of period (3,217) (4,155)

Total Stockholders Equity 17,456 12,557
Noncontrolling I nterest (Note 13)

Balance at beginning of period 92 92
Change in noncontrolling interest ownership (61) 60
Noncontrolling loss (6) (27)

Balance at end of period 25 125

Total Equity 17,481 $ 12,682
Outstanding Preferred Shares (in thousands)

Balance at beginning of period 6,048 —
Conversion of preferred to common shares (6,048) —
Issuance of sharesto U.S. Treasury 3,400 —

Balance at end of period 3,400 —

Outstanding Common Shares (in thousands)

Balance at beginning of period 300,579 313,842
Treasury stock acquired (15) (14,682)
Conversion of preferred to common shares 24,194 —
Issuance of shares under discretionary equity issuance plan 56,109 —
Issuance of shares under incentive and stock compensation plans 2,353 1,442
Return of shares under incentive and stock compensation plans to treasury stock (190) (248)

Balance at end of period 383,030 300,354

See Notes to Condensed Consolidated Financial Statements.



THE HARTFORD FINANCIAL SERVICES GROUP, INC.

Condensed Consolidated Statements of Comprehensive Income (L0ss)

Three Months Ended Nine M onths Ended
September 30, September 30,
(In millions) 2009 2008 2009 2008
(Unaudited) (Unaudited)
Comprehensive | ncome (L 0ss)
Net loss $  (220) $ (2,631) $ (1444 $ (1,943
Other comprehensive income (l0ss)
Change in net unrealized loss on securities 3,232 (1,483) 5,572 (3,509)
Change in other-than-temporary impairment losses recognized in other
comprehensive income (51) — (176) —
Change in net gain/loss on cash-flow hedging instruments 99 163 (269) 177
Changein foreign currency translation adjustments 102 (63) 57 11
Amortization of prior service cost and actuarial net losses included in net
periodic benefit costs 11 8 31 24
Total other comprehensive income (loss) 3,393 (1,375) 5,215 (3,297)
Total comprehensive income (10ss) $ 3,173 $ (4,006) $ 3771 $ (5240

See Notes to Condensed Consolidated Financial Statements.



THE HARTFORD FINANCIAL SERVICES GROUP, INC.

Condensed Consolidated Statements of Cash Flows
Nine Months Ended

September 30,
(In millions) 2009 2008
(Unaudited)
Operating Activities
Net loss $ (1,444 $ (1,943)
Adjustments to reconcile net loss to net cash provided by operating activities
Amortization of deferred policy acquisition costs and present value of future profits 3,620 3,201
Additions to deferred policy acquisition costs and present value of future profits (2,155) (2,837)
Change in reserve for future policy benefits and unpaid losses and | oss adjustment expenses and unearned premiums 903 1,689
Change in reinsurance recoverables 152 (19)
Change in receivables and other assets 212 646
Change in payables and accruals (600) (673)
Change in accrued and deferred income taxes (252) (1,604)
Net realized capital losses 1,816 5,102
Net receipts from investment contracts related to policyholder funds - International variable annuities 2,691 1,740
Net increase in equity securities, trading (2,694) (1,799)
Depreciation and amortization 360 263
Goodwill impairment 32 —
Other operating activities, net 104 (828)
Net cash provided by operating activities 2,745 2,938
I nvesting Activities
Proceeds from the sale/maturity/prepayment of
Fixed maturities, available-for-sale 41,749 17,523
Equity securities, available-for-sale 598 995
Mortgage loans 480 351
Partnerships 405 130
Payments for the purchase of:
Fixed maturities, available-for-sale (42,990) (19,392)
Equity securities, available-for-sale (284) (689)
Mortgage loans (249) (1,161)
Partnerships (228) (556)
Derivative payments, net (540) (57)
Purchase price of businesses acquired (15) (94)
Changein policy loans, net (D] (98)
Change in payables for collateral under securities lending, net (2,771) (339)
Other investing activities, net 25 (662)
Net cash used for investing activities (3,821) (4,049)
Financing Activities
Deposits and other additions to investment and universal life-type contracts 11,158 15,752
Withdrawals and other deductions from investment and universal life-type contracts (18,528) (20,276)
Net transfers from separate accounts related to investment and universal life-type contracts 5,418 5,684
Proceeds from issuance of long-term debt — 1,487
Repayments at maturity for long-term debt and payments on capital lease obligations (24) (462)
Change in short-term debt (375) —
Net issuance (repayments) at maturity or settlement of consumer notes an 416
Proceeds from issuance of preferred stock and warrantsto U.S. Treasury 3,400 —
Net proceeds from issuance of shares under discretionary equity issuance plan 887 —
Proceeds from net issuance of shares under incentive and stock compensation plans and excess tax benefit 18 34
Treasury stock acquired — (1,000)
Dividends paid on preferred stock (31) —
Dividends paid on common stock (129) (501)
Changes in bank deposits and payments on bank advances (85) —
Net cash provided by financing activities 1,692 1,034
Foreign exchange rate effect on cash (10) 29
Net increase (decrease) in cash 606 (48)
Cash - beginning of period 1,811 2,011
Cash - end of period $ 2417 $ 1,963

Supplemental Disclosure of Cash Flow Information
Net Cash Paid (Received) During the Period For:
Income taxes

Interest

(392 $ 232
303 $ 186

© B

See notes to Condensed Consolidated Financial Statements
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Dallar amounts in millions, except for per share data, unless otherwise stated)
(Unaudited)

1. Basisof Presentation and Accounting Policies
Basis of Presentation

The Hartford Financial Services Group, Inc. is afinancial holding company for a group of subsidiaries that provide investment products
and life and property and casualty insurance to both individual and business customers in the United States and internationally
(collectively, “The Hartford” or the “Company”). During the second quarter of 2009, the Company acquired Federal Trust Corporation
and became a savings and loan holding company, see Note 16 for further information on the acquisition.

The Condensed Consolidated Financial Statements have been prepared on the basis of accounting principles generally accepted in the
United States of America (“U.S. GAAP”), which differ materially from the accounting practices prescribed by various insurance
regulatory authorities.

The accompanying Condensed Consolidated Financial Statements and notes as of September 30, 2009, and for the three and nine
months ended September 30, 2009 and 2008 are unaudited. These financial statements reflect all adjustments (consisting only of normal
accruals) which are, in the opinion of management, necessary for the fair presentation of the financia position, results of operations and
cash flows for the interim periods. These Condensed Consolidated Financial Statements and notes should be read in conjunction with
the consolidated financial statements and notes thereto included in The Hartford’'s 2008 Form 10-K Annual Report. The results of
operations for the interim periods should not be considered indicative of the results to be expected for the full year.

Consolidation

The Condensed Consolidated Financial Statements include the accounts of The Hartford Financial Services Group, Inc., companiesin
which the Company directly or indirectly has a controlling financial interest and those variable interest entities in which the Company is
the primary beneficiary. The Company determines if it is the primary beneficiary using both qualitative and quantitative analyses.
Entitiesin which The Hartford does not have a controlling financial interest but in which the Company has significant influence over the
operating and financing decisions are reported using the equity method. Material intercompany transactions and balances between The
Hartford and its subsidiaries and affiliates have been eliminated.

Use of Estimates

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 the disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

The most significant estimates include those used in determining property and casualty reserves, net of reinsurance; life estimated gross
profits used in the valuation and amortization of assets and liabilities associated with variable annuity and other universal life-type
contracts; living benefits required to be fair valued; valuation of investments and derivative instruments; evaluation of other-than-
temporary impairments on available-for-sale securities; pension and other postretirement benefit obligations; contingencies relating to
corporate litigation and regulatory matters; and goodwill impairment. Certain of these estimates are particularly sensitive to market
conditions, and deterioration and/or volatility in the worldwide debt or equity markets could have a material impact on the Condensed
Consolidated Financial Statements.

Subsequent Events

The Hartford has evaluated events subsequent to September 30, 2009, and through the Condensed Consolidated Financial Statement
issuance date of November 3, 2009. The Company has not evaluated subsequent events after that date for presentation in these
Condensed Consolidated Financial Statements.

Significant Accounting Policies

For a description of significant accounting policies, see Note 1 of Notes to Consolidated Financial Statements included in The
Hartford’s 2008 Form 10-K Annual Report, which, accordingly, should be read in conjunction with these accompanying Condensed
Consolidated Financia Statements.



THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

1. Basisof Presentation and Accounting Policies (continued)

Adoption of New Accounting Standar ds
Fair Value

In August 2009, the Financial Accounting Standards Board (“FASB”) updated the accounting standard related to the fair value
measurement of liabilities. This update provides guidance on the fair value measurement of liabilities and reaffirms that the fair value
measurement of a liability assumes the transfer of a liability to a market participant, that is the liability is presumed to continue and is
not settled with the counterparty. This guidance also provides clarification that in circumstances in which a quoted price in an active
market for the identical liability is not available, a reporting entity is required to measure fair value using one or more of the following
valuation techniques: a) quoted price of an identical liability when traded as an asset, b) quoted price of a similar liability or of asimilar
liability when traded as an asset, or ¢) another valuation technique consistent with the fair value principles within U.S. GAAP such as a
market approach or an income approach. The amendments in this guidance also clarify that when estimating the fair value of aliability,
a reporting entity is not required to include a separate adjustment relating to transfer restriction of the liability. This guidance is
effective for the first reporting period, including interim periods, beginning after issuance. The Company adopted this guidance as of
September 30, 2009, and the adoption did not have an impact on the Company’s Condensed Consolidated Financial Statements

Recognition and Presentation of Other-Than-Temporary |mpairments

In April 2009, the FASB updated the guidance related to the recognition and presentation of other-than-temporary impairments which
modifies the recognition of other-than-temporary impairment (“impairment”) losses for debt securities. This new guidance is also
applied to certain equity securities with debt-like characteristics (collectively “debt securities’). Under the new guidance, a debt
security is deemed to be other-than-temporarily impaired if it meets the following conditions: 1) the Company intends to sell or it is
more likely than not the Company will be required to sell the security before arecovery in value, or 2) the Company does not expect to
recover the entire amortized cost basis of the security. If the Company intends to sell or it is more likely than not the Company will be
required to sell the security before arecovery in value, acharge is recorded in net realized capital 1osses equal to the difference between
the fair value and amortized cost basis of the security. For those other-than-temporarily impaired debt securities which do not meet the
first condition and for which the Company does not expect to recover the entire amortized cost basis, the difference between the
security’ s amortized cost basis and the fair value is separated into the portion representing a credit impairment, which is recorded in net
realized capital losses, and the remaining impairment, which is recorded in other comprehensive income (“OCI”). Generaly, the
Company determines a security's credit impairment as the difference between its amortized cost basis and its best estimate of expected
future cash flows discounted at the security’s effective yield prior to impairment. The previous amortized cost basis less the impairment
recognized in net realized capital losses becomes the security’s new cost basis. The Company accretes the new cost basis to the
estimated future cash flows over the expected remaining life of the security by prospectively adjusting the security’syield, if necessary.

The Company evaluates whether a credit impairment exists by considering primarily the following factors: (a) the length of time and
extent to which the fair value has been less than the amortized cost of the security, (b) changes in the financial condition, credit rating
and near-term prospects of the issuer, (c) whether the issuer is current on contractually obligated interest and principal payments, (d)
changes in the financial condition of the security’s underlying collateral and (€) the payment structure of the security. The Company’s
best estimate of expected future cash flows used to determine the credit loss amount is a quantitative and qualitative process that
incorporates information received from third party sources along with certain internal assumptions and judgments regarding the future
performance of the security. The Company’s best estimate of future cash flows involves assumptions including, but not limited to,
various performance indicators, such as historical and projected default and recovery rates, credit ratings, current delinquency rates,
loan-to-value ratios and the possibility of obligor re-financing. In addition, for securitized debt securities, the Company considers
factors including, but not limited to, commercial and residential property value declines that vary by property type and location and
average cumulative collateral loss rates that vary by vintage year. These assumptions require the use of significant management
judgment and include the probability of issuer default and estimates regarding timing and amount of expected recoveries which may
include estimating the underlying collateral value. In addition, projections of expected future debt security cash flows may change
based upon new information regarding the performance of the issuer and/or underlying collateral such as changes in the projections of
the underlying property value estimates.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

1. Basisof Presentation and Accounting Policies (continued)

This guidance does not impact the evaluation for impairment for equity securities. For those equity securities where the decline in the
fair value is deemed to be other-than-temporary, a charge is recorded in net realized capital losses equal to the difference between the
fair value and cost basis of the security. The previous cost basis less the impairment becomes the security’s new cost basis. The
Company assertsitsintent and ability to retain those equity securities deemed to be temporarily impaired until the price recovers. Once
identified, these securities are systematically restricted from trading unless approved by a committee of investment and accounting
professionals (“the Committee”). The Committee will only authorize the sale of these securities based on predefined criteria that relate
to events that could not have been reasonably foreseen. Examples of the criteria include, but are not limited to, the deterioration in the
issuer’s financial condition, security price declines, a change in regulatory requirements or a magjor business combination or major
disposition.

The primary factors considered in evaluating whether an impairment exists for an equity security include, but are not limited to: (a) the
length of time and extent to which the fair value has been less than the cost of the security, (b) changesin the financial condition, credit
rating and near-term prospects of the issuer, (c) whether the issuer is current on contractually obligated payments and (d) the intent and
ability of the Company to retain the investment for a period of time sufficient to allow for recovery.

This guidance also expands and increases the frequency of existing disclosures about other-than-temporary impairments for debt and
equity securities. The Company adopted this new guidance for its interim reporting period ending on June 30, 2009 and upon adoption
of this guidance, the Company recognized a $912, net of tax and deferred acquisition costs, increase to retained earnings with an
offsetting decrease in Accumulated Other Comprehensive Income (“AOCI”). See the Company’s Condensed Consolidated Statements
of Operations, Changes in Equity and Comprehensive Income (Loss). See Note 5 for expanded interim disclosures. Disclosures
regarding the effect of the adoption of this guidance on income and related per share amounts for interim periods subsequent to adoption
have not been made, asit is not practicable to estimate the effect of such amounts.

Noncontrolling Interests in Consolidated Financial Satements

In December 2007, the FASB updated guidance for noncontrolling interests. A noncontrolling interest refers to the minority interest
portion of the equity of a subsidiary that is not attributable directly or indirectly to a parent. This updated guidance establishes
accounting and reporting standards that require for-profit entities that prepare consolidated financial statements to: (a) present
noncontrolling interests as a component of equity, separate from the parent’s equity, (b) separately present the amount of consolidated
net income attributable to noncontrolling interests in the income statement, (¢) consistently account for changes in a parent’s ownership
interests in a subsidiary in which the parent entity has a controlling financial interest as equity transactions, (d) require an entity to
measure at fair value its remaining interest in a subsidiary that is deconsolidated, and (€) require an entity to provide sufficient
disclosures that identify and clearly distinguish between interests of the parent and interests of noncontrolling owners. This guidance
applies to all for-profit entities that prepare consolidated financial statements, and affects those for-profit entities that have outstanding
noncontrolling interests in one or more subsidiaries or that deconsolidate a subsidiary. This guidance is effective for fiscal years, and
interim periods within those fiscal years, beginning on or after December 15, 2008 with earlier adoption prohibited. Upon adoption of
this guidance on January 1, 2009, the Company reclassified $92 of noncontrolling interest, recorded in other liabilities, to equity as of
January 1, 2008. See the Company’s Condensed Consolidated Statements of Changes in Equity. The adoption did not have a material
effect on the Company’ s Condensed Consolidated Statements of Operations and Comprehensive Income (Loss) and the adoption did not
impact the Company’s accounting for separate account assets and liabilities. The FASB has added a topic to the Emerging Issues Task
Force (“EITF") agenda, “ Consideration of an Insurer’s Accounting for Majority Owned I nvestments When the Ownership Is Through a
Separate Account”. In September 2009 the FASB issued for comment, a proposal on this topic in which they clarify that specialized
accounting for investments held by a separate account should continue in consolidation. In addition, the proposed amendments would
not require an insurer to consolidate a majority owned voting-interest investment held by a separate account if the investment is not or
would not be consolidated in the stand-alone financial statement of the separate account. The Company currently follows this proposed
guidance and excludes the noncontrolling interest from its majority owned separate accounts. The resolution of this FASB agenda item
will continue to be followed by the Company; however it is not expected to have an impact on the Company's accounting for separate
account assets and liabilities.

11



THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

1. Basisof Presentation and Accounting Palicies (continued)
Future Adoption of New Accounting Standards
Accounting for Transfers of Financial Assets

In June 2009, the FASB issued updated guidance related to the accounting for transfers of financial assets. These amendments revise
derecognition guidance and eliminates the concept of a qualifying special-purpose entities (“QSPES’). This guidance is effective for
fiscal years and interim periods beginning after November 15, 2009. Early adoption is prohibited. The Company will adopt this
guidance on January 1, 2010 and has not yet determined the effect of the adoption on its consolidated financial statements.

Amendments to Consolidation Guidance for Variable Interest Entities

In June 2009, the FASB issued updated guidance which amends the consolidation regquirements applicable to variable interest entities
(“VIE"). An entity would consolidate a VIE, as the primary beneficiary, when the entity has both of the following characteristics: (a)
the power to direct the activities of a VIE that most significantly impact the entity’s economic performance and (b) The obligation to
absorb losses of the entity that could potentially be significant to the VIE or the right to receive benefits from the entity that could
potentially be significant to the VIE. Ongoing reassessment of whether an enterprise is the primary beneficiary of a VIE is required.
This updated guidance replaces the quantitative approach previously required for determining the primary beneficiary of a VIE with a
gualitative approach, modifies the criteria for determining whether a service provider or decision maker contract is a variable interest,
and changes the consideration of removal rights in determining if an entity isa VIE. These changes may cause certain entities to now be
considered a VIE. This updated guidance is effective for fiscal years and interim periods beginning after November 15, 2009. Although
the Company has not yet determined the effect of the adoption on its consolidated financial statements, a review of the impact to The
Hartford is currently being evaluated. The following areas of potential impact are being assessed: The Hartford managed mutual funds
(both retail and those within the Company’ s separate accounts), limited partnership investments, Company sponsored collateralized debt
obligations (“CDOs") and collateralized loan obligations (“CLOs") and the Company’s contingent capital facility and other similar
structures or entities. The Company will adopt this guidance on January 1, 2010.

Income Taxes

The effective tax rate for the three months ended September 30, 2009 and 2008 was 52% and 37%, respectively. The effective tax rate
for the nine months ended September 30, 2009 and 2008 was 41% and 44%, respectively. The principal causes of the difference
between the effective rate and the U.S. statutory rate of 35% were tax-exempt interest earned on invested assets and the separate account
dividends received deduction (“DRD") which increased the tax benefit on the pre-tax losses. The effective tax rate for the nine months
ended September 30, 2009 also includes a non-deductible expense related to an amount due to Allianz as a result of the issuance of
warrantsto the U.S. Treasury in connection with the Company’ s participation in the Capital Purchase Program.

The separate account DRD is estimated for the current year using information from the prior year-end, adjusted for current year equity
market performance and other appropriate factors, including estimated levels of corporate dividend payments. The actual current year
DRD can vary from estimates based on, but not limited to, changes in €eligible dividends received by the mutual funds, amounts of
distribution from these mutual funds, amounts of short-term capital gains at the mutual fund level and the Company’ s taxable income
before the DRD. The Company recorded benefits related to the separate account DRD of $33 and $50 in the three months ended
September 30, 2009 and 2008, and $108 and $158 in the nine months ended September 30, 2009 and 2008, respectively. The benefit
recorded in the three months ended September 30, 2009 included prior period adjustments of $(6) related to the 2008 tax return and $1
related to the three months ended June 30, 2009.

The Company’s unrecognized tax benefits decreased by $8 during the nine months ended September 30, 2009 as a result of the
settlement of the 2002-2003 Internal Revenue Service (“IRS") audit, bringing the total unrecognized tax benefits to $83 as of September
30, 2009. Thisentire amount, if it were recognized, would increase the effective tax benefit rate for the applicable periods.

The Company’s federal income tax returns are routinely audited by the IRS. During the first quarter of 2009, the Company received
notification of the approval by the Joint Committee on Taxation of the results of the 2002 through 2003 examination. As a result, the
Company recorded atax benefit of $7. The 2004 through 2006 examination began during the second quarter of 2008, and is expected to
closein early 2010. In addition, the Company is working with the IRS on a possible settlement of a DRD issue related to prior periods
which, if settled, may result in the booking of tax benefits. Such benefits are not expected to be material to the statement of operations.

The Company has recorded a deferred tax asset valuation allowance that is adequate to reduce the total deferred tax asset to an amount
that will more likely than not be realized. In assessing the need for a valuation allowance, management considered future reversals of
existing taxable temporary differences, future taxable income exclusive of reversing temporary differences and carryforwards, and
taxable income in prior carry back years, as well as tax planning strategies that include holding debt securities with market value losses
until recovery, selling appreciated securities to offset capital losses, and sales of certain corporate assets. Such tax planning strategies
are viewed by management as prudent and feasible and will be implemented if necessary to realize the deferred tax asset. However,
future realized losses on investment securities could result in the recognition of an additional valuation allowance, if additional tax
planning strategies are not available.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2. Earnings (L oss) Per Share

The following table presents a reconciliation of net loss and shares used in calculating basic earnings (loss) per common share to those
used in calculating diluted earnings (loss) per common share.

Three Months Ended Nine Months Ended
September 30, September 30,
(In millions, except for per share data) 2009 2008 2009 2008
Income (loss)
Net loss $ (220 $ (2,631) $ (1,444) $ (1,943)
Less: Preferred stock dividends and accretion of discount 62 — 65 —
Net loss available to common shareholder s $ (282 $ (2,631) $ (1,509) $ (1,943
Common shares
Basic
Weighted aver age common shar es outstanding 356.1 301.1 334.1 308.8
Diluted
Weighted aver age shar es outstanding and
dilutive potential common shares 356.1 301.1 334.1 308.8

Earnings (loss) per common share
Basic $ 0.79) $ (8.74) $ (452 $ (629
Diluted $ (0.79) 3 (8.74) $ (452 $ (629

As aresult of the net loss in the three months ended September 30, 2009 and 2008, the Company is required to use basic weighted
average common shares outstanding in the calculation of the three months ended September 30, 2009 and 2008 diluted loss per share,
since the inclusion of shares for warrants of 25.3 million and 0O, respectively, and stock compensation plans of 1.1 million and 1.0
million, respectively, would have been antidilutive to the earnings per share calculation. In the absence of the net loss, weighted average
common shares outstanding and dilutive potential common shares would have totaled 382.5 million and 302.1 million for the three
months ended September 30, 2009 and 2008, respectively.

As aresult of the net loss in the nine months ended September 30, 2009 and 2008, the Company is required to use basic weighted
average common shares outstanding in the calculation of the nine months ended September 30, 2009 and 2008 diluted |oss per share,
since the inclusion of shares for warrants of 8.7 million and 0, respectively, and stock compensation plans of 0.8 million and 1.5 million,
respectively, would have been antidilutive to the earnings per share calculation. In the absence of the net loss, weighted average
common shares outstanding and dilutive potential common shares would have totaled 343.6 million and 310.3 million, respectively.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. Segment Information

The Hartford is organized into two major operations: Life and Property & Casualty, each containing reporting segments. Within the
Life and Property & Casualty operations, The Hartford conducts business principally in eleven reporting segments. Corporate primarily
includes the Company’s debt financing and related interest expense, as well as other capital raising activities, banking operations and
certain purchase accounting adjustments.

Life

Lifeis organized into four groups which are comprised of six reporting segments. The Retail Products Group (“Retail”) and Individual
Life segments make up the Individual Markets Group. The Retirement Plans and Group Benefits segments make up the Employer
Markets Group. The International and Institutional Solutions Group (“Institutional”) segments each make up their own group.

Life charges direct operating expenses to the appropriate segment and allocates the majority of indirect expenses to the segments based
on an intercompany expense arrangement. Inter-segment revenues primarily occur between Life's Other category and the reporting
segments. These amounts primarily include interest income on allocated surplus and interest charges on excess separate account surplus.
In addition, during the first quarter of 2009, Institutional and International entered into a $1.5 hillion funding agreement. The resulting
interest income and interest expense in International and Institutional, respectively, are eliminated in consolidation.

Property & Casualty

Property & Casualty is organized into five reporting segments: the underwriting segments of Personal Lines, Small Commercial, Middle
Market and Specialty Commercial (collectively, “Ongoing Operations’); and the Other Operations segment. For the three months ended
September 30, 2009 and 2008, AARP accounted for earned premiums of $712 and $695, respectively, in Personal Lines. For both the
nine months ended September 30, 2009 and 2008, AARP accounted for earned premiums of $2.1 billion in Personal Lines.

Through inter-segment arrangements, Specialty Commercial reimburses Personal Lines, Small Commercial and Middle Market for
losses incurred from uncollectible reinsurance and losses incurred under certain liability claims. Earned premiums assumed (ceded)
under the inter-segment arrangements were as follows:

Net assumed (ceded) earned premiums under Three M onths Ended Nine Months Ended
inter-segment arrangements September 30, September 30,
2009 2008 2009 2008
Personal Lines $ (1) $ Q) $ 4 $ 4
Small Commercial (6) (8 (18) (23)
Middle Market (6) (8) (17) (29
Specialty Commercial 13 17 39 51
Total $ — $ — $ — $ —

Financial M easures and Other Segment Infor mation

For further discussion of the types of products offered by each segment, see Note 3 of Notes to Consolidated Financial Statements
included in The Hartford’' s 2008 Form 10-K Annual Report.

One of the measures of profit or loss used by The Hartford’s management in evaluating the performance of its Life segments is net
income. Within Property & Casualty, net income is a measure of profit or loss used in evaluating the performance of Ongoing
Operations and the Other Operations segment. Within Ongoing Operations, the underwriting segments of Personal Lines, Small
Commercial, Middle Market and Speciaty Commercial are evaluated by The Hartford's management primarily based upon
underwriting results. Underwriting results represent premiums earned less incurred losses, loss adjustment expenses and underwriting
expenses. The sum of underwriting results, net servicing income, net investment income, net realized capital gains and losses, other
expenses, and related income taxes is net income.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. Segment Information (continued)

The following table presents revenues by segment.

Revenues Three M onths Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Life
Retail $ 109 $ 435 $ 1961 $ 1483
Individual Life 276 119 850 660
Total Individual Markets Group 385 554 2,811 2,143
Retirement Plans 75 1 246 293
Group Benefits 1,142 779 3,509 3,099
Total Employer Markets Group 1,217 780 3,755 3,392
International [1] 109 190 803 603
Institutional 130 (84) 570 692
Other [1] (15) (29) 6 28
Total Life segment revenues 1,826 1,411 7,945 6,858
Net investment income (loss) on
equity securities, trading [2] 638 (3,415) 2,437 (5,840)
Total Life 2,464 (2,004) 10,382 1,018

Property & Casualty
Ongoing Operations
Earned premiums

Personal Lines 988 978 2,952 2,941

Small Commercial 640 678 1,935 2,048
Middle Market 510 569 1,596 1,737
Specialty Commercial 293 342 936 1,038
Ongoing Operations earned premiums 2,431 2,567 7,419 7,764

Net investment income 254 285 678 929

Other revenues [3] 123 132 361 377

Net realized capital 10sses (79) (1,268) (448) (1,455)

Total Ongoing Operations 2,729 1,716 8,010 7,615
Other Operations 29 (109) 79 (20)
Total Property & Casualty 2,758 1,607 8,089 7,605
Corporate 8 4 (210) 31
Total revenues $ 5,230 $ (393) $ 18,261 $ 8654

[1] Included in International’s revenues for the three and nine months ended September 30, 2009 are $19 and $49, respectively, of investment
income from an inter-segment funding agreement with Institutional. Thisinvestment income is eliminated in Life Other.

[2] Management does not include net investment income (loss) and the mark-to-market effects of equity securities, trading, supporting the
international variable annuity business in its segment revenues since corresponding amounts are credited to policyholders.

[3] Represents servicing revenue.

15



THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. Segment Information (continued)

The following table presents net income (loss) by segment. Underwriting results are presented for the Personal Lines, Small
Commercial, Middle Market and Specialty Commercial segments, while net income (loss) is presented for each of Life's reporting
segments, total Property & Casualty, Ongoing Operations, Other Operations and Corporate.

Net Income (L 0ss) Three Months Ended Nine M onths Ended
September 30, September 30,
2009 2008 2009 2008
Life

Retail $ (172) $ (822) $ (729 $ (729)
Individual Life 4 (102) 2 (52)
Total Individual Markets Group (168) (924) (722) (781)
Retirement Plans (34 (160) (162) (134)
Group Benefits 65 (186) 148 (78)
Total Employer Markets Group 31 (346) (14) (212)
International [1] (32 (107) (206) (27)
Institutional [1] (101) (393) (341) (543)
Other [1] (53) (45) (122) (73)
Total Life (323) (1,815) (1,405) (1,636)

Property & Casualty
Ongoing Operations
Underwriting results

Personal Lines (D) (45) 54 78

Small Commercial 90 82 251 270
Middle Market 61 (37) 186 21
Specialty Commercial 30 (44) 89 13

Total Ongoing Operations underwriting results 170 (44) 580 382

Net servicing income [2] 10 14 25 21

Net investment income 254 285 678 929

Net realized capital losses (79) (1,268) (448) (1,455)

Other expenses (47) (58) (145) (180)
Income (loss) before income taxes 308 (1,071) 690 (303)
Income tax expense (benefit) 79 (405) 128 (195)
Ongoing Operations 229 (666) 562 (108)
Other Operations (39 (108) (87) (91)
Total Property & Casualty 190 (774) 475 (199)
Corporate (87) (42) (514) (108)
Net loss $ (220) $ (2,631 $ (1,444 $  (1,943)

[1] Included in net income (loss) of International and Institutional is investment income and interest expense, respectively, for the three and nine
months ended September 30, 2009 of $19 and $49, respectively, on an inter-segment funding agreement. This investment income and interest
expenseis eliminated in Life Other.

[2] Net of expensesrelated to service business.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4, Fair Value M easurements

The following financial instruments are carried at fair value in the Company’s Condensed Consolidated Financial Statements: fixed
maturities and equity securities, available-for-sale (“AFS’), equity securities, trading, short-term investments, freestanding and
embedded derivatives, and separate account assets.

The following section applies the fair value hierarchy and disclosure requirements for the Company’s financial instruments that are
carried at fair value. The fair value hierarchy prioritizes the inputs in the valuation techniques used to measure fair value into three
broad Levels(Level 1, 2 or 3).

Level 1  Observable inputs that reflect quoted prices for identical assets or liabilities in active markets that the Company has the
ability to access at the measurement date. Level 1 securities include highly liquid U.S. Treasuries, money market funds and
exchange traded equity, open-ended mutual funds reported in separate account assets and derivative securities, including
futures and certain option contracts.

Level 2  Observable inputs, other than quoted prices included in Level 1, for the asset or liability or prices for similar assets and
liabilities. Most debt securities and preferred stocks, including those reported in separate account assets, are model priced by
vendors using observable inputs and are classified within Level 2. Also included in the Level 2 category are derivative
instruments that are priced using models with significant observable market inputs, including interest rate, foreign currency
and certain credit swap contracts and have no significant unobservable market inputs.

Level 3  Vauations that are derived from techniques in which one or more of the significant inputs are unobservable (including
assumptions about risk). Level 3 securitiesinclude less liquid securities such as highly structured and/or lower quality asset-
backed securities (“ABS’), commercial mortgage-backed securities (“CMBS’), commercia rea estate (“CRE”) CDOs,
residential mortgage-backed securities (“RMBS”) primarily backed by below-prime loans, and private placement debt and
equity securities. Embedded derivatives, including GMWAB liahilities, and complex derivatives securities, including equity
derivatives, longer dated interest rate swaps or swaps with optionality and certain complex credit derivatives are also
included in Level 3. Because Level 3 fair values, by their nature, contain unobservable market inputs as there is little or no
observable market for these assets and liabilities, considerable judgment is used to determine the Level 3 fair values. Level 3
fair values represent the Company’s best estimate of an amount that could be realized in a current market exchange absent
actual market exchanges.

In many situations, inputs used to measure the fair value of an asset or liability position may fall into different levels of the fair value
hierarchy. In these situations, the Company will determine the level in which the fair value falls based upon the lowest level input that
is significant to the determination of the fair value. In most cases, both observable (e.g., changes in interest rates) and unobservable
(e.g., changes in risk assumptions) inputs are used in the determination of fair values that the Company has classified within Level 3.
Consequently, these values and the related gains and losses are based upon both observable and unobservable inputs. The Company’s
fixed maturities included in Level 3 are classified as such as they are primarily priced by independent brokers and/or within illiquid
markets (i.e. below prime RMBS).
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. Fair Value M easur ements (continued)

These disclosures provide information as to the extent to which the Company uses fair value to measure financial instruments and
information about the inputs used to value those financia instruments to alow users to assess the relative reliability of the
measurements. The following tables present assets and (liabilities) carried at fair value by hierarchy level.

September 30, 2009

Quoted Prices
in Active Significant Significant
Marketsfor Observable Unobservable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets accounted for at fair value on a recurring basis
Fixed maturities, AFS
ABS $ 2540 $ — $ 1966 $ 574
CDOs 2,818 — 34 2,784
CMBS 9,002 — 8,544 458
Corporate 34,011 — 26,874 7,137
Foreign government/government agencies 1,071 — 1,003 68
RMBS 4,821 — 3,671 1,150
States, municipalities and political subdivisions 11,815 — 11,552 263
U.S. Treasuries 2,563 186 2,377 —
Total fixed maturities, AFS 68,641 186 56,021 12,434
Equity securities, trading 33,463 2,465 30,998 —
Equity securities, AFS 1,397 242 919 236
Other investments
Variable annuity hedging derivatives 733 — (21) 754
Other derivatives[1] 729 — 681 48
Total other investments 1,462 — 660 802
Short-term investments 13,910 9,715 4,195 —
Reinsurance recoverable for U.S. guaranteed minimum withdrawal
benefit (“GMWB") 538 — — 538
Separate account assets [2] 144,023 110,064 33,241 718
Total assets accounted for at fair value on arecurring basis $ 263434 $ 122,672 $ 126034 $ 14,728
Liabilitiesaccounted for at fair valueon arecurring basis
Other policyholder funds and benefits payable
Guaranteed living benefits $ (2992) $ — $ — $ (2,992
Institutional notes @) — — @)
Equity linked notes (8) — — (8)
Total other policyholder funds and benefits payable (3,007) — — (3,007)
Other liabilities [3]
Variable annuity hedging derivatives (27) — (44) 17
Other derivative liabilities (543) — (278) (265)
Total other liabilities (570) — (322 (248)
Consumer notes [4] (5) — — (5)
Total liabilitiesaccounted for at fair valueon arecurringbass $ (3,582) $ — $ (322 $ (3,260)

[1] Includes over-the-counter derivative instruments in a net asset value position which may require the counterparty to pledge collateral to the
Company. As of September 30, 2009, $1.1 billion of cash collateral liability was netted against the derivative asset value in the Condensed

Consolidated Balance Sheets and is excluded from the table above. See footnote 3 below for derivative liabilities.
[2] Asof September 30, 2009, excludes approximately $12 billion of investment sales receivable net of investment purchases payable that are not

subject to fair value accounting.

[3] Includes over-the-counter derivative instruments in a net negative market value position (derivative liability). In the Level 3 roll-forward table

included below in this Note 4, the derivative asset and liability are referred to as*“ freestanding derivatives’ and are presented on a net basis.
[4] Represents embedded derivatives associated with non-funding agreement-backed consumer equity linked notes.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. Fair Value M easur ements (continued)

December 31, 2008

Quoted Prices
in Active Significant Significant
Marketsfor Observable  Unobservable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets accounted for at fair value on arecurring basis
Fixed maturities, AFS $ 65112 $ 3,541 $ 49761 $ 11,810
Equity securities, trading 30,820 1,634 29,186 —
Equity securities, AFS 1,458 246 671 541
Other investments
Variable annuity hedging derivatives 600 — 13 587
Other derivatives[1] 976 — 1,005 (29)
Total other investments 1,576 — 1,018 558
Short-term investments 10,022 7,025 2,997 —
Reinsurance recoverable for U.S. GMWB 1,302 — — 1,302
Separate account assets [2] 126,777 94,804 31,187 786
Total assets accounted for at fair value on arecurring basis $ 237,067 $ 107,250 $ 114820 $ 14,997
Liabilitiesaccounted for at fair valueon arecurring basis
Other policyholder funds and benefits payable
Guaranteed living benefits $ (66200 $ — $ — $ (6,620)
Ingtitutional notes (41) — — (41)
Equity linked notes (8) — — (8)
Total other policyholder funds and benefits payable (6,669) — — (6,669)
Other liabilities[3]
Variable annuity hedging derivatives 2,201 — 14 2,187
Other derivative liabilities (339) — 76 (415)
Total other liabilities 1,862 — Q0 1,772
Consumer notes [4] (5) — — (5)
Total liabilitiesaccounted for at fair valueon arecurringbasis $ (4812) $ — $ 0 $ (4902

[1] Includes over-the-counter derivative instruments in a net asset value position which may require the counterparty to pledge collateral to the
Company. As of December 31, 2008, $574 of cash collateral liability was netted against the derivative asset value in the Condensed Consolidated
Balance Sheets and is excluded from the table above. See footnote 3 below for derivative liabilities.

[2] As of December 31, 2008, excludes approximately $3 hillion of investment sales receivable net of investment purchases payable that are not
subject to fair value accounting.

[3] Includes over-the-counter derivative instruments in a net negative market value position (derivative liability). In the Level 3 roll-forward table
included below in this Note 4, the derivative asset and liability are referred to as“ freestanding derivatives’ and are presented on a net basis.

[4] Represents embedded derivatives associated with non-funding agreement-backed consumer equity linked notes.

Determination of fair values

The valuation methodologies used to determine the fair values of assets and liabilities under the “exit price” notion, reflect market-
participant objectives and are based on the application of the fair value hierarchy that prioritizes relevant observable market inputs over
unobservable inputs. The Company determines the fair values of certain financial assets and financial liabilities based on quoted market
prices where available and where prices represent a reasonable estimate of fair value. The Company also determines fair value based on
future cash flows discounted at the appropriate current market rate. Fair values reflect adjustments for counterparty credit quality, the
Company’ s default spreads, liquidity and, where appropriate, risk margins on unobservable parameters. The following is a discussion of
the methodol ogies used to determine fair values for the financial instruments listed in the above tables.
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THE HARTFORD FINANCIAL SERVICES GROUP, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. Fair Value M easur ements (continued)
Available-for-Sale Securities and Short-term | nvestments

The fair value of AFS securities and short-term investments in an active and orderly market (e.g. not distressed or forced liquidation) is
determined by management after considering one of three primary sources of information: third party pricing services, independent
broker quotations or pricing matrices. Security pricing is applied using a “waterfall” approach whereby publicly available prices are
first sought from third party pricing services, the remaining unpriced securities are submitted to independent brokers for prices, or lastly,
securities are priced using a pricing matrix. Typical inputs used by these three pricing methods include, but are not limited to, reported
trades, benchmark yields, issuer spreads, bids, offers, and/or estimated cash flows and prepayments speeds. Based on the typical trading
volumes and the lack of quoted market prices for fixed maturities, third party pricing services will normally derive the security prices
from recent reported trades for identical or similar securities making adjustments through the reporting date based upon available market
observable information as outlined above. [f there are no recent reported trades, the third party pricing services and brokers may use
matrix or model processes to develop a security price where future cash flow expectations are developed based upon collateral
performance and discounted at an estimated market rate. Included in the pricing of ABS and RMBS are estimates of the rate of future
prepayments of principal over the remaining life of the securities. Such estimates are derived based on the characteristics of the
underlying structure and prepayment speeds previously experienced at the interest rate levels projected for the underlying collateral.
Actual prepayment experience may vary from these estimates.

Prices from third party pricing services are often unavailable for securities that are rarely traded or are traded only in privately
negotiated transactions. As a result, certain securities are priced via independent broker quotations which utilize inputs that may be
difficult to corroborate with observable market based data. Additionally, the majority of these independent broker quotations are non-
binding. A pricing matrix is used to price securities for which the Company is unable to obtain either a price from a third party pricing
service or an independent broker quotation. The pricing matrix used by the Company begins with current spread levels to determine the
market price for the security. The credit spreads, as assigned by a knowledgeable private placement broker, incorporate the issuer's
credit rating and a risk premium, if warranted, due to the issuer’s industry and the security’s time to maturity. The issuer-specific yield
adjustments, which can be positive or negative, are updated twice per year, as of June 30 and December 31, by the private placement
broker and are intended to adjust security prices for issuer-specific factors. The Company assigns a credit rating to these securities
based upon an internal analysis of the issuer’s financia strength.

The Company performs a monthly analysis of the prices and credit spreads received from third parties to ensure that the prices represent
areasonable estimate of the fair value. Asa part of this analysis, the Company considers trading volume and other factors to determine
whether the decline in market activity is significant when compared to normal activity in an active market, and if so, whether
transactions may not be orderly considering the weight of available evidence. If the available evidence indicates that pricing is based
upon transactions that are stale or not orderly, the Company places little, if any, weight on the transaction price and will estimate fair
value utilizing an internal pricing model. This process involves quantitative and qualitative analysis and is overseen by investment and
accounting professionals. Examples of procedures performed include, but are not limited to, initial and on-going review of third party
pricing services methodologies, review of pricing statistics and trends, back testing recent trades, and monitoring of trading volumes,
new issuance activity and other market activities. In addition, the Company ensures that prices received from independent brokers
represent a reasonable estimate of fair value through the use of internal and external cash flow models devel oped based on spreads, and
when available, market indices. Asaresult of thisanalysis, if the Company determines that there is a more appropriate fair value based
upon the available market data, the price received from the third party is adjusted accordingly. The Company's internal pricing model
utilizes the Company's best estimate of expected future cash flows discounted at a rate of return that a market participant would require.
The significant inputs to the model include, but are not limited to, current market inputs, such as credit loss assumptions, estimated
prepayment speeds and market risk premiums.

The Company has analyzed the third party pricing services valuation methodologies and r