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Questions and Answers about the SEC Proposal
to classify Fixed Indexed Annuities as Securities

Q. Has the SEC moved to regulate the sale of fixed indexed annuities as securities?

A. On Wednesday, June 25, 2008, the SEC proposed a new rule to regulate most fixed indexed
annuities as securities. The SEC takes the position that state insurance regulation of the sale of
these annuities is inadequate to protect purchasers. According to the SEC, purchasers of fixed
index annuities are “exposed to a significant investment risk—i.e., the volatility of the underlying
securities index”. Thus, the SEC is proposing that these contracts be registered so purchasers
can receive a prospectus and product sales can be supervised by broker dealers.

Q. What is Old Mutual’s (OM’s) position on this issue?

A. OM supports efforts to improve sales practices and to better protect customers, but OM does
not believe that the proposed rule is necessary in this regard. In addition, fixed indexed
annuities are guaranteed products that are not subject to market risk in the manner of securities
regulated by the SEC. Simply put, insurers offer fixed indexed annuities that provide significant
guarantees under state insurance law that are not typical of securities.

Q. What is OM doing to respond?

A. OM is working with outside counsel and various trade groups and will share its views with the
SEC as part of the comment process.

Q. What would be the impact of this proposed rule?

A. |f adopted as proposed, the rule would require most fixed indexed annuities to be registered
as a security with the SEC. As with other registered security offerings, sales would need to be
preceded or accompanied by a prospectus, and only registered representatives of broker dealer
firms could sell the product. The rule would add unnecessary and redundant disclosure to the
sales process and likely impair the availability of fixed index annuities. Making fixed indexed
annuities less readily available to the public would operate to deprive some consumers (those
who do not have a brokerage account, for example) from access to the product’s valuable
guarantees.

Q. How valuable are the guarantees provided by fixed indexed annuities?

A. Given recent market turmoil, who has been better protected against significant investment
risk—someone who bought a security, i.e., a stock mutual fund or an index fund, or a fixed
indexed annuity, all of them tied to the same index? Some would say that recent statistics speak
for themselves: as of Friday, June 27, 2008, the Dow Jones Industrial Average' has fallen
almost 20% from its October, 2007 record while fixed indexed annuity purchasers have not lost
any principal due to market performance.

OM offers a variety of fixed indexed annuities, some with index options based on the S&P 500
Index’, some based on the Dow Jones Index, and some with combinations of these indexes. We
refer below to the Dow Jones Index only by way of example.
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An investor who recently bought either a stock mutual fund or an index fund (each designed to
track the Dow Jones Industrial Average) were, in the words of the SEC’s release on fixed indexed
annuities, “exposed to significant investment risk”. Indeed, these purchasers have experienced
losses in the neighborhood of 20% since last October. These purchasers also presumably
received “the benefits of federally mandated disclosure and sales practice protections” which the
SEC now wants to extend to purchasers of certain fixed indexed annuities that depend on the
performance of a securities index.

The purchaser of a fixed indexed annuity with interest crediting tied to the Dow Jones Industrial
Average--unlike the mutual fund or index fund investor-- has not lost 20% due to the drop in the
Dow. Instead, the annuity interest crediting formula protects the annuity owner against loss due
to negative drops in the index over the crediting period. Under the indexing formula guaranteed
in the contract, a client may not receive any interest for a crediting period when the change in
the Dow is negative. Many purchasers would prefer that result over a 20% loss of principal.

Although OM recognizes the benefits of federally mandated disclosures in the context of
securities where the purchaser bears unlimited downside risk, we also recognize the limited
usefulness of those same disclosures in the context of a guaranteed product such as a fixed
indexed annuity.

The guarantees a fixed index annuity provides come with a price—one that is fully disclosed. If
the markets measured by the relevant index have steadily increased during the crediting period,
the purchaser of the fixed indexed annuity will generally receive less than the purchaser of a
stock mutual fund or an index fund that tracks the same index, depending on any caps,
participation rates or spreads that the fixed index annuity charges.

Q. What about the regulation of sales practices?

A. No one benefits from an unsuitable sale. OM is committed to assisting its producers in
insuring that all sales are suitable for the client based on information the client provides.

A variety of distributors, including insurance agents, registered representatives of broker dealer
and investment advisers currently offer fixed indexed annuities and traditional annuities to their
clients. Although the SEC and/or FINRA already have jurisdiction today over some fixed indexed
annuity sellers (registered representatives of broker dealers and investment advisory
representatives) the SEC did not classify fixed indexed annuity sales practice complaints-- cited
by the SEC as demonstrating the need for the proposed rule-- by type of distributor.

The SEC rule proposal ignores state insurance suitability requirements now in place in more than
35 jurisdictions. State insurance suitability obligations apply to all licensed insurance agents,
including those who are registered representatives of broker dealers and investment adviser
representatives.

OM believes that state insurance sales disclosure and sales practice protection laws and
regulations applicable to fixed indexed annuities adequately protect consumers.
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Q. What happens next?

A. The public has until September 10, 2008 to file comments on the proposed rule with the
SEC. The SEC will meet again and decide, based on public comments, whether to adopt the rule
as proposed or to publish a revised rule.

Q. How can I file a comment on this proposed rule?

A. Go to the SEC website at http://www.sec.gov/rules/proposed/2008/33-8933.pdf and follow the
directions there; or, you may wish to participate in the comment process through trade
associations you belong to.

Q. While the rule is pending, who can sell fixed indexed annuities?

A. The SEC has proposed that its rule to regulate fixed indexed annuities become effective one
year after a final rule is adopted. In practical terms, unless the SEC opts for an earlier effective
date, the earliest the new rule would become effective is September of 2009.

In the interim, our fixed indexed annuities may continue to be offered by insurance-only licensed
representatives subject to state insurance suitability requirements. Sales by registered
representatives of broker dealers and investment advisory representatives who are also licensed
as insurance agents will continue to be subject to state insurance suitability rules, as well as
applicable federal antifraud and suitability rules.

i Dow Jones Index

The Index is used for calculating any index interest credit. The index that will be used is the Dow Jones Industrial
Average (which excludes dividends). "Dow Jones Industrial Average M’ and "DJIA SM" are service marks of Dow
Jones & Company, Inc. Dow Jones has no relationship to OM Financial Life Insurance Company, other than the
licensing of the Dow Jones Industrial Average (DJIA) and its service marks for use in connection with the Contract.

Dow Jones does not:

Sponsor, endorse, sell or promote the Contract.

e Recommend that any person invest in the Contract or any other securities.

e Have any responsibility or liability for or make any decisions about the timing,
amount or pricing of Contract.

Have any responsibility or liability for the administration, management or marketing of the Contract. Consider the

needs of the Contract or the Owners of the Contract in determining, composing or calculating the Dow Jones
Industrial Average or have any obligation to do so.
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Dow Jones will not have any liability in connection with the Contract. Specifically, Dow Jones does not make any
warranty, express or implied, and Dow Jones disclaims any warranty about:

e The results to be obtained by the Contract, the Owner of the Contract or any other
person in connection with the use of Dow Jones will have no liability for any errors,
omissions or interruptions in the Dow Jones Industrial Average or its data;

e The accuracy or completeness of the Dow Jones Industrial Average and its data;

e The merchantability and the fitness for a particular purpose or use of the Dow Jones
Industrial Average and its data;

e The Dow Jones Industrial Average and the data included in the Dow Jones Industrial
Average;

Under no circumstances will Dow Jones be liable for any lost profits or indirect, punitive, special or consequential
damages or losses, even if Dow Jones knows that they might occur.

i S&P 500 Index

The Index, which is used for calculating any index interest credits, is the Standard & Poor’'s 500 Composite Stock Price
Index (which excludes dividends). The Product is not sponsored, endorsed, sold or promoted by Standard & Poor's, a
division of the McGraw-Hill Companies, Inc. ("S&P"). S&P makes no representation or warranty, express or implied, to the
owners of the Product or any member of the public regarding the advisability of investing in securities generally or in the
Product particularly or the ability of the S&P 500 Index to track general stock market performance. S&P's only
relationship to the Licensee is the licensing of certain trademarks and trade names of S&P and of the S&P 500 Index
which is determined, composed and calculated by S&P without regard to the Licensee or the Product.

S&P has no obligation to take the needs of the Licensee or the owners of the Product into consideration in determining,
composing or calculating the S&P 500 Index. S&P is not responsible for and has not participated in the determination of
the prices and amount of the Product or the timing of the issuance or sale of the Product or in the determination or
calculation of the equation by which the Product is to be converted into cash. S&P has no obligation or liability in
connection with the administration, marketing or trading of the Product.

S&P DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE S&P 500 INDEX OR ANY DATA INCLUDED
THEREIN AND S&P SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN. S&P MAKES NO
WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY LICENSEE, OWNERS OF THE PRODUCT, OR ANY OTHER
PERSON OR ENTITY FROM THE USE OF THE S&P 500 INDEX OR ANY DATA INCLUDED THEREIN. S&P MAKES NO EXPRESS OR
IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE WITH RESPECT TO THE S&P 500 INDEX OR ANY DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE
FOREGOING, IN NO EVENT SHALL S&P HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL
DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.
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