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AVAILABLE INFORMATION

Springleaf Finance, Inc. (SLFI) files annual, quarterly, and current reports and other information with the
Securities and Exchange Commission (the SEC). The SEC’s website, www.sec.gov, contains these reports
and other information that registrants (including SLFI) file electronically with the SEC.

The following reports are available free of charge through our website, www.SpringleafFinancial.com, as
soon as reasonably practicable after we file them with or furnish them to the SEC:

Annual Reports on Form 10-K;
Quiarterly Reports on Form 10-Q;
Current Reports on Form 8-K; and
any amendments to those reports.

In addition, our Code of Ethics for Principal Executive and Senior Financial Officers (the Code of Ethics)
is posted on “About Us — Financial Information” of our website at www.SpringleafFinancial.com. We
will post on our website any amendments to the Code of Ethics and any waivers that are required to be
described.

The information on our website is not incorporated by reference into this report. The website addresses
listed above are provided for the information of the reader and are not intended to be active links.

PART I
Item 1. Business.
GENERAL

Springleaf Finance, Inc. (SLFI or, collectively with its subsidiaries, whether directly or indirectly owned,
the Company, we, or our) was incorporated in Indiana in 1974 to become the parent holding company of
Springleaf Finance Corporation (SLFC) (formerly American General Finance Corporation). SLFC was
incorporated in Indiana in 1927 as successor to a business started in 1920. Prior to the change of our
corporate name on March 7, 2011, we were known as American General Finance, Inc.

Until November 30, 2010, SLFI was a direct wholly owned subsidiary of AIG Capital Corporation
(ACC), a direct wholly owned subsidiary of American International Group, Inc. (AIG), a Delaware
corporation. On August 11, 2010, AIG and FCFI Acquisition LLC (FCFI), an affiliate of Fortress
Investment Group LLC (Fortress), announced a definitive agreement (Stock Purchase Agreement)
whereby FCFI would indirectly acquire an 80% economic interest in SLFI from ACC (the FCFI
Transaction). Fortress is a leading global investment manager that offers alternative and traditional
investment products. AIG, through ACC, indirectly retained a 20% economic interest in SLFI. On
November 30, 2010 and immediately prior to the consummation of the FCFI Transaction, ACC
contributed all of its outstanding shares of common stock in SLFI to AGF Holding Inc. (AGF Holding), a
wholly owned subsidiary of ACC. In accordance with the Stock Purchase Agreement, it was necessary
that this restructuring be completed prior to the closing of the FCFI Transaction. AIG then caused ACC to
sell to FCFI 80% of the outstanding shares of AGF Holding.



Item 1. Continued

Because of the nature of the FCFI Transaction, the significance of the ownership interest acquired, and at
the direction of our acquirer, it was determined that push-down accounting should be applied to SLFI and
SLFC as the acquired businesses. We revalued our assets and liabilities based on their fair values at the
date of the FCFI Transaction in accordance with business combination accounting standards (push-down
accounting). Accordingly, a new basis of accounting has been established and, for accounting purposes,
the old entity (the Predecessor Company) has been terminated and a new entity (the Successor Company)
has been created. This distinction is made throughout this Annual Report on Form 10-K through the
inclusion of a vertical black line between the Predecessor Company and the Successor Company columns.

The financial information for 2010 includes the financial information of the Successor Company for the
one month ended December 31, 2010 and of the Predecessor Company for the eleven months ended
November 30, 2010. These separate periods are presented to reflect the new accounting basis established
for our Company as of November 30, 2010. As a result, the bases of the assets and liabilities of the
Successor Company are not comparable to those of the Predecessor Company, nor would the income
statement items for the one month ended December 31, 2010 have been the same as those reported if
push-down accounting had not been applied. See Note 3 of the Notes to Consolidated Financial
Statements in Item 8 for further information on the FCFI Transaction.

The acquisition-date fair value of the consideration transferred totaled $148.5 million, which consisted of
the following:

(dollars in thousands) Amount

Cash $118,767
Common stock 29,691
Total $148,458

The fair value of the shares issued was determined based on the fair value per share implied by the cash
consideration transferred.



Item 1. Continued

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at
the acquisition date, which have been reflected in these consolidated financial statements as a result of the
application of push-down accounting.

Predecessor Successor
Company Company
Prior to Subsequent to
FCFI Push-down FCFI

(dollars in thousands) Transaction Adjustments Transaction
Assets
Net finance receivables $16,942,838 $(2,423,987) $14,518,851
Allowance for finance receivable losses (1,383,768) 1,383,768 -
Net finance receivables, less allowance for finance

receivable losses 15,559,070 (1,040,219) 14,518,851
Investment securities 762,127 - 762,127
Cash and cash equivalents 1,490,119 - 1,490,119
Net other intangible assets - 83,680 83,680
Other assets 1,422,330 149,733 1,572,063
Total assets $19,233,646 $ (806,806) $18,426,840
Liabilities and shareholder’s equity
Long-term debt $16,753,533 $(1,557,778) $15,195,755
Insurance claims and policyholder liabilities 320,476 20,725 341,201
Other liabilities 439,690 292,983 732,673
Deferred and accrued taxes 6,892 524,795 531,687
Total liabilities 17,520,591 (719,275) 16,801,316
Shareholder’s equity:

Common stock 1,000 - 1,000

Additional paid-in capital 1,745,585 (1,598,127) 147,458

Accumulated other comprehensive income 37,869 (37,869) -

(Accumulated deficit)/retained earnings (71,399) 1,548,465 1,477,066
Total shareholder’s equity 1,713,055 (87,531) 1,625,524
Total liabilities and shareholder’s equity $19,233,646 $ (806,806) $18,426,840

The fair value of the identifiable assets acquired and liabilities assumed exceeded the fair value of the
consideration transferred. Consequently, the recognition and measurement of identifiable assets acquired
and liabilities assumed were reassessed, and a conclusion was reached that all acquired assets and
liabilities were recognized and that the valuation procedures and resulting measures were appropriate. As
a result, a bargain purchase gain of $1.5 billion has been reflected in our consolidated statements of
operations for the one month ended December 31, 2010.



Item 1. Continued

We identified other intangible assets, net of intangible liabilities of $83.7 million, which consisted of:

Estimated
Useful

(dollars in thousands) Amount Life
Value of business acquired (VOBA) $35,778 20 years
Customer relationships 17,879 5 years
Trade names 12,148 15 years
Licenses (a) 12,065 indefinite
Customer lists 9,695 8 years
Leases — branch offices (b) (2,574) 2 years
Leases — data processing (1,311) 7 months

Net other intangible assets $83,680

(@) Licenses include $11.6 million of insurance licenses (which have an indefinite useful life) and $0.5 million of
branch licenses (which have an estimated useful life of three months).

(b) Leases for our branch offices include the net of $5.9 million of leases that are unfavorable to current market
terms (included in other liabilities) and $3.4 million of leases that are favorable to current market terms
(included in other assets)

SLFI is a financial services holding company whose principal subsidiary is SLFC, which is a Securities
and Exchange Commission (SEC) registrant. SLFC is a financial services holding company with
subsidiaries engaged in the consumer finance and credit insurance businesses. We conduct the credit
insurance business to supplement our consumer finance business through Merit Life Insurance Co.
(Merit) and Yosemite Insurance Company (Yosemite), which are both wholly owned subsidiaries of
SLFC.

Effective February 29, 2008, we purchased a substantial portion of Equity One, Inc.’s consumer branch
finance receivable portfolio consisting of $1.0 billion of real estate loans, $289.8 million of non-real
estate loans, and $156.0 million of retail sales finance receivables.

Effective June 17, 2008, Wilmington Finance, Inc. (WFI), a wholly owned subsidiary of SLFC, ceased its
wholesale originations (originations through mortgage brokers) but continued its retail originations
(originations directly with consumers) at a substantially reduced level as a result of our decision to
significantly reduce our mortgage banking operations primarily due to the slower U.S. housing market.
Currently, WFI’s limited loan origination activity relates to the financial remediation program discussed
in Note 4 of the Notes to Consolidated Financial Statements in Item 8.

In September 2008, we experienced a severe strain on our liquidity. Since September 2008, management
has implemented measures to preserve our liquidity, including additional borrowings, on-balance sheet
securitizations, portfolio sales, expense reductions, and branch closures, while continuing to limit our new
lending. For further information, see Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Going Concern Considerations in Item 7 and Going Concern Considerations in
Note 1 of the Notes to Consolidated Financial Statements in Item 8.

At December 31, 2010, the Company had 1,167 branch offices in 40 states, Puerto Rico, and the U.S.
Virgin Islands; foreign operations in the United Kingdom; and approximately 5,900 employees. Our
executive offices are located in Evansville, Indiana.



Item 1. Continued

SEGMENTS

We have three business segments: branch, centralized real estate, and insurance. We define our segments
by types of financial service products we offer, nature of our production processes, and methods we use to
distribute our products and to provide our services, as well as our management reporting structure.

We report our segment totals using the historical basis of accounting because management analyzes each
business segment on a historical basis. However, in order to reconcile to total consolidated financial
statement amounts, we are presenting our segment totals at or for the one month ended December 31,
2010 and for the eleven months ended November 30, 2010. See Note 29 of the Notes to Consolidated
Financial Statements in Item 8 for reconciliations of segment totals to consolidated financial statement
amounts.

Revenues, pretax (loss) income, and assets for our three business segments (which are reported on a
historical basis of accounting) were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months  Ator for the At or for the
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
(dollars in thousands) 2010 2010 2009 2008
Branch:
Revenues $ 120,158 $ 1,361,199 $ 1,790,610 $ 2,066,101
Pretax loss (30,808) (2,831) (358,676) (264,334)
Assets 9,908,100 N/A* 11,605,989 14,777,007
Centralized real estate:
Revenues $ 29,877 $ 366,846 $ 363,837 $ 649,379
Pretax income (loss) 16,073 (220,735) (405,535) (293,830)
Assets 5,520,569 N/A 6,463,774 9,695,656
Insurance:
Revenues $ 11,640 $ 119,912 $ 140,819 $ 191,076
Pretax income 5,118 54,941 55,720 82,334
Assets 876,639 N/A 937,684 1,034,474

*  Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

Branch Business Segment

The branch business segment is the core of the Company’s operations. Through its 1,167 branch offices
and its centralized support operations, the 4,900 employees of the branch business segment serviced 1.1
million real estate loans, non-real estate loans, and retail sales finance accounts totaling $10.6 billion at
December 31, 2010.

Our branch customers encompass a wide range of borrowers. In the consumer finance industry, they are
described as prime or near-prime at one extreme and non-prime or sub-prime at the other. These
customers’ incomes are generally near the national median but vary, as do their debt-to-income ratios,
employment and residency stability, and credit repayment histories. In general, branch customers have
lower credit quality than our centralized real estate customers and require significant levels of servicing
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Item 1. Continued

and, as a result, we charge them interest rates higher than our centralized real estate customers to
compensate us for such services and related credit risks.

Structure and Responsibilities. Branch personnel originate real estate loans and non-real estate loans,
purchase retail sales finance contracts from retail merchants, offer credit and non-credit insurance and
ancillary products to the loan customers, and service these receivables. Branch managers establish retail
merchant relationships, identify portfolio acquisition opportunities, manage finance receivable credit
quality, and are responsible for branch profitability. Branch managers also hire and train the branch staff
and supervise their work. The Company coordinates branch staff training through centrally developed
training programs to maintain quality customer service.

We continuously review the performance of our individual branches and the markets they serve, as well
as economic conditions. During 2010, we closed 46 branch offices. Customers of closed branch offices
are primarily serviced by our other nearby offices.

Products and Services. Real estate loans are secured by first or second mortgages on residential real
estate (including manufactured housing), generally have maximum original terms of 360 months, and are
usually considered non-conforming. At December 31, 2010, 13% of our branch real estate loans were
second mortgages. Real estate loans may be closed-end accounts or open-end home equity lines of credit
and are primarily fixed-rate products. Our real estate loans do not contain any borrower payment options
that allow the loan principal balance to increase through negative loan amortization. The home equity
lines of credit generally have a predetermined period during which the borrower may take advances. After
this draw period, all advances outstanding under the line of credit convert to a fixed-term repayment
period, usually over an agreed upon period between 15 and 30 years. At December 31, 2010, 7% of our
branch real estate loans were adjustable-rate mortgages, some of which contain a fixed-rate for the first
24, 36, or 48 months and then convert to an adjustable-rate for the remainder of the term. At December
31, 2010, $2.1 million (less than 1%) of our branch business segment real estate loans had this conversion
feature and had not yet converted to an adjustable rate.

Non-real estate loans are secured by consumer goods, automobiles, or other personal property or are
unsecured, and are generally fixed-rate, fixed-term loans with maximum original terms of 60 months. We
also offer unsecured lines of credit to customers that meet the criteria in our credit risk policies.

We purchase retail sales contracts and provide revolving retail sales financing services arising from the
retail sale of consumer goods and services by retail merchants. We also purchased private label
receivables originated by AIG Federal Savings Bank (AIG Bank), a subsidiary of AIG, under a
participation agreement which we terminated on September 30, 2010. Retail sales contracts are closed-
end accounts that represent a single purchase transaction. Revolving retail and private label are open-end
accounts that can be used for financing repeated purchases from the same merchant. Retail sales contracts
are secured by the real property or personal property designated in the contract and generally have
maximum original terms of 60 months. Revolving retail and private label are secured by the goods
purchased and generally require minimum monthly payments based on the amount financed calculated
after the most recent purchase or outstanding balances. We refer to retail sales contracts, revolving retail,
and private label collectively as “retail sales finance”.

We offer credit life, credit accident and health, credit related property and casualty, credit involuntary
unemployment, and non-credit insurance and ancillary products to all eligible branch customers.
Insurance companies (including subsidiaries of AIG) and/or financial services companies issue these
products which we describe under “Insurance Business Segment”.
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Customer Development. We solicit finance receivable customers through a variety of channels including
mail, E-commerce, and telephone calls.

We solicit new prospects, as well as current and former customers, through a variety of mail offers. Our
data warehouse is a central, proprietary source of information regarding current and former customers.
We use this information to tailor offers to specific customer segments. In addition to internal data, we
purchase prospect lists from major list vendors based on predetermined selection criteria. Mail
solicitations include invitations to apply and guaranteed loan offers.

E-commerce provides another source of new customers. Our website includes a brief, user-friendly credit
application that, upon completion, is automatically routed to the branch office nearest the consumer. We
have established E-commerce relationships with a variety of search engines to bring prospects to our
website. Our website also has a branch office locator feature so potential customers can readily find the
branch office nearest to them and can contact branch personnel directly.

New customer relationships also begin through our alliances with approximately 270 retail merchants
across the United States. After a customer utilizes the merchant’s retail sales financing option, we may
purchase that retail sales finance obligation. We then contact the customer using various marketing
methods to invite the customer to discuss his or her overall credit needs with our consumer lending
specialists. Any resulting loan may pay off the customer’s retail sales finance obligation and consolidate
his or her debts with other creditors, if permitted. During 2010, our active retail merchants declined from
300 to 270, reflecting the suspension of dealer operating agreements. During 2009, our active retail
merchant relationships declined from 21,500 to 300, reflecting the suspension of dealer operating
agreements. Dealer operating agreements suspended in 2010 and 2009 may be reactivated in the future.

Our consumer lending specialists, who, where required, are licensed to offer insurance and ancillary
products, explain our credit and non-credit insurance and ancillary products to the customer. The
customer then determines whether to purchase any of these products.

Traditionally, our growth strategy has been to supplement our solicitation of customers through mail, E-
commerce, and retail sales financing activities with portfolio acquisitions. These acquisitions included
real estate loans, non-real estate loans, and retail sales finance receivables originated by other lenders
whose customers met our credit quality standards and profitability objectives. Our branch and field
operations management also sought sources of potential portfolio acquisitions. However, with our current
limited funding sources, we are not pursuing such acquisition opportunities.

Account Servicing. Establishing and maintaining customer relationships is very important to us. Branch
personnel contact our real estate loan, non-real estate loan, and retail sales finance customers through
solicitation or collection phone calls to assess customers’ current financial situations to determine if they
desire additional funds. Centralized support operations personnel contact our retail sales finance
customers through solicitation or collection calls. Solicitation and collection efforts are opportunities to
help our customers solve their temporary financial problems and to maintain our customer relationships.

See Note 2 of the Notes to Consolidated Financial Statements in Item 8 for our Troubled Debt
Restructuring (TDR) policy, charge-off policy, and policies regarding delinquent accounts. If recovery
efforts are feasible, we transfer charged-off accounts to our centralized charge-off recovery operation for
ultimate disposition.
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Selected Financial Information. Amount, number, and average size of total net finance receivables
originated and renewed and amount and number of total net finance receivables (transferred/sold)
transferred back/purchased, in each case, by type for the branch business segment (which are reported on
a historical basis of accounting) were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Branch originated and renewed
Amount (in thousands):
Real estate loans $ 8,316 $ 121,347 $ 281,430 $1,567,707
Non-real estate loans 186,025 1,947,261 2,051,461 3,297,232
Retail sales finance 7,088 77,913 687,880 2,198,932
Total $201,429 $2,146,521 $3,020,771 $7,063,871
Number:
Real estate loans 68 1,203 3,959 24,791
Non-real estate loans 55,329 533,827 524,264 730,334
Retail sales finance 2,495 23,649 214,338 764,868
Total 57,892 558,679 742,561 1,519,993
Average size (to nearest dollar):
Real estate loans $122,294 $100,870 $71,086 $63,237
Non-real estate loans 3,362 3,648 3,913 4,515
Retail sales finance 2,840 3,295 3,209 2,875
Branch net (transferred/sold) transferred
back/purchased
Amount (in thousands):
Real estate loans $ - $194,931 $(277,246) $1,018,888
Non-real estate loans - - - 289,771
Retail sales finance - - 470 167,353
Total $ - $194,931 $(276,776) $1,476,012
Number:
Real estate loans - 2,529 (3,614) 17,886
Non-real estate loans - - - 80,951
Retail sales finance - - 69 30,083
Total - 2,529 (3,545) 128,920

In June 2010, we transferred $190.4 million of branch real estate loans at the lower of cost or fair value
from finance receivables held for sale back to finance receivables held for investment due to
management’s intent to hold these finance receivables for the foreseeable future. As of December 31,
2010, management has both the intent and ability to hold the remainder of the finance receivable portfolio
for the foreseeable future.

During 2009, we transferred $278.2 million of branch segment real estate loans from finance receivables
held for investment to finance receivables held for sale due to management’s intent to no longer hold
these finance receivables for the foreseeable future. In 2009, we sold $60.6 million of branch segment
finance receivables held for sale.
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Amount, number, and average size of net finance receivables by type for the branch business segment
(which are reported on a historical basis of accounting) were as follows:

Successor Predecessor
Company Company
December 31, December 31, December 31,
2010 2009 2008
Branch net finance receivables
Amount (in thousands):
Real estate loans $ 7,291,091 $ 7,980,604 $ 9,248,523
Non-real estate loans 2,728,114 3,186,577 4,030,670
Retail sales finance 538,366 1,130,155 2,211,309
Total $10,557,571 $12,297,336 $15,490,502
Number:
Real estate loans 136,022 149,335 170,543
Non-real estate loans 776,696 843,258 978,062
Retail sales finance 188,985 436,435 899,877
Total 1,101,703 1,429,028 2,048,482
Average size (to nearest dollar):
Real estate loans $53,602 $53,441 $54,230
Non-real estate loans 3,512 3,779 4,121
Retail sales finance 2,849 2,590 2,457
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Selected financial data for the branch business segment (which are reported on a historical basis of
accounting) were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
2010 2010 2009 2008
Branch yield:
Real estate loans 8.94% 9.00% 9.41% 10.19%
Non-real estate loans 22.09 21.71 20.44 20.20
Retail sales finance 14.12 14.61 12.11 11.08
Total 12.60 12.64 12.56 12.95
Branch charge-off ratio:
Real estate loans 4.24% 3.29% 3.36% 1.73%
Non-real estate loans 5.75 6.15 8.31 5.94
Retail sales finance 12.62 9.41 5.60 3.35
Total 5.07 4.46 4,91 3.07
Branch delinquency ratio:
Real estate loans 6.03% N/A* 7.52% 5.29%
Non-real estate loans 3.84 N/A 5.05 5.47
Retail sales finance 5.01 N/A 5.78 3.27
Total 5.38 N/A 6.68 5.04

*  Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

Centralized Real Estate Business Segment

The centralized real estate business segment includes generally non-conforming residential real estate
loans that were originated or purchased through distribution channels other than our branches. MorEquity,
Inc. (MorEquity) and WFI are included in this segment. Real estate loans in our centralized real estate
business segment have typically had higher credit quality than the real estate loans originated by our
branch business segment and are thereby cost-effectively serviced centrally. Our centralized real estate
customers are generally described as either prime or near-prime, but for reasons such as elevated debt-to-
income ratios, lack of income stability, the level of income disclosure and verification required for a
conforming mortgage, as well as credit repayment history or similar measurements, or convenience, they
have applied for a non-conforming mortgage. The distribution channels have included direct lending to
customers and portfolio acquisitions from third-party lenders. However, with our current limited funding
sources, we are not pursuing originations or acquisitions. At December 31, 2010, the centralized real
estate business segment had approximately 90 employees.
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Structure and Responsibilities. During 2010, our centralized real estate business segment originated
$3.2 million of real estate loans, as we continued to limit our new lending while focusing on liquidity.
Historically, WFI originated non-conforming residential real estate loans and sold those loans to investors
with servicing released to the purchaser. Effective June 17, 2008, WFI ceased its wholesale originations
(originations through mortgage brokers) but continued its retail originations (originations directly with
consumers) at a substantially reduced level. Currently, WFI’s limited loan origination activity relates only
to the financial remediation program discussed in Note 4 of the Notes to Consolidated Financial
Statements in Item 8.

Products and Services. Real estate loans are secured by first or second mortgages on residential real
estate and are generally considered non-conforming. At December 31, 2010, less than 1% of our
centralized real estate loans were second mortgages. Real estate loans generally have maximum original
terms of 360 months but we also have offered loans with maximum original terms of 480 months and 600
months, some of which require a balloon payment at the end of 360 months. Our real estate loans do not
contain any borrower payment options that allow the loan principal balance to increase through negative
loan amortization. At December 31, 2010, 4% of our centralized real estate loans were adjustable-rate
mortgages, some of which contain a fixed-rate for the first 24, 36, 48, or 60 months and then convert to an
adjustable-rate for the remainder of the 360 months. At December 31, 2010, $13.6 million (less than 1%)
of our total centralized real estate business segment loans outstanding had this conversion feature and had
not yet converted to an adjustable rate.

At December 31, 2010, MorEquity had $640.2 million of interest only real estate loans. Our underwriting
criteria for interest only loans included borrower qualification on a fully amortizing payment basis and
excluded investment properties. At December 31, 2010, MorEquity also had $703.2 million of real estate
loans that amortize over 480 months or 600 months, some of which require a balloon payment at the end
of 360 months.

Historically, MorEquity originated non-conforming residential real estate loans primarily through
refinancing loans with existing customers and, to a lesser extent, through mail solicitations.

From a centralized location, MorEquity serviced approximately 24,000 real estate loans totaling $4.4
billion at December 31, 2010. At December 31, 2010, approximately 9,000 of MorEquity’s loans totaling
$1.6 billion were serviced by a third party in conjunction with the 2009 securitization of these real estate
loans. These real estate loans were generated through:

portfolio acquisitions from third-party lenders;
our mortgage origination subsidiaries;
refinancing existing mortgages;

advances on home equity lines of credit; or
correspondent relationships.

Effective February 1, 2011, Nationstar Mortgage LLC (Nationstar), a non-subsidiary affiliate of SLFC,
began subservicing the centralized real estate loans of MorEquity and two other subsidiaries of SLFC. In
addition, Nationstar began subservicing certain real estate loans that MorEquity had been servicing in
conjunction with the 2006 and 2010 securitization of these real estate loans, which we describe under
“Sources of Funds”. See Note 33 of the Notes to Consolidated Financial Statements in Item 8 for further
information on these subservicing agreements.
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Item 1. Continued

Selected Financial Information. Selected financial data for the centralized real estate business segment’s
real estate loans (which are reported on a historical basis of accounting) were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months  Ator for the At or for the
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
2010 2010 2009 2008
Centralized real estate net finance receivables
originated and renewed:
Amount (in thousands) $ 302 $ 2937 $ 7,455 $ 100,785
Number - 3 37 458
Average size (to nearest dollar) N/M (a) N/M $ 201,486 $ 220,055
Centralized real estate net finance receivables
net (transferred/sold) transferred back/purchased:
Amount (in thousands) $ = $465,634 $(1,555,805) $ (887,323)
Number - 2,692 (8,338) (4,290)
Centralized real estate net finance receivables:
Amount (in thousands) $6,045,742 N/A (b) $ 6,414,674 $9,020,042
Number 32,337 N/A 33,471 46,734
Average size (to nearest dollar) $ 186,961 N/A $ 191,649 $ 193,008
Centralized real estate yield 5.84% 5.81% 5.78% 6.14%
Centralized real estate charge-off ratio 1.98% 2.14% 2.16% 0.64%
Centralized real estate delinquency ratio 8.67% N/A 8.40% 4.93%

(@) Not meaningful. The amount originated and renewed includes additional advances made on revolving accounts,
while the loan count is included only when the original loan is made (not as each advance is made).

(b) Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

In February 2010, we transferred $170.7 million of centralized real estate segment real estate loans at the
lower of cost or fair value from finance receivables held for sale back to finance receivables held for
investment in preparation for an on-balance sheet securitization that was completed in March 2010. In
June 2010, we transferred $294.5 million of centralized real estate segment real estate loans at the lower
of cost or fair value from finance receivables held for sale back to finance receivables held for investment
due to management’s intent to hold these finance receivables for the foreseeable future. As of December
31, 2010, management has both the intent and ability to hold the remainder of the finance receivable
portfolio for the foreseeable future.

During 2009, we transferred $1.6 billion of centralized real estate segment real estate loans from finance
receivables held for investment to finance receivables held for sale due to management’s intent to no
longer hold these finance receivables for the foreseeable future. In 2009, we sold $1.9 billion of
centralized real estate segment finance receivables held for sale.

In December 2008, we transferred $972.5 million of centralized real estate segment real estate loans from
finance receivables held for investment to finance receivables held for sale due to management’s intent to
no longer hold these finance receivables for the foreseeable future.
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Selected financial data for the centralized real estate business segment’s finance receivables held for sale
(which are reported on a historical basis of accounting) were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months  Ator for the At or for the
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
(dollars in thousands) 2010 2010 2009 2008
Finance receivables held for sale - N/A* $ 491,058 $960,432
Origination of finance receivables held for sale - - 4,864 140,211
Sales and principal collections of finance receivables
held for sale - 25,867 1,933,423 352,455

*  Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

See Note 2 of the Notes to Consolidated Financial Statements in Item 8 for our TDR policy, charge-off
policy, and policies regarding delinquent accounts. If recovery efforts are feasible, we transfer charged-
off accounts to our centralized charge-off recovery operation for ultimate disposition.

See Note 29 of the Notes to Consolidated Financial Statements in Item 8 for further information on the
Company’s centralized real estate business segment.

Insurance Business Segment

The insurance business segment markets its products to eligible branch customers. We invest cash
generated from operations in investment securities, commercial mortgage loans, investment real estate,
and policy loans and also use it to pay dividends. The 80 employees of the insurance business segment
have numerous underwriting, compliance, and service responsibilities for the insurance companies and
also provide services to the branch and centralized real estate business segments.

Structure and Responsibilities. Merit is a life and health insurance company domiciled in Indiana and
licensed in 46 states, the District of Columbia, and the U.S. Virgin Islands. Merit writes or reinsures
credit life, credit accident and health, and non-credit insurance.

Yosemite is a property and casualty insurance company domiciled in Indiana and licensed in 46 states.

Yosemite writes or reinsures credit-related property and casualty and credit involuntary unemployment
insurance.
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Products and Services. Our credit life insurance policies insure the life of the borrower in an amount
typically equal to the unpaid balance of the finance receivable and provide for payment in full to the
lender of the finance receivable in the event of the borrower’s death. Our credit accident and health
insurance policies provide, to the lender, payment of the installments on the finance receivable coming
due during a period of the borrower’s disability due to illness or injury. Our credit-related property and
casualty insurance policies are written to protect the lender’s interest in property pledged as collateral for
the finance receivable. Our credit involuntary unemployment insurance policies provide, to the lender,
payment of the installments on the finance receivable coming due during a period of the borrower’s
involuntary unemployment. The borrower’s purchase of credit life, credit accident and health, credit-
related property and casualty, or credit involuntary unemployment insurance is voluntary with the
exception of lender-placed property damage coverage for property pledged as collateral. In these
instances, our branch or centralized real estate business segment personnel obtain property damage
coverage through Yosemite either on a direct or reinsured basis under the terms of the lending agreement
if the borrower does not provide evidence of coverage with another insurance carrier. Non-credit
insurance policies are primarily traditional life level term policies. The purchase of this coverage is also
voluntary.

The ancillary products we offer are home security and auto security membership plans and home
warranty service contracts of unaffiliated companies. These products are generally not considered to be
insurance policies. Our insurance business segment has no risk of loss on these products. The unaffiliated
companies providing these membership plans and service contracts are responsible for any required
reimbursement to the customer on these products.

Customers usually either pay premiums for insurance products monthly with their finance receivable
payment or finance the premiums and contract fees for ancillary products as part of the finance
receivable, but they may pay the premiums and contract fees in cash to the insurer or financial services
company. We do not offer single premium credit insurance products to our real estate loan customers.

Reinsurance. Merit and Yosemite enter into reinsurance agreements with other insurers, including
subsidiaries of AIG, for reinsurance of various non-credit life, group annuity, credit life, credit accident
and health, credit-related property and casualty, and credit involuntary unemployment insurance where
our insurance subsidiaries reinsure the risk of loss. The reserves for this business fluctuate over time and
in some instances are subject to recapture by the insurer. Yosemite also reinsures risks associated with a
closed block of excess and surplus lines dating back to the 1970s. At December 31, 2010, reserves on the
books of Merit and Yosemite for reinsurance agreements totaled $83.2 million.

Investments. We invest cash generated by our insurance business segment primarily in bonds. We invest
in, but are not limited to, the following:

bonds;

commercial mortgage loans;
short-term investments;
limited partnerships;
preferred stock;

investment real estate;
policy loans; and

common stock.
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Prior to January 1, 2011, other AIG subsidiaries managed substantially all of our insurance business
segment’s investments on our behalf, under the supervision and control of our investment committee.
Effective January 1, 2011, these investments are managed by a third party on our behalf, under the
supervision and control of our investment committee.

Selected Financial Information. Selected financial data for the insurance business segment (which are
reported on a historical basis of accounting) were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months  Ator for the  Ator for the
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
(dollars in thousands) 2010 2010 2009 2008
Life insurance in force:
Credit $1,887,470 N/A* $2,166,654 $2,666,569
Non-credit 1,432,931 N/A 1,591,660 1,884,892
Total $3,320,401 N/A $3,758,314 $4,551,461
Investments:
Investment securities $ 745,846 N/A $ 733,263 $ 696,338
Commercial mortgage loans 120,093 N/A 139,284 143,874
Policy loans 1,497 N/A 1,612 1,593
Investment real estate 39 N/A 48 58
Total $ 867,475 N/A $ 874,207 $ 841,863
Premiums earned $ 11,259 $ 113,024 $ 136,281 $ 155,484
Premiums written $ 10,832 $ 101,758 $ 108,556 $ 150,004
Insurance losses and loss adjustment expenses $ 4,692 $ 43,576 $ 61,410 $ 69,992

*  Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

See Note 29 of the Notes to Consolidated Financial Statements in Item 8 for further information on the
Company’s insurance business segment.

CREDIT RISK MANAGEMENT

A risk in all consumer lending and retail sales financing transactions is the customer’s unwillingness or
inability to repay obligations. Unwillingness to repay is usually evidenced in a consumer’s historical
credit repayment record. Declines in residential real estate values also may reduce a customer’s
willingness to repay his or her mortgage. An inability to repay usually results from lower income due to
unemployment or underemployment, major medical expenses, or divorce. The risk of inability to repay
intensifies when economic conditions deteriorate. Occasionally, these events can be so economically
severe that the customer files for bankruptcy. Because we evaluate credit applications with a view toward
ability to repay, our customer’s inability to repay occurs after our initial credit evaluation and funding of
an outstanding finance receivable. See Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Overview and Outlook in Item 7 for significant economic conditions relevant
to the Company.
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In our branch business segment, we use credit risk scoring models at the time of credit application to
assess our risk of the applicant’s unwillingness or inability to repay. We develop these models using
numerous factors, including past customer credit repayment experience, and periodically revalidate these
models based on recent portfolio performance. We use different credit risk scoring models for different
types of real estate loan, non-real estate loan, and retail sales finance products. We extend credit to those
customers who fit our risk guidelines as determined by these models or, in some cases, manual
underwriting. Price and size of the loan or retail sales finance transaction are in relation to the estimated
credit risk we assume.

In our centralized real estate business segment, MorEquity originated real estate loans according to
established underwriting criteria. We performed due diligence investigations on all portfolio acquisitions,
including re-underwriting of the individual real estate loans by our own personnel.

See Notes 6 and 8 of the Notes to Consolidated Financial Statements in Item 8 for additional disclosures
relating to our credit quality. See Note 19 of the Notes to Consolidated Financial Statements in Item 8 for
a discussion of derivative counterparty credit risk management.

OPERATIONAL CONTROLS

We control and monitor our branch and centralized real estate business segments through a variety of
methods including the following:

e Our operational policies and procedures standardize various aspects of lending, collections,
and business development processes.

e Our branch finance receivable systems control amounts, rates, terms, and fees of our
customers’ accounts; create loan documents specific to the state in which the branch operates;
and control cash receipts and disbursements.

e Our headquarters accounting personnel reconcile bank accounts, investigate discrepancies,
and resolve differences.

e Our credit risk management system reports are used by various personnel to compare branch
lending and collection activities with predetermined parameters.

e Our executive information system is available to headquarters and field operations
management to review the status of activity through the close of business of the prior day.

e Our branch field operations management structure is designed to control a large,
decentralized organization with succeeding levels of supervision staffed with more
experienced personnel.

e Our field operations compensation plan aligns the operating activities and goals with
corporate strategies by basing the incentive portion of field personnel compensation on
profitability and credit quality.

o Effective December 1, 2010, our internal audit department audits the Company for adherence
to operational policy and procedure and compliance with federal and state law and regulation.
Prior to the FCFI Transaction on November 30, 2010, AIG’s internal audit department
audited the Company for operational policy and procedure and state law and regulation
compliance.

e As a result of the FCFI Transaction, our Board of Directors functions as the Audit
Committee.
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CENTRALIZED SUPPORT

We continually seek to identify functions that could be more effective if centralized to achieve reduced
costs or free our branch lending specialists to service our customers and market our products. Our
centralized operational functions support the following:

mail and telephone solicitations;

payment processing;

real estate loan approvals;

foreclosure and real estate owned processing;

collateral protection insurance tracking;

retail sales finance approvals;

revolving retail and private label processing and collections;
merchant services; and

charge-off recovery operations.

SOURCES OF FUNDS
We have funded our branch and centralized real estate business segments using the following sources:

cash flows from operations;

issuances of long-term debt in domestic and foreign markets;
short-term borrowings in the commercial paper market;
borrowings from banks under credit facilities;

sales of finance receivables;

securitizations; and

capital contributions from our former indirect parent.

Due to the significant disruption in the U.S. residential mortgage and credit markets, AIG’s liquidity
issues, and our reduced liquidity, we borrowed all available commitments under our primary credit
facilities during September 2008. In addition, SLFC borrowed funds from AIG Funding, Inc. (AIG
Funding) in 2008 under a demand note agreement, which was subsequently repaid. We anticipate that our
primary sources of funds to support operations and repay obligations will be finance receivable
collections from operations, securitizations, funding from additional term loans or potential unsecured
debt offerings, and portfolio sales. It is uncertain how the FCFI Transaction will impact SLFC’s funding
capabilities.

As part of our efforts to support our liquidity from sources other than our traditional capital market
sources, we arranged for a five-year term loan in April 2010, completed on-balance sheet securitizations
in March 2010 and July 2009, sold certain finance receivables, obtained a capital contribution from our
former indirect parent, and received dividends from subsidiaries, all as described below.

In April 2010, Springleaf Financial Funding Company (formerly AGFS Funding Company), a wholly
owned subsidiary of SLFC, entered into and fully drew down a $3.0 billion, five-year term loan pursuant
to a Credit Agreement among Springleaf Financial Funding Company, SLFC, and most of the consumer
finance operating subsidiaries of SLFC (collectively, the Subsidiary Guarantors), and a syndicate of
lenders, various agents, and Bank of America, N.A, as administrative agent. Any portion of the term loan
that is repaid (whether at or prior to maturity) will permanently reduce the principal amount outstanding
and may not be reborrowed.
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In March 2010, we completed an on-balance sheet securitization transaction which included the sale of
approximately $1.0 billion of our centralized real estate loans to a wholly-owned consolidated special
purpose vehicle, Sixth Street Funding LLC (Sixth Street), which concurrently formed a trust to issue trust
certificates totaling $716.9 million in initial principal balance to Sixth Street in exchange for the loans. In
connection with the securitization, Sixth Street sold to a third party $501.3 million of senior certificates
with a 5.15% coupon. Sixth Street received cash proceeds, including accrued interest after the sales
discount but before expenses, of $503.3 million and retained subordinated and residual interest trust
certificates. As a result of the combination of over-collateralization and the initially retained subordinated
and residual interest trust certificates, we received a subordinated economic interest in approximately
50% of the assets transferred.

In July 2009, we completed an on-balance sheet securitization which included the sale of approximately
$1.9 billion of our centralized real estate loans to a wholly-owned consolidated special purpose vehicle,
Third Street Funding LLC (Third Street), that concurrently formed a trust to issue tranches of notes
totaling $1.6 billion in initial principal balance of trust certificates to Third Street in exchange for the
loans. In connection with the securitization, Third Street sold at a discount $1.2 billion of senior
certificates with a 5.75% coupon to a third party. Third Street received cash proceeds, including accrued
interest after the sales discount but before expenses, of $967.3 million, and retained subordinated and
residual interest trust certificates.

We have also sold finance receivables as an alternative funding source. During 2009, we transferred $1.9
billion of our branch and centralized real estate finance receivables from finance receivables held for
investment to finance receivables held for sale due to management’s intent to no longer hold these finance
receivables for the foreseeable future. In 2009, we sold $1.9 billion of our centralized real estate finance
receivables held for sale.

During March 2009, AIG caused SLFC to receive a $600.0 million capital contribution. Subject to
insurance regulations, we also have the ability to receive dividends from our insurance subsidiaries. SLFC
received $466.0 million of dividends from its insurance subsidiaries during 2008 and $200.0 million of
dividends during 2009. The majority of these insurance subsidiary dividends exceeded insurance
company ordinary dividend levels and required regulatory approval before they could be paid. There can
be no assurance that any regulatory approvals for future dividends exceeding ordinary dividend levels will
be obtained.
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REGULATION
Branch and Centralized Real Estate

Federal Laws. Various federal laws and regulations govern our branch and centralized real estate
business segments including:

o the Equal Credit Opportunity Act (prohibits discrimination against creditworthy applicants)
and Federal Reserve Board Regulation B, which implements that Act;

o the Fair Credit Reporting Act (governs the accuracy and use of credit bureau reports);

e the Truth in Lending Act (governs disclosure of applicable charges and other finance
receivable terms) and Federal Reserve Board Regulation Z, which implements that Act;

e the Fair Debt Collection Practices Act;

o the Fair Housing Act (prohibits discrimination in housing lending);

o the Real Estate Settlement Procedures Act and the Department of Housing and Urban
Development’s Regulation X (both of which regulate the making and servicing of certain
loans secured by real estate);

e the Home Mortgage Disclosure Act (HMDA) and Federal Reserve Board Regulation C,
which implements that Act;

o the Secure and Fair Enforcement for Mortgage Licensing Act of 2008 (SAFE Act);

o the Gramm-Leach-Bliley Act (governs the handling of personal financial information) and
Federal Reserve Board Regulation P, which implements that Act; and

e the Federal Trade Commission Act.

In many states, federal law preempts state law restrictions on interest rates and points and fees for first
lien residential mortgage loans (but not on other types of loans). The federal Alternative Mortgage
Transactions Parity Act preempts certain state law restrictions on variable rate loans in many states. We
make residential mortgage loans under this and other federal laws. Federal laws also govern our practices
and disclosures when dealing with consumer or customer information.

In third quarter 2009, MorEquity entered into a Commitment to Purchase Financial Instrument and
Servicer Participation Agreement (the Agreement) with the Federal National Mortgage Association as
financial agent for the United States Department of the Treasury, which provides for participation in the
Home Affordable Modification Program (HAMP). MorEquity entered into the Agreement as the servicer
with respect to our centralized real estate finance receivables, with an effective date of September 1,
2009. As of December 31, 2010, MorEquity had completed 1,150 HAMP modifications and 210 trial
HAMP modifications were in process. On February 1, 2011, MorEquity entered into Subservicing
Agreements for the servicing of its centralized real estate finance receivables with Nationstar Mortgage
LLC. In light of the subservicing transfer and the fact that MorEquity no longer is servicing loans, it has
requested that the Agreement be terminated. “Eligible Loans” subserviced by Nationstar Mortgage LLC
would still be subject to HAMP.

Other subsidiaries of the Company have not entered into HAMP but operate a proprietary loan
modification/loss mitigation program. The branch operations had been preparing to enter the HAMP, as
required by an agreement between the United States Department of the Treasury and AlG, our former
indirect parent, but now that we no longer are wholly owned by AIG, this obligation does not apply.
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On July 21, 2010, the President of the United States signed into law the Dodd-Frank Wall Street Reform
and Consumer Protection Act (the Dodd-Frank Act). This law, and the regulations to be promulgated
under it, is likely to affect our operations in terms of increased oversight of financial services products by
the newly-created Bureau of Consumer Financial Protection (the Bureau) and the imposition of
restrictions on the terms of certain loans. The Bureau will have significant authority to implement and
enforce Federal consumer financial laws, including the new protections established in the Dodd-Frank
Act, as well as the authority to identify and prohibit unfair and deceptive acts and practices. In addition,
the Bureau will have broad supervisory, examination and enforcement authority over certain consumer
products, such as mortgage lending. The Dodd-Frank Act also restricts certain terms for mortgage loans,
such as loan fees, prepayment fees and other charges, and imposes certain duties on a lender to ensure that
a borrower can afford to repay the loan. Going forward, securitizations of loan portfolios may be subject
to certain restrictions and additional requirements under the Dodd-Frank Act, including requirements that
the originator retain at least 5% of the credit risk of the securities sold and the reporting of buyback
requests from investors. The law and accompanying regulations will be phased in over a one to three year
period.

It is not possible to estimate the precise effect of the Dodd-Frank Act on our operations at this time
because the law requires extensive rule-making, which will take up to three years to complete and
implement.

State Laws. Various state laws and regulations also govern our branch and centralized lending
operations. Many states have laws that are similar to the federal laws referred to above. While federal law
preempts state law in the event of certain conflicts, in the absence of conflicts compliance with state laws
and regulations is still required.

Many states also have laws and regulations that regulate consumer lending. The degree and nature of such
regulation vary from state to state. These additional state laws and regulations, under which we conduct a
substantial amount of our business, generally:

o provide for state licensing and periodic examination of lenders and loan originators, including
state laws adopted or amended to comply with licensing requirements of the federal SAFE
Act (which requires licensing of individuals who perform real estate loan originations and, in
some states, real estate loan modifications);

e require the quarterly filing of certain reports with regulators beginning in 2011,

e impose maximum term, amount, interest rate, and other charge limitations;

e regulate whether and under what circumstances we may offer insurance and other ancillary
products in connection with a lending transaction; and

e provide for additional consumer protections.

There is a clear trend of increased regulation (such as the new federal and state mandates resulting from
the SAFE Act requiring the licensing of all individuals who originate mortgage loans), as well as more
detailed reporting (such as the quarterly reports resulting from the SAFE Act), more detailed
examinations, and coordination of examinations among the states.

Prospective Lending Legislation. The U.S. government and a number of states, counties, and cities have
enacted or may be considering, laws, regulations, or rules that restrict the credit terms or other aspects of
residential mortgage loans that are typically described as “high cost mortgage loans” or “higher-priced
mortgage loans”. These laws or regulations, if adopted, may limit or restrict the terms of covered loan

22



Item 1. Continued

transactions and may also impose specific statutory liabilities in cases of non-compliance. Additionally,
some of these laws may restrict other business activities of the Company and its affiliates.

Insurance

State authorities regulate and supervise our insurance business segment. The extent of such regulation
varies by product and by state, but relates primarily to the following:

licensing;

conduct of business, including marketing and sales practices;

periodic financial and market conduct examination of the affairs of insurers;
form and content of required financial reports;

standards of solvency;

limitations on the payment of dividends and other affiliate transactions;
types of products offered;

approval of policy forms and premium rates;

permissible investments;

reserve requirements for unearned premiums, losses, and other purposes; and
claims processing.

Every state in which we operate regulates credit insurance premium rates and premium refund
calculations.

International Regulation
In the United Kingdom, the Financial Services Authority (FSA) regulates first mortgage residential real
estate loans and insurance products. The FSA is an independent non-governmental body given statutory
powers by the Financial Services and Markets Act 2000. The Consumer Credit Act 2006, which amends
the Consumer Credit Act 1974, regulates second mortgage residential real estate loans and consumer
loans.

COMPETITION
Branch and Centralized Real Estate
The consumer finance industry is competitive due to the large number of companies offering financial
products and services and the sophistication of those products. We compete with other consumer finance
companies as well as other types of financial institutions that offer similar products and services.
Insurance
Our insurance business segment supplements our branch business segment. We believe that our insurance

companies’ abilities to market insurance products through our distribution systems provide a competitive
advantage.
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International Competition

Ocean Finance and Mortgages Limited (Ocean), our United Kingdom subsidiary, competes with other
credit intermediaries, many of which are national in scope rather than regional. These credit
intermediaries compete on service and quality of products offered. Ocean also competes with various real
estate loan lenders which advertise for direct lending to customers.
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Item 1A. Risk Factors.

We face a variety of risks that are inherent in our business. Accordingly, you should carefully consider
the following discussion of risks in addition to the other information regarding our business provided in
this report. These risks are subject to contingencies which may or may not occur, and we are not able to
express a view on the likelihood of any such contingency occurring. New risks may emerge at any time,
and we cannot predict those risks or estimate the extent to which they may affect our business or financial
performance.

An inability to access adequate sources of liquidity may adversely affect our ability to fund
operational requirements and satisfy financial obligations.

Our ability to access capital and credit was significantly affected by the significant disruption in the U.S.
residential mortgage and credit markets and credit rating downgrades on our debt. Historically, we funded
our operations and repaid our obligations using funds collected from our finance receivable portfolio and
new debt issuances. Since September 2008, our traditional borrowing sources, including our ability to
cost effectively issue large amounts of unsecured debt in the capital markets, have not been available. We
currently expect our near-term sources of funding to be far more limited than those that have been
available to us during the past several years. Management has limited liquidity risks by pursuing non-
traditional funding sources and limiting our lending activities and operating expenses. While we
anticipate, based on our estimates and after consideration of the risks and uncertainties described in
Management’s Discussion and Analysis of Financial Condition and Results of Operations — Going
Concern Considerations in Item 7, that our existing and alternative sources of funds will be sufficient to
meet our debt and other obligations, we cannot provide any assurance that this will be the case in the long
term. Failure to gain access to adequate capital and credit sources could have a material adverse effect on
our financial position, results of operations, and cash flows. It is uncertain how the FCFI Transaction will
impact SLFC’s financing capabilities.

Our consolidated results of operations and financial condition have been adversely affected by
economic conditions and other factors, including difficult conditions for U.S. employment and the
residential real estate market, and we do not expect these conditions to significantly improve in
the near future.

Our actual consolidated results of operations or financial condition may differ from the consolidated
results of operations or financial condition that we anticipate or that we achieved in the past. We believe
that generally the factors affecting our consolidated results of operations or financial condition relate to:
general economic conditions, such as unemployment levels, housing markets, and interest rates; our
ability to successfully underwrite lending risk; our ability to cost-effectively access the capital markets to
support our business; fluctuations in the demand for our products and services and the effectiveness of our
distribution channels; and natural or other events and catastrophes that affect our customers, collateral,
and branches or other operating facilities.

In 2008, the U.S. residential real estate markets and credit markets experienced significant disruption as
housing prices generally declined, unemployment increased, consumer delinquencies increased, and
credit availability contracted and became more expensive for consumers and many financial institutions.
Decreased property values that accompany a market downturn can reduce a borrower’s ability to
refinance his or her mortgage, as well as increase the loan-to-value (LTV) ratios of our real estate loans.
Defaults by borrowers on real estate loans could cause losses to us, could lead to increased claims relating
to non-prime or sub-prime mortgage origination practices, and could encourage increased or changing
regulation. Any increased or changing regulation could limit the availability of, or require changes in, the
terms of certain real estate loan products and could also require us to devote additional resources to
comply with that regulation.
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The market developments discussed above have significantly impacted our operating results. The
continuation or worsening of these conditions could further adversely affect our business and results of
operations. See Management’s Discussion and Analysis of Financial Condition and Results of Operations
— Forward-Looking Statements in Item 7 for a more detailed list of factors which could cause our
consolidated results of operations or financial condition to differ, possibly materially, from the
consolidated results of operations or financial condition that we anticipate.

The assessment of our liquidity is based upon significant judgments or estimates that could prove to
be materially incorrect.

In assessing our current financial position and developing operating plans for the future, management has
made significant judgments and estimates with respect to the potential financial and liquidity effects of
our risks and uncertainties, including but not limited to:

e the amount of cash expected to be received from our finance receivable portfolio through
collections (including prepayments) and receipt of finance charges, which could be materially
different than our estimates;

o the potential for declining financial flexibility and reduced income should we use more of our
assets for securitizations and portfolio sales;

e reduced income due to the possible deterioration of the credit quality of our finance receivable
portfolios;

e our ability to complete on favorable terms, as needed, additional borrowings, securitizations,
portfolio sales, or other transactions to support liquidity, and the costs associated with these
funding sources, including sales at less than carrying value and limits on the types of assets that
can be securitized or sold, which would affect profitability;
our ability to comply with our debt covenants;

e our access to unsecured debt markets and other sources of funding, and the potential increased
cost of funding sources as compared to historic borrowing rates;

e adverse credit ratings actions on our debt;

e potential costs for our United Kingdom subsidiaries resulting from the retroactive imposition of
guidelines by the United Kingdom Financial Services Authority for sales of payment protection
insurance, including possible refunds to customers;

o the potential for increased costs related to our foreclosure practices and procedures as a result of
heightened nationwide regulatory scrutiny of foreclosure practices in the industry generally;

o potential liability relating to real estate loans which we have sold or securitized if it is determined
that there was a breach of a warranty made in connection with the transaction;

o the potential for additional unforeseen cash demands or accelerations of obligations;

e reduced income due to loan modifications where the borrower’s interest rate is reduced, principal
payments are deferred, or other concessions are made;

o the potential for declines in bond and equity markets;
the potential effect on us if the capital levels of our regulated and unregulated subsidiaries prove
inadequate to support current business plans;

o the potential loss of key personnel; and

o the undetermined effects of the FCFI Transaction, including the availability of support from our
new ownership and the effect of any changes to our operations, capitalization, and business
strategies.
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Item 1A. Continued

In our going concern assessment, we assumed that there will be no support required from FCFI and no
material change in our recent liquidity sources and capitalization management. We intend to support our
liquidity position by managing originations and purchases of finance receivables and maintaining
disciplined underwriting standards and pricing on such loans. We intend to support operations and repay
obligations with one or more of the following: finance receivable collections from operations,
securitizations, additional term loans, potential unsecured debt offerings, and portfolio sales.

Based on our estimates and taking into account the risks and uncertainties of such plans, we believe that
we will have adequate liquidity to finance and operate our businesses and repay our obligations as they
become due for at least the next twelve months.

It is possible that the actual outcome of one or more of our plans could be materially different than
expected or that one or more of our significant judgments or estimates about the potential effects of these
risks and uncertainties could prove to be materially incorrect. If one or more of these possible outcomes is
realized and third-party financing is not available, substantial doubt could exist about our ability to
continue as a going concern.

Certain of our debt agreements contain terms that could result in acceleration of payments.

Our anticipated liquidity requirements are based upon our continued compliance with our existing debt
agreements. An event of default or declaration of acceleration under certain of our borrowing agreements
could also result in an event of default and declaration of acceleration under certain of our other
borrowing agreements. Such acceleration of debt repayments would have a material adverse effect on our
liquidity and our ability to continue as a going concern.

We are a party to various lawsuits and proceedings which, if resolved in a manner adverse to us,
could materially adversely affect our consolidated results of operations or financial condition.

We are a party to various legal proceedings, including certain purported class action claims, arising in the
ordinary course of our business. Some of these proceedings are pending in jurisdictions that permit
damage awards disproportionate to the actual economic damages alleged to have been incurred. The
continued occurrences of large damage awards in general in the United States, including, in some
jurisdictions, large punitive damage awards that bear little or no relation to actual economic damages
incurred by plaintiffs, create the potential for an unpredictable result in any given proceeding. A large
judgment that is adverse to us could have a material adverse effect on our consolidated results of
operations or financial condition. See Legal Proceedings in Item 3 for more information.

We are subject to extensive regulation in the jurisdictions in which we conduct our business.

Our branch and centralized real estate business segments are subject to various U.S. state and federal laws
and regulations, and various U.S. state authorities regulate and supervise our insurance business segment.
The laws under which a substantial amount of our branch and centralized real estate businesses are
conducted generally: provide for state licensing of lenders and, in some cases, licensing of employees
involved in real estate lending; impose maximum terms, amounts, interest rates, and other charges
regarding loans; regulate whether and under what circumstances insurance and other ancillary products
may be offered in connection with a lending transaction; and provide for consumer protection. The extent
of state regulation of our insurance business varies by product and by jurisdiction, but relates primarily to
the following: licensing; conduct of business; periodic examination of the affairs of insurers; form and
content of required financial reports; standards of solvency; limitations on dividend payments and other
related party transactions; types of products offered; approval of policy forms and premium rates;
permissible investments; deposits of securities for the benefit of policyholders; reserve requirements for
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unearned premiums, losses, and other purposes; and claims processing. We are also subject to various
laws and regulations relating to our subsidiaries in the United Kingdom. Changes in laws or regulations
affecting us could impact our ability to conduct business or the manner in which we conduct business and,
accordingly, could have a material adverse effect on our consolidated results of operations or financial
condition. See Regulation in Item 1 for a discussion of the regulation of our business segments.

Recently enacted law may have a material impact on our operations.

On July 21, 2010, the President of the United States signed into law the Dodd-Frank Act. This law, and
the regulations to be promulgated under it, is likely to affect our operations in terms of increased
oversight of financial services products by the Bureau of Consumer Financial Protection (the Bureau) and
the imposition of restrictions on the terms of certain loans. The Bureau will have significant authority to
implement and enforce Federal consumer financial laws, including the new protections established in the
Dodd-Frank Act, as well as the authority to identify and prohibit unfair and deceptive acts and practices.
In addition, the Bureau will have broad supervisory, examination and enforcement authority over certain
consumer products, such as mortgage lending. The Dodd-Frank Act also restricts certain terms for
mortgage loans, such as loan fees, prepayment fees and other charges, and imposes certain duties on a
lender to ensure that a borrower can afford to repay the loan. Going forward, securitizations of loan
portfolios may be subject to certain restrictions and additional requirements under the Dodd-Frank Act,
including requirements that the originator retain at least 5% of the credit risk of the securities sold and the
reporting of buyback requests from investors. The law and accompanying regulations will be phased in
over a one to three year period.

It is not possible to estimate the precise effect of the Dodd-Frank Act on our operations at this time
because the law requires extensive rule-making, which will take up to three years to complete and
implement.

Item 1B. Unresolved Staff Comments.

None.
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Item 2. Properties.

We generally conduct branch office operations, branch office administration, other operations, and
operational support in leased premises. Lease terms generally range from three to five years. Ocean leases
approximately one-half of the space it currently occupies for office facilities under leases that expire in
2018. Ocean also leases land on which it owns office facilities in Tamworth, England under a 999 year
land lease that expires in 3001.

Our investment in real estate and tangible property is not significant in relation to our total assets due to
the nature of our business. SLFC subsidiaries own two branch offices in Riverside and Barstow,
California, two branch offices in Hato Rey and Isabela, Puerto Rico, one branch office in Terre Haute,
Indiana, and eight buildings in Evansville, Indiana. The Evansville buildings house our administrative
offices, our centralized services and support operations for our branch and centralized real estate business
segments, and one of our branch offices.

Item 3. Legal Proceedings.

SLFI and certain of its subsidiaries are parties to various legal proceedings, including certain purported
class action claims such as the one described below, arising in the ordinary course of business. Some of
these proceedings are pending in jurisdictions that permit damage awards disproportionate to the actual
economic damages alleged to have been incurred. Based upon information presently available, we believe
that the total amounts, if any, that will ultimately be paid arising from these legal proceedings will not
have a material adverse effect on our consolidated results of operations or financial position. However,
the continued occurrences of large damage awards in general in the United States, including, in some
jurisdictions, large punitive damage awards that bear little or no relation to actual economic damages
incurred by plaintiffs, create the potential for an unpredictable result in any given proceeding.

King v. American General Finance, Inc., Case No. 96-CP-38-595 in the Court of Common Pleas for
Orangeburg County, South Carolina. In this lawsuit, filed in 1996, Plaintiffs assert class action claims
against our South Carolina operating entity for alleged violations of S.C. Code § 37-10-102(a), which
requires, inter alia, a lender making a mortgage loan to ascertain the preference of the borrower as to an
attorney who will represent the borrower in closing the loan. The Plaintiffs and SLFI have filed various
motions, which remain pending. The case was recently reassigned to a new judge, who will hear and rule
on the motions, including Plaintiffs’ motion for summary judgment. SLFI has filed additional motions to
be heard by the new judge. Based on Plaintiffs’ allegations, if the case proceeds as a class action and if
the court should find liability, the size of the class will range from about 5,000 to 9,000 members
depending upon the final class definition. The statute provides for a penalty range of $1,500 to $7,500 per
class member, to be determined by the judge. SLFI is defending the case vigorously.
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PART I

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

No trading market exists for SLFI’s common stock. All of the Company’s common stock is held by AGF
Holding. SLFI did not pay any cash dividends on its common stock in 2010 or 2009.
See Management’s Discussion and Analysis of Financial Condition and Results of Operations — Capital

Resources and Liquidity in Item 7, and Note 24 of the Notes to Consolidated Financial Statements in Item
8, regarding limitations on the ability of SLFI and its subsidiaries to pay dividends.
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Item 6. Selected Financial Data.

You should read the following selected financial data in conjunction with the consolidated financial
statements and related notes in Item 8 and Management’s Discussion and Analysis of Financial Condition

and Results of Operations in Item 7.

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the At or for the At or for the
Ended Ended Year Ended Year Ended Year Ended Year Ended
December 31, November 30, December 31, December 31, December 31, December 31,
(dollars in thousands) 2010 2010 2009 2008 2007 2006
Total revenues $ 213,141 $ 1,913,142 $ 2,260,954 $ 2,781,025 $ 2,842,180 $ 2,932,967
Net income (loss) (a) (b) $ 1,472,159 $  (14,031) $ (477,675) $ (1,345,652) $ 112,301 $ 414,862
Total assets $18,260,950 N/A (c) $22,787,386 $26,547,375 $30,620,147 $27,771,412
Long-term debt $15,168,034 N/A $17,743,343 $20,980,980 $22,586,994 $19,189,292
Average net receivables $14,439,246 $17,861,779 $21,703,335 $26,081,007 $24,937,508 $24,119,045
Average borrowings $15,147,670 $17,825,608 $21,791,944 $24,853,566 $23,952,538 $23,185,018
Yield 14.82% 10.20% 10.16% 10.20% 10.42% 10.39%
Interest expense rate 9.34% 6.08% 5.00% 5.03% 5.24% 5.07%
Interest spread 5.48% 4.12% 5.16% 5.17% 5.18% 5.32%
Operating expense ratio (d) 4.77% 4.24% 3.42% 5.09% 3.91% 3.58%
Allowance ratio N/M (e) N/A 8.13% 4.64% 2.36% 2.01%
Charge-off ratio 2.62% 3.60% 3.92% 2.08% 1.16% 0.95%
Charge-off coverage N/M 2.14x 1.78x 2.10x 2.09x 2.13x
Delinquency ratio 6.55% N/A 7.24% 4.99% 2.84% 2.06%
Return on average assets N/M (0.07)% (1.92)% (4.60)% 0.40% 1.54%
Return on average equity N/M (0.79)% (24.86)% (49.96)% 3.97% 14.48%
Ratio of earnings to fixed
charges (f) N/M N/A N/A N/A 1.11x 1.53x
Adjusted tangible leverage 9.03x N/A 9.16x 11.75x 9.72x 9.12x
Debt to equity ratio 9.37x N/A 10.54x 14.71x 9.44x 8.28x

(@) We exclude per share information because AGF Holding owns all of SLFI’s common stock.

(b) Net income for the one month ended December 31, 2010 included a bargain purchase gain of $1.5 billion

resulting from the FCFI Transaction.

(c) Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;

therefore, balance sheet information at November 30, 2010 is not applicable.

(d) 2008 operating expenses included significant goodwill and other intangible assets impairment charges.

(e) Not meaningful

(f) Earnings were inadequate to cover total fixed charges by $264.7 million during the eleven months ended

November 30, 2010, $909.2 million in 2009, and $950.7 million in 2008.
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Item 6. Continued

Glossary

Adjusted tangible
leverage

total debt less 75% of hybrid debt divided by the sum of tangible equity and
75% of hybrid debt

Allowance ratio

allowance for finance receivable losses as a percentage of net finance
receivables

Average borrowings

average of debt for each day in the period

Average net
receivables

average of net finance receivables at the beginning and end of each month in
the period

Charge-off coverage

allowance for finance receivable losses to annualized net charge-offs

Charge-off ratio

annualized net charge-offs as a percentage of the average of net finance
receivables at the beginning of each month in the period

Debt to equity ratio

total debt divided by total equity

Delinquency ratio

unpaid principal balance 60 days or more past due (greater than three
payments unpaid) as a percentage of unpaid principal balance

Hybrid debt

capital securities classified as debt for accounting purposes but due to their
terms are afforded, at least in part, equity capital treatment in the calculation of
effective leverage by rating agencies

Interest expense rate

annualized interest expense as a percentage of average borrowings

Interest spread

yield less interest expense rate

Operating expense
ratio

total annualized operating expenses as a percentage of average net receivables

Ratio of earnings to
fixed charges

see Exhibit 12 for calculation

Return on average
assets

annualized net (loss) income as a percentage of the average of total assets at
the beginning and end of each month in the period

Return on average
equity

annualized net (loss) income as a percentage of the average of total equity at
the beginning and end of each month in the period

Tangible equity

total equity less accumulated other comprehensive income or loss

Yield

annualized finance charges as a percentage of average net receivables
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read Management’s Discussion and Analysis of Financial Condition and Results of
Operations in conjunction with the consolidated financial statements and related notes in Item 8. With this
discussion and analysis, we intend to enhance the reader’s understanding of our consolidated financial
statements in general and more specifically our liquidity and capital resources, our asset quality, and the
results of our operations.

An index to our management’s discussion and analysis follows:

Topic Page
Forward-Looking Statements 34
FCFI Transaction 35
Going Concern Considerations 35
Overview and Outlook 37
Basis of Reporting 39
Recent Accounting Pronouncements 40
Critical Accounting Estimates 41
Critical Accounting Policies 46
Off-Balance Sheet Arrangements 46
Fair Value Measurements 46
Selected Segment Information 47
Capital Resources and Liquidity 54
Analysis of Financial Condition 59
Analysis of Operating Results 66
Regulation and Other 89
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Item 7. Continued

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K and our other publicly available documents may include, and the
Company’s officers and representatives may from time to time make, statements which may constitute
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
These statements are not historical facts but instead represent only our belief regarding future events,
many of which are inherently uncertain and outside of our control. These statements may address, among
other things, our strategy for growth, product development, regulatory approvals, market position,
financial results and reserves. Our actual results and financial condition may differ from the anticipated
results and financial condition indicated in these forward-looking statements. The important factors, many
of which are outside of our control, that could cause our actual results to differ, possibly materially,
include, but are not limited to, the following:

our ability to access the capital markets or the sufficiency of our current sources of funds to
satisfy our cash flow requirements;

changes in the rate at which we can collect or potentially sell our finance receivable portfolio;

the impacts of our securitizations and borrowings;

our ability to comply with our debt covenants;

changes in general economic conditions, including the interest rate environment in which we
conduct business and the financial markets through which we can access capital and also invest
cash flows from the insurance business segment;

changes in the competitive environment in which we operate, including the demand for our
products, customer responsiveness to our distribution channels, and the formation of business
combinations among our competitors;

the effectiveness of our credit risk scoring models in assessing the risk of customer unwillingness
or inability to repay;

shifts in collateral values, delinquencies, or credit losses;

shifts in residential real estate values;

levels of unemployment and personal bankruptcies;

credit ratings actions on our debt;

potential costs for our United Kingdom subsidiaries resulting from the retroactive imposition of
guidelines by the United Kingdom Financial Services Authority for sales of payment protection
insurance, including possible refunds to customers;

the potential for increased costs related to our foreclosure practices and procedures as a result of
heightened nationwide regulatory scrutiny of foreclosure practices in the industry generally;
potential liability relating to real estate loans which we have sold or securitized if it is determined
that there was a breach of a warranty made in connection with the transaction;

changes in laws, regulations, or regulatory policies and practices, including the Dodd-Frank Act
discussed in “Regulation” in Item 1, that affect our ability to conduct business or the manner in
which we conduct business, such as licensing requirements, pricing limitations or restrictions on
the method of offering products, as well as changes that may result from increased regulatory
scrutiny of the sub-prime lending industry;

the effects of participation in the HAMP by subservicers of our loans;

the costs and effects of any litigation or governmental inquiries or investigations involving us,
particularly those that are determined adversely to us;

changes in accounting standards or tax policies and practices and the application of such new
policies and practices to the manner in which we conduct business;

the undetermined effects of the FCFI Transaction, including the availability of support from our
new ownership and the effect of any changes to our operations, capitalization, and business
strategies;
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e our ability to maintain sufficient capital levels in our regulated and unregulated subsidiaries;
changes in our ability to attract and retain employees or key executives to support our businesses;

e natural or accidental events such as earthquakes, hurricanes, tornadoes, fires, or floods affecting
our customers, collateral, or branches or other operating facilities; and

e war, acts of terrorism, riots, civil disruption, pandemics, or other events disrupting business or
commerce.

We also direct readers to other risks and uncertainties discussed in Item 1A in this report and in other
documents we file with the SEC. We are under no obligation (and expressly disclaim any obligation) to
update or alter any forward-looking statement, whether written or oral, that we may make from time to
time, whether as a result of new information, future events or otherwise.

FCFI TRANSACTION

On November 30, 2010, FCFI indirectly acquired an 80% economic interest in SLFI from ACC. AIG,
through ACC, indirectly retained a 20% economic interest in SLFI. See Note 3 of the Notes to
Consolidated Financial Statements in Item 8 for further information on the FCFI Transaction.

GOING CONCERN CONSIDERATIONS
Liquidity of the Company

Since September 2008 and through the filing of this report, our access to capital markets has been limited
and obtained primarily through funding structures different than our more traditional borrowing
transactions prior to 2008. This alternative funding approach was due to a combination of challenges
facing AIG, our operating results, downgrades of our debt credit ratings, and market concerns as to our
available sources of funding following the turmoil in the capital markets beginning in 2008. While overall
credit markets and our near-term liquidity position each have improved compared to late 2008 and much
of 2009, we cannot determine when or to what extent access to our more traditional borrowing sources
will be available to us again.

In addition to finance receivable collections, we have engaged in other efforts to support our liquidity and
raise capital to meet our financial and operating obligations. These efforts have included additional
borrowings, on-balance sheet securitizations, portfolio sales, expense reductions, and branch closures,
while continuing to limit our new lending. The exact nature and magnitude of any additional measures
needed to support our liquidity or raise capital will be driven by our available resources and needs,
prevailing market conditions, and the results of our operations.

During 2010, we continued to manage liquidity and generated additional funding through two significant
transactions. In March 2010, we securitized $1.0 billion of real estate loans and sold $501.3 million in
senior certificates (while retaining subordinated notes for possible future sale) and separately received
AIG’s repayment of its $1.6 billion in demand promissory notes to us. In April 2010, we executed and
fully drew down on a $3.0 billion five-year secured term loan. SLFC and SLFI used a portion of the
proceeds from these transactions to repay the $2.450 billion one-year term loans in March 2010 ($2.050
billion repaid by SLFC and $400.0 million repaid by SLFI) and the SLFC $2.125 billion multi-year credit
facility in April 2010, both prior to their due dates in July 2010. With these repayments, there are no
remaining SLFC or SLFI debt agreements that require SLFC to maintain a minimum specified dollar
amount of SLFC consolidated net worth, or require AIG to maintain majority ownership of SLFC or
SLFI.
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Management’s Assessment and Conclusion

In assessing our current financial position and developing operating plans for the future, management has
made significant judgments and estimates with respect to the potential financial and liquidity effects of
our risks and uncertainties, including but not limited to:

e the amount of cash expected to be received from our finance receivable portfolio through
collections (including prepayments) and receipt of finance charges, which could be materially
different than our estimates;

o the potential for declining financial flexibility and reduced income should we use more of our
assets for securitizations and portfolio sales;

e reduced income due to the possible deterioration of the credit quality of our finance receivable
portfolios;

e our ability to complete on favorable terms, as needed, additional borrowings, securitizations,
portfolio sales, or other transactions to support liquidity, and the costs associated with these
funding sources, including sales at less than carrying value and limits on the types of assets that
can be securitized or sold, which would affect profitability;

e our ability to comply with our debt covenants;

e our access to unsecured debt markets and other sources of funding, and the potential increased
cost of funding sources as compared to historic borrowing rates;

o adverse credit ratings actions on our debt;

e potential costs for our United Kingdom subsidiaries resulting from the retroactive imposition of
guidelines by the United Kingdom Financial Services Authority for sales of payment protection
insurance, including possible refunds to customers;

o the potential for increased costs related to our foreclosure practices and procedures as a result of
heightened nationwide regulatory scrutiny of foreclosure practices in the industry generally;

o potential liability relating to real estate loans which we have sold or securitized if it is determined
that there was a breach of a warranty made in connection with the transaction;

o the potential for additional unforeseen cash demands or accelerations of obligations;

o reduced income due to loan modifications where the borrower’s interest rate is reduced, principal
payments are deferred, or other concessions are made;

o the potential for declines in bond and equity markets;

o the potential effect on us if the capital levels of our regulated and unregulated subsidiaries prove
inadequate to support current business plans;
the potential loss of key personnel; and

o the undetermined effects of the FCFI Transaction, including the availability of support from our
new ownership and the effect of any changes to our operations, capitalization, and business
strategies.

In our going concern assessment, we assumed that there will be no support required from FCFI and no
material change in our recent liquidity sources and capitalization management. We intend to support our
liquidity position by managing originations and purchases of finance receivables and maintaining
disciplined underwriting standards and pricing on such loans. We intend to support operations and repay
obligations with one or more of the following: finance receivable collections from operations,
securitizations, additional term loans, potential unsecured debt offerings, and portfolio sales.

Based on our estimates and taking into account the risks and uncertainties of such plans, we believe that

we will have adequate liquidity to finance and operate our businesses and repay our obligations as they
become due for at least the next twelve months.
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It is possible that the actual outcome of one or more of our plans could be materially different than
expected or that one or more of our significant judgments or estimates about the potential effects of these
risks and uncertainties could prove to be materially incorrect. If one or more of these possible outcomes is
realized and third-party financing is not available, substantial doubt could exist about our ability to
continue as a going concern.

OVERVIEW AND OUTLOOK
Segment Overview

We have three business segments: branch, centralized real estate, and insurance. We define our segments
by types of financial service products we offer, nature of our production processes, and methods we use to
distribute our products and to provide our services, as well as our management reporting structure.

In our branch business segment, we:

originate secured and unsecured non-real estate loans;

e originate real estate loans secured by first or second mortgages on residential real estate, which
may be closed-end accounts or open-end home equity lines of credit and are generally considered
non-conforming;

e purchase retail sales contracts and provide revolving retail sales financing services arising from
the retail sale of consumer goods and services by retail merchants; and

e purchased private label finance receivables originated by AIG Bank under a participation
agreement. See Note 6 of the Notes to Consolidated Financial Statements in Item 8 for
information regarding the termination of this participation agreement on September 30, 2010.

To supplement our lending and retail sales financing activities, we have historically purchased portfolios
of real estate loans, non-real estate loans, and retail sales finance receivables originated by other lenders.
We also offer credit and non-credit insurance and ancillary products to all eligible branch customers.

In our centralized real estate business segment, we:

o serviced a portfolio of residential real estate loans generated through:
e portfolio acquisitions from third-party lenders;
e our mortgage origination subsidiaries;
o refinancing existing mortgages;
e advances on home equity lines of credit; or
e correspondent relationships;
e originated and acquired residential real estate loans for transfer to the centralized real estate
servicing center;
e originated residential real estate loans directly with consumers for sale to investors with servicing
released to the purchaser; and
e originated residential real estate loans through mortgage brokers for sale to investors with
servicing released to the purchaser.

Effective February 1, 2011, Nationstar began subservicing the centralized real estate loans of MorEquity

and two other subsidiaries of SLFC. In addition, Nationstar began subservicing certain real estate loans
that MorEquity had been servicing in conjunction with the 2006 and 2010 securitization of these real
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estate loans. See Note 33 of the Notes to Consolidated Financial Statements in Item 8 for further
information on these subservicing agreements.

Effective June 17, 2008, WFI ceased its wholesale originations (originations through mortgage brokers)
but continued its retail originations (originations directly with consumers) at a substantially reduced level.
Currently, WFI’s limited loan origination activity relates to the financial remediation program discussed
in Note 4 of the Notes to Consolidated Financial Statements in Item 8.

In our insurance business segment, we write and reinsure credit life, credit accident and health, credit-
related property and casualty, and credit involuntary unemployment insurance covering our customers
and the property pledged as collateral through products that the branch business segment offers to its
customers. We also offer non-credit insurance products. See Note 29 of the Notes to Consolidated
Financial Statements in Item 8 for further information on the Company’s business segments.

2010 Overview

Following the deepest recession in more than a half-century, the U.S. economy struggled with high
unemployment, poor housing markets, retrenching businesses and reluctant consumers. Weekly initial
jobless claims averaged 456,000 in 2010 and consumer confidence was half of pre-recession levels.
Consumer spending increased gradually but failed to match the gains observed in the manufacturing
sector. Various federal programs to boost corporate liquidity did little to boost lending as banks tightened
credit standards.

During 2010, we were unable to access our traditional capital market funding sources and were not
eligible to directly benefit from federal actions and programs to support market liquidity. The continued
limited availability of unsecured wholesale funding for non-bank financial companies and liquidity issues
associated with our former indirect parent resulted in additional credit rating downgrades.

To maintain the franchise value and support our liquidity, we continued to limit lending in 2010. In the
first quarter of 2010, we securitized $1.0 billion of real estate loans and sold $501 million in senior
certificates. Following this transaction, we executed and fully drew down a $3.0 billion five-year secured
term loan, using a portion of the proceeds to retire existing bank credit facilities.

2011 Outlook

The gradual economic improvement observed in 2010 is expected to continue into 2011. However, weak
labor markets, a stubbornly high unemployment rate, and a tepid housing market will likely constrain
economic growth in 2011. The general consensus forecast for 2011 real gross domestic product growth is
approximately 3%. The lending environment and financial markets should continue to improve and
provide support to both consumer and business spending.

We anticipate new lending volumes in 2011 to increase as funding sources permit, with the majority of
new lending in our higher yielding, non-real estate products. Writedowns relating to foreclosures on real
estate loans could increase as our remaining mortgage portfolio ages and the housing markets continue to
struggle. Our total finance charges are likely to be negatively impacted from an expected net reduction in
finance receivables during 2011, while our interest expense may also be negatively impacted from lower
rate debt maturing and higher cost secured financing accounting for a larger portion of our debt. We will
continue our focus on reducing operating expenses in conjunction with our anticipated reduction of
finance receivables.
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Our access to traditional unsecured capital markets during 2011 is likely to remain limited compared to
our historical access. We intend to support operations and repay obligations with one or more of the
following: finance receivable collections from operations, securitizations, funding from additional term
loans or potential unsecured debt offerings, and portfolio sales. However, there can be no assurance as to
the sufficiency or availability of these funds. Failure to access these sources of funding could have a
material adverse effect on our financial position, results of operations, and cash flows.

BASIS OF REPORTING

We prepared our consolidated financial statements using accounting principles generally accepted in the
United States of America (GAAP). The statements include the accounts of SLFI and its subsidiaries, all
of which are wholly owned. We eliminated all material intercompany accounts and transactions. We
made judgments, estimates, and assumptions that affect amounts reported in our financial statements and
disclosures of contingent assets and liabilities. Ultimate results could differ from our estimates.

Our consolidated financial statements have been prepared on a going concern basis, which contemplates
the realization of assets and the satisfaction of liabilities in the normal course of business. These
consolidated financial statements do not include any adjustments relating to the recoverability and
classification of recorded assets nor relating to the amounts and classification of liabilities that may be
necessary should we be unable to continue as a going concern.

Because of the nature of the FCFI Transaction, the significance of the ownership interest acquired, and at
the direction of our acquirer, it was determined that push-down accounting should be applied to SLFI and
SLFC as the acquired businesses. We revalued our assets and liabilities based on their fair values at the
date of the FCFI Transaction in accordance with business combination accounting standards (push-down
accounting). Accordingly, a new basis of accounting has been established and, for accounting purposes,
the old entity (the Predecessor Company) has been terminated and a new entity (the Successor Company)
has been created. This distinction is made throughout this Annual Report on Form 10-K through the
inclusion of a vertical black line between the Predecessor Company and the Successor Company columns.

The financial information for 2010 includes the financial information of the Successor Company for the
one month ended December 31, 2010 and of the Predecessor Company for the eleven months ended
November 30, 2010. These separate periods are presented to reflect the new accounting basis established
for our Company as of November 30, 2010. As a result, the bases of the assets and liabilities of the
Successor Company are not comparable to those of the Predecessor Company, nor would the income
statement items for the one month ended December 31, 2010 have been the same as those reported if
push-down accounting had not been applied. See Note 3 of the Notes to Consolidated Financial
Statements in Item 8 for further information on the FCFI Transaction.

At December 31, 2010, 79% of our assets were net finance receivables less allowance for finance
receivable losses. Finance charge revenue is a function of the amount of average net receivables and the
yield on those average net receivables. GAAP requires that we recognize finance charges as revenue on
the accrual basis using the interest method.

At December 31, 2010, 91% of our liabilities were debt issued primarily to support our net finance
receivables. Interest expense is a function of the amount of average borrowings and the interest expense
rate on those average borrowings. GAAP requires that we recognize interest on borrowings as expense on
the accrual basis using the interest method. Interest expense includes the effect of our swap agreements
that qualify for hedge accounting under GAAP.
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Insurance revenues consist primarily of insurance premiums resulting from our branch customers
purchasing various credit and non-credit insurance policies. Insurance premium revenue is a function of
the premium amounts and policy terms. GAAP dictates the methods of insurance premium revenue
recognition. Our credit life premiums are recognized as revenue using the rule of 78’s method for
decreasing credit life and the pro rata method for level credit life. Our credit accident and health
premiums are recognized as revenue using the mean of the rule of 78’s method and the pro rata method.
Our credit property and casualty and credit involuntary unemployment premiums are recognized as
revenue using the pro rata method. Our non-credit premiums are recognized as revenue when collected.
Insurance revenues also include commissions received from selling third-party insurers’ products,
primarily through the operations of Ocean.

We invest cash generated by our insurance business segment primarily in investment securities (mainly
bonds), which were 4% of our assets at December 31, 2010, and to lesser extents in commercial mortgage
loans, investment real estate, and policy loans, which we include in other assets. We report the resulting
revenue in investment revenue. GAAP requires that we recognize interest on these investments as revenue
on the accrual basis.

Net service fees (included in other revenues) include amounts we charged AIG Bank for services under
our agreements for AIG Bank’s origination and sale of non-conforming residential real estate loans.
(Previously, WFI and MorEquity maintained agreements with AIG Bank whereby WFI and MorEquity
provided services for AIG Bank’s origination and sale of such real estate loans.) We assumed financial
responsibility for recourse exposure pertaining to these loans. We netted the provisions for the related
recourse in net service fee revenue. Net service fees also include amounts we charged AIG Bank for
certain services under our agreement for AIG Bank’s origination of private label receivables. (Previously,
we purchased private label receivables originated by AIG Bank under a participation agreement which we
terminated on September 30, 2010.) As required by GAAP, we recognize these fees as revenue when we
provide the services.

Loan brokerage fees revenues (included in other revenues), through the operations of Ocean, consist of
commissions from lenders for loans brokered to them, fees from customers to process their loans, and fees
from other credit originators for customer referrals. We recognize these commissions and fees in loan
brokerage fees revenues when earned.

Mortgage banking revenues (included in other revenues) consist of net gain or loss on sale of finance
receivables held for sale, provision for warranty reserve, and interest income on finance receivables held
for sale. GAAP requires that we recognize the difference between the sales price we receive when we sell
a finance receivable held for sale and the carrying value of that loan as a gain or loss at the time of the
sale. We carry finance receivables held for sale at the lower of cost or fair value. We recognize net
unrealized losses through a valuation allowance and record changes in the valuation allowance in other
revenues. We also charge provisions for recourse obligations to provision for warranty reserve to
maintain the reserves for recourse obligations at appropriate levels. We recognize interest as revenue on
the accrual basis using the interest method during the period we hold a real estate loan held for sale.

RECENT ACCOUNTING PRONOUNCEMENTS

See Note 5 of the Notes to Consolidated Financial Statements in Item 8 for discussion of recently issued
accounting pronouncements.
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CRITICAL ACCOUNTING ESTIMATES
Push-down Accounting

On November 30, 2010, FCFI indirectly acquired an 80% economic interest in SLFI from ACC. AIG,
through ACC, indirectly retained a 20% economic interest in SLFI. Because of the nature of the FCFI
Transaction, the significance of the ownership interest acquired, and at the direction of our acquirer, we
applied push-down accounting to SLFI and SLFC as the acquired businesses. We revalued our assets and
liabilities based on their fair values at the date of the FCFI Transaction in accordance with business
combination accounting standards.

In establishing the fair value measurements, we based each measurement on the price that we believed
would be received in the sale of an asset or paid in the transfer of a liability in an orderly transaction
between market participants at the measurement date. While it is our policy to maximize the use of
observable inputs and minimize the use of unobservable inputs when developing fair value measurements,
the current capital market and, more broadly, economic environments required us to make certain
judgments and estimates. These judgments and estimates were based on our perception of market
participant views related to the economic and competitive environment, the characteristics of the asset or
liability, and other similar factors. Therefore, the results cannot be determined with precision and may not
be realized in an actual sale or immediate settlement of the asset or liability. Additionally, there may be
inherent weaknesses in any valuation technique, and changes in the underlying assumptions used could
significantly affect current or future values. See Notes 2 and 3 of the Notes to the Consolidated Financial
Statements in Item 8 for further information associated with our fair measurement policy and the FCFI
Transaction.

Credit Impaired Finance Receivables

As a result of the FCFI Transaction, we evaluated the credit quality of our finance receivable portfolio in
order to identify finance receivables that, as of the acquisition date, had evidence of credit quality
deterioration. As a result, we identified a population of finance receivables for which it was determined
that it is probable that we will be unable to collect all contractually required payments. In establishing this
population, consideration was given to the requirement that each individual finance receivable first be
reviewed. However, because of the homogeneity of finance receivables within a particular product group
as well as the fact that we do not view our business on a loan by loan basis, emphasis was placed on past
due status and accounting classification. As a result, the population of accounts identified principally
consists of those finance receivables that are 60 days or more past due or that were classified as TDRs as
of the acquisition date.

In order to determine the unit(s) of account, we considered the risk characteristics associated with the
population of identified finance receivables. Accounting literature related to credit impaired finance
receivables permits finance receivables to be aggregated if the identified finance receivables have
common risk characteristics. In evaluating the identified population, we determined that these finance
receivables could be aggregated into four pools, which are: loans secured by first mortgages on real
estate, second mortgages on real estate, non-real estate loans, and retail sales finance (whether or not
secured). The categorization of these finance receivables into these four pools is consistent with how our
Credit Strategy and Policy Committee evaluates the performance of our finance receivable portfolio and
with the methodologies employed in establishing internal credit scores. As a result, we believe that these
four pools result in an aggregation methodology that is consistent with the underlying risks associated
with each finance receivable and the related collateral, as applicable.
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The balance recorded as of the acquisition date was the fair value of each pool, which was determined by
discounting the cash flows expected to be collected at a market observable discount rate adjusted for
factors that a market participant would consider in determining fair value. In determining the cash flows
expected to be collected, we incorporated assumptions regarding default rates, loss severities and the
amounts and timing of prepayments. The excess of the cash flows expected to be collected over the
discounted cash flows represents the accretable yield, which is not reported in our consolidated balance
sheets, but is accreted into interest income at a level rate of return over the expected lives of the
underlying pools of finance receivables.

We have established policies and procedures to periodically (at least once a quarter) update the amount of
cash flows we expect to collect, incorporating assumptions regarding default rates, loss severities, the
amounts and timing of prepayments and other factors that are reflective of then current market conditions.
Probable decreases in expected finance receivable principal cash flows result in the recognition of
impairment, which is recognized through the provision for finance receivable losses. Probable and
significant increases (defined as a change in cash flows equal to 10 percent or more) in expected cash
flows to be collected would first reverse any previously recorded allowance for finance receivable losses;
any remaining increases are recognized prospectively as adjustments to the respective pool's yield.

We have additionally established policies and procedures related to maintaining the integrity of these
pools. Generally, a finance receivable will not be removed from a pool unless we sell, foreclose, or
otherwise receive assets in satisfaction of a particular finance receivable or a finance receivable is
charged-off. However, given the nature of our business, finance receivables will also be removed from a
pool if the collateral underlying a particular finance receivable changes as we believe that, if such events
occur, that particular finance receivable represents a new finance receivable rather than a continuation.

If the timing and/or amounts of expected cash flows on credit impaired finance receivables were
determined not to be reasonably estimable, no interest would be accreted and the finance receivables
would be reported as nonaccrual finance receivables. However, since the timing and amounts of expected
cash flows for our four pools are reasonably estimable, interest is being accreted and the finance
receivables are being reported as performing finance receivables.

If the facts and circumstances indicate that a finance receivable should be removed from a pool, that
finance receivable will be removed at its carrying amount with the carrying amount being determined
using the pro-rata method (the unpaid principal balance of the particular finance receivable divided by the
unpaid principal balance of the pool multiplied by the carrying amount of the pool). If a finance
receivable is removed from the pool because it is charged-off, it is removed at its carrying amount with a
charge to the provision for finance receivable losses. Subsequent collections from our charge-off recovery
activities will be a credit to the provision for finance receivable losses.

Allowance for Finance Receivable Losses

To manage our exposure to credit losses, we use credit risk scoring models for finance receivables that we
originate through our branch business segment. In our centralized real estate business segment,
MorEquity originated real estate loans according to our established underwriting criteria. We performed
due diligence investigations on all portfolio acquisitions. We utilize standard collection procedures
supplemented with data processing systems to aid branch, centralized support operations, and centralized
real estate personnel in their finance receivable collection processes.
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Despite our efforts to avoid losses on our finance receivables, personal circumstances and national,
regional, and local economic situations affect our customers’ willingness or abilities to repay their
obligations. Economic situations include adverse shifts in residential real estate values, which may reduce
a customer’s willingness to repay his or her mortgage. Personal circumstances include lower income due
to unemployment or underemployment, major medical expenses, and divorce. Occasionally, these events
can be so economically severe that the customer files for bankruptcy.

Our Credit Strategy and Policy Committee evaluates our finance receivable portfolio monthly by real
estate loans, non-real estate loans, and retail sales finance. Within our three main finance receivable types
are sub-portfolios, each consisting of a large number of relatively small, homogenous accounts. We
evaluate these sub-portfolios for impairment as groups. None of our accounts are large enough to warrant
individual evaluation for impairment. Our Credit Strategy and Policy Committee considers numerous
internal and external factors in estimating losses inherent in our finance receivable portfolio, including the
following:

o prior finance receivable loss and delinquency experience;

o the composition of our finance receivable portfolio; and

e current economic conditions, including the levels of unemployment and personal
bankruptcies.

Our Credit Strategy and Policy Committee uses our delinquency ratio, allowance ratio, charge-off ratio,
and charge-off coverage to evaluate prior finance receivable loss and delinquency experience. Each ratio
is useful, but each has its limitations.

We use migration analysis and the Monte Carlo technique as the principal tools to determine the
appropriate amount of allowance for finance receivable losses. Both techniques are historically-based
statistical techniques that attempt to predict the future amount of losses for existing pools of finance
receivables. We validate the results of the models through the review of historical results by the Credit
Strategy and Policy Committee.

Our migration analysis utilizes a rolling 12 months of historical data that is updated quarterly. The
primary inputs for our migration analysis are (1) historical finance receivable balances, (2) historical
delinquency, charge-off, recovery and repayment amounts, and (3) the current finance receivable balances
in each stage of delinquency (i.e., current, greater than 30 days past due, greater than 60 days past due,
etc.). The primary assumptions used in our migration analysis are the weighting of historical data and our
estimate of the loss emergence period for the portfolio.

The Monte Carlo technique currently utilizes historical loan level data from January 2003 through the mid
month of the current quarter and is updated quarterly. The primary inputs for Monte Carlo are the
historical finance receivable accounts, the variability in account migration through the various stages of
delinquency (i.e., the probability of a loan moving from 30 days past due to 60 days past due in any given
month), and average charge-off amounts. The primary assumptions used in our Monte Carlo analysis are
the loss emergence period for the portfolio and average charge-off amounts. The program currently
employs a discrete method of incorporating economic conditions with a set of matrices, each of which
represents a historical month of data. Each matrix is therefore representative of certain seasonal and
secular economic conditions, and the probability of selecting a given matrix during the simulation
increases as the simulated economic conditions approach those represented by the matrix.
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We consider the current and historical levels of nonaccrual loans in our analysis of the allowance by
factoring the delinquency status of loans into both the migration analysis and Monte Carlo technique. We
classify loans as nonaccrual based on our accounting policy, which is based on the delinquency status of
the loan. As delinquency is a primary input into our migration analysis and Monte Carlo scenarios, we
inherently consider nonaccrual loans in our estimate of the allowance for finance receivable losses. See
Note 6 of the Notes to Consolidated Financial Statements in Item 8 for further information on our
nonaccrual loans and finance receivables more than 90 days past due, as well as troubled debt restructured
finance receivables at December 31, 2010.

The allowance for finance receivable losses related to our credit impaired finance receivables is calculated
using updated cash flows expected to be collected, incorporating assumptions regarding default rates, loss
severities, the amounts and timing of prepayments and other factors that are reflective of current market
conditions. Probable decreases in expected finance receivable principal cash flows result in the
recognition of impairment. Probable and significant increases (defined as a change in cash flows equal to
10 percent or more) in expected cash flows to be collected would first reverse any previously recorded
allowance for finance receivable losses.

The allowance for finance receivable losses related to our TDRs is calculated in homogeneous aggregated
pools of impaired loans that have common risk characteristics. We establish our allowance for finance
receivable losses related to our TDRs by calculating the present value (discounted at the loan’s effective
interest rate prior to modification) of all expected cash flows less the recorded investment in the
aggregated pool. We use certain assumptions to estimate the expected cash flows from our TDRs. The
primary assumptions for our model are prepayment speeds, default rates, and severity rates.

Changes in housing prices and the related impact on homeowners’ equity is one factor that influences
borrower decisions regarding whether to continue making payments on their real estate loan. The
anticipated delinquency and losses resulting from these borrower decisions are incorporated in our
allowance models as described above.

We generally obtain a current appraisal before closing a loan secured by real estate. In addition, when we
complete foreclosure proceedings on a real estate loan, we obtain a third-party’s valuation of the property,
which is used in establishing the value of the real estate owned. However, we are ultimately responsible
for the valuation.

We utilize the migration and Monte Carlo results for the Company’s finance receivable portfolio to arrive
at an estimate of inherent losses for the finance receivables existing at the time of analysis. We adjust the
amounts determined by migration and Monte Carlo for management’s estimate of the effects of model
imprecision, any changes to its underwriting criteria, portfolio seasoning, and current economic
conditions, including the levels of unemployment and personal bankruptcies. There was no adjustment to
the amount determined by migration and Monte Carlo at December 31, 2010 due to the push-down
accounting adjustments recorded on November 30, 2010, compared to a $25.7 million increase at
December 31, 2009.

As a result of the FCFI Transaction, we applied push-down accounting and reduced our allowance for
finance receivable losses to zero on November 30, 2010 as any uncertainties related to the collectability
of the finance receivables have been incorporated into the fair value measurement of our finance
receivable portfolio. See Note 3 of the Notes to Consolidated Financial Statements in Item 8 for further
information on the FCFI Transaction. At December 31, 2010, the allowance for finance receivable losses
was $7.1 million.
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Prior to the adjustment for push-down accounting, we calculated our allowance for finance receivable
losses at our estimated “most predictive” outcome of our adjusted migration and Monte Carlo scenarios.
The “most predictive” outcome is the scenario that the Credit Strategy and Policy Committee has
identified to be a better estimate than any other amount considering how the analyses best represent the
probable losses inherent in our portfolio at the balance sheet date, taking into account the relevant
qualitative factors, observable trends, economic conditions and our historical experience with our
portfolio.

The Credit Strategy and Policy Committee exercises its judgment, based on quantitative analyses,
qualitative factors, and each committee member’s experience in the consumer finance industry, when
determining the amount of the allowance for finance receivable losses. If the committee’s review
concludes that an adjustment is necessary, we charge or credit this adjustment to expense through the
provision for finance receivable losses. We consider this estimate to be a critical accounting estimate that
affects the net income of the Company in total and the pretax operating income of our branch and
centralized real estate business segments. We document the adequacy of the allowance for finance
receivable losses, the analysis of the trends in credit quality, and the current economic conditions
considered by the Credit Strategy and Policy Committee to support its conclusions. See Analysis of
Operating Results - Provision for Finance Receivable Losses for further information on the allowance for
finance receivable losses.

Valuation of Net Other Intangible Assets

Prior to the FCFI Transaction, our other intangible assets consisted of trade names, broker relationships,
customer relationships, investor relationships, employment agreements, non-compete agreements, and
lender panel (group of lenders for whom Ocean performs loan origination services). In third quarter 2008,
we wrote down other intangible assets to zero fair value as a result of these assets not being recoverable.

As a result of the FCFI Transaction, we recorded $83.7 million of net other intangible assets consisting of
VOBA, customer relationships, trade names, licenses, customer lists, and leases. We began testing these
net intangible assets for impairment in first quarter 2011. Each of these net intangible assets was
determined to have a finite useful life with the exception of the insurance licenses. For those net
intangible assets with a finite useful life, we review such intangibles for impairment quarterly and
whenever events or changes in circumstances indicate that their carrying amounts may not be recoverable.
Impairment is indicated if the sum of undiscounted estimated future cash flows is less than the carrying
value of the respective asset. Impairment is permanently recognized by writing down the asset to the
extent that the carrying value exceeds the estimated fair value. For the insurance licenses, which were
determined to have indefinite lives, impairment will be evaluated annually, or more frequently if events or
changes in circumstances between annual tests indicate that the licenses may be impaired. In testing for
impairment, the fair value of the licenses will be determined in accordance with our fair value
measurement policy. If the fair value of the licenses is less than the carrying value, an impairment loss
will be recognized in an amount equal to the difference and the indefinite life classification of these
licenses will be evaluated to determine whether such classification remains appropriate.
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Valuation Allowance on Deferred Tax Assets

The authoritative guidance for the accounting for income taxes permits a deferred tax asset to be recorded
if the asset meets a more likely than not standard (i.e., more than 50 percent likely) that the asset will be
realized. Realization of our net deferred tax asset depends on our ability to generate sufficient taxable
income of the appropriate character within the carryforward periods of the jurisdictions in which the net
operating and capital losses, deductible temporary differences and credits were generated. Because the
realization of the deferred tax assets relies on a projection of future income, we view this as a critical
accounting estimate.

When making our assessment about the realization of our deferred tax assets, we consider all available
evidence, including:

o the nature, frequency, and severity of current and cumulative financial reporting losses;

o the carryforward periods for the net operating and capital loss carryforwards;

e the sources and timing of future taxable income, giving greater weight to discrete sources and to
earlier years in the forecast period; and

e tax planning strategies that would be implemented, if necessary, to accelerate taxable amounts.

As a result of the FCFI Transaction and the resulting changes in the book and tax basis of our assets and
liabilities, the Company was in a net deferred tax liability position, and based on the timing and reversal
of the deferred tax liabilities, we have concluded that no valuation allowance is required on our gross
deferred tax assets.

CRITICAL ACCOUNTING POLICIES

We consider the determination of the allowance for finance receivable losses to be our most critical
accounting policy. Information regarding this critical accounting policy is disclosed in Critical
Accounting Estimates. We describe our significant accounting policies in Note 2 of the Notes to
Consolidated Financial Statements in Item 8.

OFF-BALANCE SHEET ARRANGEMENTS

We have no material off-balance sheet arrangements as defined by SEC rules. We had no off-balance
sheet exposure to losses associated with unconsolidated VIEs at December 31, 2010 and December 31,
2000.

FAIR VALUE MEASUREMENTS

The fair value of a financial instrument is the amount that would be received if an asset were to be sold or
the amount that would be paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The degree of judgment used in measuring the fair value of financial
instruments generally correlates with the level of pricing observability. Financial instruments with quoted
prices in active markets generally have more pricing observability and less judgment is used in measuring
fair value. Conversely, financial instruments traded in other-than-active markets or that do not have
quoted prices have less observability and are measured at fair value using valuation models or other
pricing techniques that require more judgment. An other-than-active market is one in which there are few
transactions, the prices are not current, price quotations vary substantially either over time or among
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market makers, or little information is released publicly for the asset or liability being valued. Pricing
observability is affected by a number of factors, including the type of financial instrument, whether the
financial instrument is listed on an exchange or traded over-the-counter or is new to the market and not
yet established, the characteristics specific to the transaction, and general market conditions.

Management is responsible for the determination of the value of the financial assets and financial
liabilities carried at fair value and the supporting methodologies and assumptions. Third-party valuation
service providers are employed to gather, analyze, and interpret market information and derive fair values
based upon relevant methodologies and assumptions for individual instruments. When the valuation
service providers are unable to obtain sufficient market observable information upon which to estimate
the fair value for a particular security, fair value is determined either by requesting brokers who are
knowledgeable about these securities to provide a quote, which is generally non-binding, or by employing
widely accepted internal valuation models.

Valuation service providers typically obtain data about market transactions and other key valuation model
inputs from multiple sources and, through the use of widely accepted internal valuation models, provide a
single fair value measurement for individual securities for which a fair value has been requested. The
inputs used by the valuation service providers include, but are not limited to, market prices from recently
completed transactions and transactions of comparable securities, interest rate yield curves, credit spreads,
currency rates, and other market-observable information as of the measurement date as well as the
specific attributes of the security being valued, including its term, interest rate, credit rating, industry
sector, and other issue or issuer-specific information. When market transactions or other market
observable data is limited, the extent to which judgment is applied in determining fair value is greatly
increased. We assess the reasonableness of individual security values received from valuation service
providers through various analytical techniques. In addition, we may validate the reasonableness of fair
values by comparing information obtained from the valuation service providers to other third-party
valuation sources for selected securities. We also validate prices for selected securities obtained from
brokers through reviews by members of management who have relevant expertise and who are
independent of those charged with executing investing transactions.

See Note 31 of the Notes to Consolidated Financial Statements in Item 8 for further information on fair
value measurements.

SELECTED SEGMENT INFORMATION
Allowance for Finance Receivable Losses

Our Credit Strategy and Policy Committee evaluates our finance receivable portfolio monthly by real
estate loans, non-real estate loans, and retail sales finance. Allowance for finance receivable losses is
calculated for each product and then allocated to each segment based upon its delinquency. We account
for our segments using the historical basis of accounting because management analyzes each business
segment on a historical basis. However, in order to reconcile to our consolidated allowance for finance
receivable losses, we are presenting our allowance for finance receivable losses by segments for the one
month ended December 31, 2010 and eleven months ended November 30, 2010. Changes in the
allowance for finance receivable losses by portfolio segment and by class were as follows:
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Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Balance at beginning of period (a):
Branch real estate loans $ - $ 633.2 $ 399.6 $ 2342
Centralized real estate - 536.4 369.8 137.2
Branch non-real estate loans - 292.0 301.3 187.6
Branch retail sales finance - 67.4 69.7 42.9
Total segment - 1,529.0 1,140.4 601.9
All other - 35 - -
Total $ - $1,532.5 $1,140.4 $ 601.9
Provision for finance receivable losses (b):
Branch real estate loans $13.3 $ 140.1 $ 532.2 $ 324.8
Centralized real estate 12.4 195.9 353.0 299.4
Branch non-real estate loans 9.8 69.6 290.2 355.4
Branch retail sales finance 3.3 38.1 95.2 100.8
Total segment 38.8 443.7 1,270.6 1,080.4
All other - 0.6 4.9 0.5
Total $38.8 $ 4443 $1,275.5 $1,080.9
Charge-offs:
Branch real estate loans $(11.2) $ (241.3) $ (302.4) $ (164.9)
Centralized real estate (12.2) (127.1) (168.1) (67.1)
Branch non-real estate loans (8.5) (199.7) (332.8) (272.7)
Branch retail sales finance (4.3 (82.4) (108.0) (83.3)
Total segment (36.2) (650.5) (911.3) (588.0)
All other - 0.3 (1.3) (0.8)
Total $(36.2) $ (650.2) $ (912.6) $ (588.8)
Recoveries:
Branch real estate loans $ 04 $ 90 $ 76 $ 55
Centralized real estate 0.3 1.8 1.0 0.3
Branch non-real estate loans 2.8 34.4 33.3 31.0
Branch retail sales finance 1.0 12.0 10.5 9.3
Total segment 45 57.2 52.4 46.1
All other - - (0.1) 0.3
Total $ 45 $ 572 $ 523 $ 464
Transfers to finance receivables held for sale:
Branch real estate loans $ - $ - $ (3.8) $ -
Centralized real estate - - (19.3) -
Total $ - $ > $ (23.1) $ -
Balance at end of period:
Branch real estate loans $ 25 $ 541.0 $ 633.2 $ 399.6
Centralized real estate 0.5 607.0 536.4 369.8
Branch non-real estate loans 4.1 196.3 292.0 301.3
Branch retail sales finance - 35.1 67.4 69.7
Total segment 7.1 1,379.4 1,529.0 1,140.4
All other - 4.4 3.5 -
Total $ 71 $1,383.8 $1,532.5 $1,140.4

(a) The beginning balance of allowance for finance receivable losses for the Successor Company includes the push-down

accounting adjustments.

(b) Provision for finance receivable losses for the Successor Company includes $20.8 million of net charge-offs on credit
impaired finance receivables, $10.9 million on non-credit impaired finance receivables, and $7.1 million for new origination
activity and TDR activity during the one month ended December 31, 2010. As a result of charging off the non-credit
impaired finance receivables, $8.8 million of valuation discount accretion was accelerated and is included as a component of

finance charges within revenues.
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Fair Isaac Corporation (FICO) Credit Scores

There are many different categorizations used in the consumer lending industry to describe the
creditworthiness of a borrower, including “prime”, “non-prime”, and “sub-prime”. While there are no
industry-wide agreed upon definitions for these categorizations, many market participants utilize third-
party credit scores as a means to categorize the creditworthiness of the borrower and his or her finance
receivable. Our finance receivable underwriting process does not use third-party credit scores as a
primary determinant for credit decisions. However, we do, in part, use such scores to analyze
performance of our finance receivable portfolio and for informational purposes we present below our net
finance receivables and delinquency ratios grouped into the following categories based solely on
borrower FICO credit scores at the date of origination or renewal:

e Prime: Borrower FICO score greater than or equal to 660
e Non-prime: Borrower FICO score greater than 619 and less than 660
e Sub-prime: Borrower FICO score less than or equal to 619

Many finance receivables included in the “prime” category in the table below might not meet other
market definitions of prime loans due to certain characteristics of the borrowers, such as their elevated
debt-to-income ratios, lack of income stability, or level of income disclosure and verification, as well as
credit repayment history or similar measurements.
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FICO-delineated prime, non-prime, and sub-prime categories for net finance receivables by portfolio
segment and by class were as follows:

Successor Predecessor
Company Company
December 31, December 31,
(dollars in millions) 2010 2009
Net finance receivables:
Branch real estate loans:
Prime $1,067.3 $1,262.1
Non-prime 1,162.4 1,462.5
Sub-prime 4,099.8 5,242.7
Other/FICO unavailable 1.0 13.3
Total $6,330.5 $7,980.6
Centralized real estate loans:
Prime $3,535.2 $4,783.9
Non-prime 912.8 1,171.8
Sub-prime 357.9 458.4
Other/FICO unavailable 0.4 0.6
Total $4,806.3 $6,414.7
Branch non-real estate loans:
Prime $ 528.4 $ 584.8
Non-prime 592.2 708.0
Sub-prime 1,483.0 1,883.4
Other/FICO unavailable 12.4 10.4
Total $2,616.0 $3,186.6
Branch retail sales finance:
Prime $ 2207 $ 638.2
Non-prime 72.3 177.3
Sub-prime 1975 306.5
Other/FICO unavailable 0.7 8.2
Total $ 491.2 $1,130.2
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FICO-delineated prime, non-prime, and sub-prime categories for delinquency ratios by portfolio segment
and by class were as follows:

Successor Predecessor
Company Company
December 31, December 31,
2010 2009
Delinquency ratio:
Branch real estate loans:
Prime 3.61% 4.44%
Non-prime 5.21 6.66
Sub-prime 6.89 8.45
Other/FICO unavailable 3.81 28.76
Total 6.03 7.52
Centralized real estate loans:
Prime 7.31% 6.62%
Non-prime 12.39 12.88
Sub-prime 12.43 15.37
Other/FICO unavailable - 3.55
Total 8.67 8.40
Branch non-real estate loans:
Prime 2.04% 2.92%
Non-prime 3.11 4.28
Sub-prime 4.75 5.98
Other/FICO unavailable N/M* 6.75
Total 3.84 5.05
Branch retail sales finance:
Prime 3.95% 3.57%
Non-prime 6.32 8.96
Sub-prime 5.71 8.74
Other/FICO unavailable 6.94 5.52
Total 5.01 5.78

*  Not meaningful

Higher-risk Real Estate Loans

Certain types of our real estate loans, such as interest only real estate loans, sub-prime real estate loans,
second mortgages, high LTV ratio mortgages, and low documentation real estate loans, can have a greater
risk of non-collection than our other real estate loans. Interest only real estate loans contain an initial
period where the scheduled monthly payment amount is equal to the interest charged on the loan. The
payment amount resets upon the expiration of this period to an amount sufficient to amortize the balance
over the remaining term of the loan. Sub-prime real estate loans are loans originated to a borrower with a
FICO score at the date of origination or renewal of less than or equal to 619. Second mortgages are
secured by a mortgage whose rights are subordinate to those of a first mortgage. High LTV ratio
mortgages have an original amount equal to or greater than 95.5% of the value of the collateral property
at the time the loan was originated. Low documentation real estate loans are loans to a borrower that
meets certain criteria which gives the borrower the option to supply less than the normal amount of
supporting documentation for income.
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Additional information regarding these higher-risk real estate loans for our branch and centralized real
estate business segments follows (our higher-risk real estate loans can be included in more than one of the
types of higher-risk real estate loans):

Delinquency Average Average

(dollars in millions) Amount Ratio LTV FICO

Successor Company

December 31, 2010

Branch higher-risk real estate loans:
Interest only (a)
Sub-prime $4,099.8 6.89% 74.8% 557
Second mortgages $ 835.9 7.43% N/A (b) 602
LTV greater than 95.5% at origination $ 1472 5.50% 97.8% 611
Low documentation (a)

Centralized real estate higher-risk loans:
Interest only $ 764.9 11.08% 88.6% 707
Sub-prime $ 3579 12.43% 77.4% 586
Second mortgages $ 329 2.61% N/A 703
LTV greater than 95.5% at origination $1,600.2 7.82% 99.4% 709
Low documentation $ 2754 13.32% 76.4% 664

Predecessor Company

December 31, 2009

Branch higher-risk real estate loans:
Interest only (a)
Sub-prime $5,242.7 8.45% 74.9% 557
Second mortgages $1,124.8 8.66% N/A 602
LTV greater than 95.5% at origination $ 3287 7.26% 97.8% 611
Low documentation (a)

Centralized real estate higher-risk loans:
Interest only $1,146.2 9.48% 88.3% 709
Sub-prime $ 4584 15.37% 77.1% 586
Second mortgages $ 435 2.88% N/A 702
LTV greater than 95.5% at origination $2,307.3 6.39% 99.4% 709
Low documentation $ 367.8 14.96% 76.6% 665

(@) Not applicable because these higher-risk loans are not offered by our branch business segment.

(b) Not available.

52



Item 7. Continued

Charge-off ratios for these higher-risk real estate loans for our branch and centralized real estate business
segments were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Branch
Higher-risk real estate loans charge-off ratios:
Interest only*
Sub-prime 3.10% 3.66% 3.71% 2.11%
Second mortgages 9.45% 9.89% 10.50% 5.98%
LTV greater than 95.5% at origination 5.94% 4.04% 4.96% 3.47%
Low documentation*
Centralized real estate
Higher-risk real estate loans charge-off ratios:
Interest only 3.04% 3.40% 4.12% 1.55%
Sub-prime 2.81% 2.56% 2.49% 0.97%
Second mortgages 0.93% 2.96% 4.92% 1.31%
LTV greater than 95.5% at origination 2.21% 2.38% 2.53% 0.89%
Low documentation 2.05% 1.82% 3.27% 1.22%

*  Not applicable because these higher-risk loans are not offered by our branch business segment.

A decline in the value of assets serving as collateral for our real estate loans may impact our ability to
collect on these real estate loans. The total amount of all real estate loans for which the estimated LTV
ratio exceeds 100% at December 31, 2010 was $2.0 hillion, or 18%, of total real estate loans.
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CAPITAL RESOURCES AND LIQUIDITY
Capital Resources
Our capital has varied primarily with the amount of our net finance receivables. We have historically

based our mix of debt and equity, or “leverage”, primarily upon maintaining leverage that supports cost-
effective funding.

Successor Predecessor
Company Company
December 31, 2010 December 31, 2009

(dollars in millions) Amount Percent Amount Percent
Long-term debt $15,168.0 90% $17,743.3 80%
Short-term debt - - 2,450.0 11
Total debt 15,168.0 90 20,193.3 91
Equity 1,618.2 10 1,916.7 9
Total capital $16,786.2 100% $22,110.0 100%
Net finance receivables $14,359.6 $18,839.2

We have historically issued a combination of fixed-rate debt, principally long-term, and floating-rate debt,
both long-term and short-term. Until September 2008, SLFC obtained our fixed-rate funding by issuing
public or private long-term unsecured debt with maturities primarily ranging from three to ten years, and
SLFC and SLFI obtained most of our floating-rate funding by issuing and refinancing commercial paper
and by issuing long-term, floating-rate unsecured debt. We issued such commercial paper, with maturities
ranging from 1 to 270 days, to banks, insurance companies, corporations, and other institutional investors.
At December 31, 2010, we had no issuances of commercial paper outstanding.

We historically maintained credit facilities to support the issuance of commercial paper and to provide an
additional source of funds for operating requirements. Due to the extraordinary events in the credit
markets, AIG’s liquidity issues, and our reduced liquidity, we borrowed all available commitments under
our primary credit facilities during September 2008, including our 364-day facility ($2.050 billion drawn
by SLFC and $400.0 million drawn by SLFI) and the SLFC $2.125 billion multi-year facility.

In July 2009, we converted the outstanding amounts under our expiring 364-day facility into one-year
term loans that would mature on July 9, 2010. The one-year term loans included a capital support
agreement (for the benefit of the lenders under the facility) with AIG, whereby AIG agreed to cause
SLFC to maintain: (1) a consolidated net worth (stockholder’s equity minus the amount of accumulated
other comprehensive income or loss) of at least $2.2 billion; and (2) an adjusted tangible leverage at or
below 8.0x (further adjusting for excess cash for a calculated “support leverage”).

On March 25, 2010, SLFC and SLFI each repaid all of their respective outstanding obligations under their
one-year term loans ($2.050 billion repaid by SLFC and $400.0 million repaid by SLFI). With these
repayments, the support agreement was terminated in accordance with its terms.

Additionally, SLFC’s multi-year credit facility had a minimum consolidated net worth requirement of
$1.8 billion. On April 26, 2010, SLFC repaid its outstanding borrowings under the multi-year facility.
With this repayment, SLFC no longer has a minimum consolidated net worth requirement under its senior
debt obligations.
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See Note 17 of the Notes to Consolidated Financial Statements in ltem 8 for additional information on
credit facilities.

In April 2010, Springleaf Financial Funding Company, a wholly owned subsidiary of SLFC, entered into
and fully drew down a $3.0 billion, five-year term loan pursuant to a Credit Agreement among Springleaf
Financial Funding Company, SLFC, and most of the consumer finance operating subsidiaries of SLFC
(collectively, the Subsidiary Guarantors), and a syndicate of lenders, various agents, and Bank of
America, N.A, as administrative agent. Any portion of the term loan that is repaid (whether at or prior to
maturity) will permanently reduce the principal amount outstanding and may not be reborrowed.

The term loan is guaranteed by SLFC and by the Subsidiary Guarantors. In addition, other SLFC
operating subsidiaries that from time to time meet certain criteria will be required to become Subsidiary
Guarantors. The term loan is secured by a first priority pledge of the stock of Springleaf Financial
Funding Company that was limited at the transaction date, in accordance with existing SLFC debt
agreements, to approximately 10% of SLFC’s consolidated net worth.

Springleaf Financial Funding Company used the proceeds from the term loan to make intercompany loans
to the Subsidiary Guarantors. The intercompany loans are secured by a first priority security interest in
eligible loan receivables, according to pre-determined eligibility requirements and in accordance with a
borrowing base formula. The Subsidiary Guarantors used proceeds of the loans to pay down their
intercompany loans from SLFC. SLFC used the payments from Subsidiary Guarantors to, among other
things, repay debt and fund operations.

Certain debt agreements of the Company contain terms that could result in acceleration of payments.
Under certain circumstances, an event of default or declaration of acceleration under the borrowing
agreements of the Company could also result in an event of default and declaration of acceleration under
other borrowing agreements of the Company.

Based upon SLFC’s financial results for the twelve months ended September 30, 2010, a mandatory
trigger event occurred under SLFC’s hybrid debt with respect to the hybrid debt’s semi-annual payment
due in January 2011. The mandatory trigger event required SLFC to defer interest payments to the junior
subordinated debt holders (and not make dividend payments to SLFI) unless SLFC obtained non-debt
capital funding in an amount equal to all accrued and unpaid interest on the hybrid debt otherwise payable
on the next interest payment date and paid such amount to the junior subordinated debt holders. During
December 2010, SLFC received from SLFI the non-debt capital funding necessary to satisfy (and did pay)
the January 2011 interest payments required by SLFC’s hybrid debt through SLFI’s purchase of SLFC
common stock.

Historically, we targeted our leverage to be a ratio of 9.0x of adjusted debt to adjusted tangible equity,
where adjusted debt equals total debt less 75% of our junior subordinated debentures (hybrid debt) and
where adjusted tangible equity equals total shareholder’s equity plus 75% of hybrid debt and less
goodwill, other intangible assets, and accumulated other comprehensive income or loss. Our method of
measuring target leverage reflects SLFC’s issuance of $350.0 million aggregate principal amount of 60-
year junior subordinated debentures following our acquisition of Ocean in January 2007. The debentures
underlie a series of trust preferred securities sold by a trust sponsored by SLFC in a Rule
144A/Regulation S offering. SLFC can redeem the debentures at par beginning in January 2017. Based
upon the “equity-like” terms of these junior subordinated debentures, our leverage calculation treated the
hybrid debt as 75% equity and 25% debt.
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Due to the Company’s and our former indirect parent’s liquidity positions, our primary capitalization
efforts have been focused on improving liquidity and maintaining compliance with our existing debt
agreements, and not on achieving a targeted leverage. Additionally, the application of push-down
accounting significantly altered the presentation of many leverage calculation components and has
thereby made our historical methods of leverage calculation less meaningful, particularly when compared
to leverage measurements of the Predecessor Company. Our adjusted tangible leverage at December 31,
2010 was 9.03x compared to 9.16x at December 31, 2009. In calculating December 31, 2010 leverage,
management deducted $1.2 billion of cash equivalents from adjusted debt, resulting in an effective
adjusted tangible leverage of 8.34x. In calculating December 31, 2009 leverage, management deducted
$1.1 billion of cash equivalents from adjusted debt, resulting in an effective adjusted tangible leverage of
8.64x (including the $1.6 billion loaned to AIG under a demand note as a cash equivalent debt reduction
would lower this December 31, 2009 leverage measurement to 7.93x).

Reconciliations of total debt to adjusted debt were as follows:

Successor Predecessor
Company Company
December 31, December 31,
(dollars in millions) 2010 2009
Total debt $15,168.0 $20,193.3
75% of hybrid debt (128.6) (262.0)
Adjusted debt $15,039.4 $19,931.3
Reconciliations of equity to adjusted tangible equity were as follows:
Successor Predecessor
Company Company
December 31, December 31,
(dollars in millions) 2010 2009
Equity $1,618.2 $1,916.7
75% of hybrid debt 128.6 262.0
Net other intangible assets (83.7) -
Accumulated other comprehensive loss (income) 2.5 (1.8)
Adjusted tangible equity $1,665.6 $2,176.9

Liquidity

Our sources of funds have included cash flows from operations, issuances of long-term debt in domestic
and foreign markets, short-term borrowings in the commercial paper market, borrowings from banks
under credit facilities, sales of finance receivables, and securitizations. SLFI has also received capital
contributions from its former indirect parent to support finance receivable growth and maintain leverage
measures and compliance with debt agreements. Subject to insurance regulations, we also have received
dividends from our insurance subsidiaries. SLFC received $466.0 million of dividends from its insurance
subsidiaries during 2008 and $200.0 million during first quarter 2009. The majority of these insurance
subsidiary dividends exceeded insurance company ordinary dividend levels and required regulatory
approval before they could be paid. There can be no assurance that any regulatory approvals for future
dividends exceeding ordinary dividend levels will be obtained.
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While overall credit markets and our near-term liquidity position each have improved, we anticipate that
our primary sources of funds to support operations and repay obligations will be finance receivable
collections from operations, cash on hand, and, as needed and available, additional borrowings,
securitizations, or portfolio sales.

The principal factors that could decrease our liquidity are customer non-payment, a decline in customer
prepayments, and a prolonged inability to adequately access capital market funding. We intend to support
our liquidity position by operating the Company utilizing the following strategies:

e managing originations and purchases of finance receivables and maintaining disciplined
underwriting standards and pricing for such loans; and
e as needed, pursuing additional borrowings, securitizations, or portfolio sales.

However, it is possible that the actual outcome of one or more of our plans could be materially different
than expected or that one or more of our significant judgments or estimates could prove to be materially

incorrect.

Principal sources and uses of cash were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Principal sources of cash:
Net collections/originations and purchases
of finance receivables $132.8 $1,653.2 $2,645.6 $ -
Net repayment/establishment of note receivable
from AIG - 1,550.9 - -
Operations = 383.6 554.8 8425
Sales and principal collections on finance
receivables held for sale originated as held
for investment - 37.8 1,990.9 -
Capital contributions - 21.9 604.3 220.0
Net investment securities called and sold/
purchased 8.5 - 27.8 581.5
Total $141.3 $3,647.4 $5,823.4 $1,644.0
Principal uses of cash:
Net repayment/issuances of debt $122.7 $3,424.9 $4,049.7 $1,996.9
Operations 110.8 - - -
Establishment of note receivable from AIG - - 1,550.9 -
Net originations and purchases/collections of
finance receivables - - - 826.6
Net investment securities purchased/called
and sold - 2.9 - -
Total $233.5 $3,427.8 $5,600.6 $2,823.5

During 2010, we continued to manage our liquidity with cash from operations, proceeds of $501.2 million
from a real estate loan securitization transaction in March 2010, and the execution and full draw down of
a $3.0 billion five-year secured term loan in April 2010. During the first three months of 2010, we also
received repayment of AlG’s $1.6 billion demand promissory notes. SLFC and SLFI used a portion of the
proceeds from these transactions to repay the $2.450 billion one-year term loans in March 2010 ($2.050
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billion repaid by SLFC and $400.0 million repaid by SLFI) and the SLFC $2.125 billion multi-year credit
facility in April 2010, both prior to their due dates in July 2010. On May 11, 2010, SLFC made a loan of
$750.0 million to AIG that was payable on demand at any time. The cash used to fund the AIG loan came
from operations and SLFC’s secured term loan. On November 29, 2010, AIG repaid the $750.0 million
demand promissory note plus accrued interest of $1.3 million.

During 2009, we sold $1.9 billion of finance receivables held for sale and received securitization proceeds
of $967.3 million as part of our efforts to support our liquidity from sources other than our traditional
capital market sources. During March 2009, SLFC repaid the $419.5 million (plus interest) owed under
the demand note payable to AIG Funding and, on March 24, 2009, SLFC made a loan of $800.0 million
to AIG that was callable on one business day’s notice under the March 24, 2009 demand note agreement.
In August 2009, SLFC made an additional loan of $750.0 million to AIG under the March 24, 2009
demand note agreement. The cash used to fund the repayment of the demand note and these loans to AIG
came from asset sale and securitization proceeds, operations, insurance subsidiary dividends, and the AIG
capital contribution received in March 2009.

During 2008, significant disruptions in the capital markets and liquidity issues resulted in credit ratings
downgrades on our debt as well as AlG’s debt. These events prevented access to our traditional funding
sources and resulted in the Company borrowing funds from AIG, drawing the full amounts available
under our primary credit facilities, significantly limiting our lending activities, and pursuing alternative
funding sources, including portfolio or asset sales. These factors as well as the slower U.S. housing
market, our tighter underwriting guidelines, and our liquidity management efforts are reflected in our
principal sources and uses of cash in 2008. Net cash from operations decreased in 2008 primarily due to a
decrease in net sales and principal collections of finance receivables held for sale resulting from our
decision to significantly reduce our mortgage banking operations, including ceasing WFI’s wholesale
originations effective June 17, 2008. As an additional source of funds, during 2008 our insurance
subsidiaries sold investment securities, the proceeds of which were used by them to pay dividends of
$466.0 million to SLFC.

At December 31, 2010, material obligations were as follows:

Interest
Long-term Payments Operating

(dollars in millions) Debt (a) on Debt (a) (b) Leases (c) Total

First quarter 2011 $ 6883 $ 190.5 $ 10.6 $ 8894
Second quarter 2011 823.5 296.1 10.2 1,129.8
Third quarter 2011 1,031.1 155.7 9.5 1,196.3
Fourth quarter 2011 828.1 289.9 8.8 1,126.8
2011 3,371.0 932.2 39.1 4,342.3
2012-2013 4,450.6 1,479.0 48.2 5,977.8
2014-2015 4,183.8 977.9 17.0 5,178.7
2016+ 3,162.6 907.2 4.8 4,074.6
Total $15,168.0 $4,296.3 $109.1 $19,573.4

(&) Long-term debt and interest payments on debt include estimated payments for on-balance sheet securitizations.

(b) Future interest payments on floating-rate debt are estimated based upon floating rates in effect at December 31,
2010.

(c) Operating leases include annual rental commitments for leased office space, automobiles, and data processing
and related equipment.
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ANALYSIS OF FINANCIAL CONDITION
Finance Receivables

Amount, number, and average size of net finance receivables originated and renewed by type were as
follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
2010 2010 2009 2008
Originated
Amount (in millions):
Real estate loans $ 8.1 $124.6 $ 2674 $1,172.2
Non-real estate loans 60.4 704.0 714.0 1,399.3
Retail sales finance 7.1 77.9 687.9 2,198.9
Total $75.6 $906.5 $1,669.3 $4,770.4
Number:
Real estate loans 76 1,635 4,789 18,567
Non-real estate loans 21,389 211,542 191,484 321,672
Retail sales finance 2,495 23,649 214,338 764,868
Total 23,960 236,826 410,611 1,105,107
Average size (to nearest dollar):
Real estate loans $107,145 $76,218 $55,843 $63,131
Non-real estate loans 2,827 3,328 3,729 4,350
Retail sales finance 2,841 3,295 3,209 2,875
Renewed (includes additional
funds borrowed)
Amount (in millions):
Real estate loans $ 14 $ 246 $ 770 $ 534.8
Non-real estate loans 125.6 1,243.5 1,338.3 1,901.0
Total $127.0 $1,268.1 $1,415.3 $2,435.8
Number:
Real estate loans 28 468 1,456 7,944
Non-real estate loans 33,940 322,285 332,348 409,011
Total 33,968 322,753 333,804 416,955
Average size (to nearest dollar):
Real estate loans $48,893 $52,647 $52,883 $67,322
Non-real estate loans 3,699 3,858 4,027 4,648

The slower U.S. housing market, our tighter underwriting guidelines, and our liquidity management
efforts resulted in lower levels of originations of real estate loans in 2010 than in 2009 and 2008.
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Amount and number of net finance receivables net (transferred/sold) transferred back/purchased by type

were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Net (transferred/sold) transferred
back/purchased
Amount (in millions):
Real estate loans $ - $526.9 $(1,867.7) $ 116.6
Non-real estate loans - 0.1 - 287.0
Retail sales finance - - 0.5 166.9
Total $ - $527.0 $(1,867.2) $ 570.5
Number:
Real estate loans - 4,252 (11,952) 12,136
Non-real estate loans - 1 - 80,385
Retail sales finance - - 68 29,991
Total - 4,253 (11,884) 122,512

In February 2010, we transferred $170.7 million of real estate loans at the lower of cost or fair value from
finance receivables held for sale back to finance receivables held for investment in preparation for an on-
balance sheet securitization that was completed in March 2010. In June 2010, we transferred $484.9
million of real estate loans at the lower of cost or fair value from finance receivables held for sale back to
finance receivables held for investment due to management’s intent to hold these finance receivables for
the foreseeable future. As of December 31, 2010, management has both the intent and ability to hold the
remainder of the finance receivable portfolio for the foreseeable future.

During 2008 and 2009, we transferred $972.5 million and $1.9 billion, respectively, of real estate loans
from finance receivables held for investment to finance receivables held for sale due to management’s
intent to no longer hold these finance receivables for the foreseeable future.

Effective February 29, 2008, we purchased a substantial portion of Equity One, Inc.’s consumer branch

finance receivable portfolio consisting of $1.0 billion of real estate loans, $289.8 million of non-real
estate loans, and $156.0 million of retail sales finance receivables.

60



Item 7. Continued

Amount and number of total net finance receivables originated, renewed, and net (transferred/sold)
transferred back/purchased by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, | November 30, December 31, December 31,
2010 2010 2009 2008
Originated, renewed, and
net (transferred/sold)
transferred back/purchased
Amount (in millions):
Real estate loans $ 95 $ 676.1 $(1,523.3) $1,823.6
Non-real estate loans 186.0 1,947.6 2,052.3 3,587.3
Retail sales finance 7.1 77.9 688.4 2,365.8
Total $202.6 $2,701.6 $1,217.4 $7,776.7
Number:
Real estate loans 104 6,355 (5,707) 38,647
Non-real estate loans 55,329 533,828 523,832 811,068
Retail sales finance 2,495 23,649 214,406 794,859
Total 57,928 563,832 732,531 1,644,574

Amount, number, and average size of net finance receivables by type were as follows:

Successor Predecessor
Company Company
December 31, 2010 December 31, 2009 December 31, 2008
Amount Percent Amount Percent Amount Percent
Net finance receivables
Amount (in millions):
Real estate loans $11,252.4 78% $14,519.9 T7% $18,352.9 75%
Non-real estate loans 2,616.0 18 3,190.1 17 4,035.1 16
Retail sales finance 491.2 4 1,129.2 6 2,211.4 9
Total $14,359.6 100% $18,839.2 100% $24,599.4 100%
Number:
Real estate loans 172,817 15% 187,715 13% 221,325 10%
Non-real estate loans 777,067 68 843,258 57 978,062 a7
Retail sales finance 188,985 17 436,435 30 899,877 43
Total 1,138,869 100% 1,467,408 100% 2,099,264 100%
Average size (to nearest dollar):
Real estate loans $65,112 $77,351 $82,923
Non-real estate loans 3,366 3,783 4,126
Retail sales finance 2,599 2,587 2,457

As of December 31, 2010, it is probable that we will hold the remainder of the finance receivable
portfolio for the foreseeable future, as management’s intent is to focus on non-traditional funding sources,
including securitizations.
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The amount of first mortgage loans was 91% of our real estate loan net receivables at December 31, 2010
and 2009 and 92% at December 31, 2008.

The largest concentrations of net finance receivables were as follows:

Successor Predecessor
Company Company
December 31, 2010 December 31, 2009* December 31, 2008*

(dollars in millions) Amount Percent Amount Percent Amount Percent
California $ 1,633.1 11% $ 2,206.2 12% $ 3,011.5 12%
Florida 946.4 7 1,229.0 7 1,565.2 6
N. Carolina 807.1 6 1,116.5 6 1,340.2 6
Ohio 777.8 5 989.4 5 1,231.3 5
Virginia 749.4 5 974.0 5 1,258.5 5
Ilinois 616.7 4 836.8 4 1,091.1 4
Pennsylvania 609.5 4 779.3 4 1,040.4 4
Tennessee 528.4 4 669.6 4 888.8 4
Other 7,691.2 54 10,038.4 53 13,172.4 54
Total $14,359.6 100% $18,839.2 100% $24,599.4 100%

* December 31, 2008 and 2009 concentrations of net finance receivables are presented in the order of December

31, 2010 state concentrations.

Geographic diversification of finance receivables reduces the concentration of credit risk associated with
economic stresses in any one region. However, the unemployment and housing market stresses in the U.S.
have been national in scope and not limited to a particular region. While finance receivables have
exposure to further economic uncertainty, we believe that the allowance for finance receivable losses is
adequate to absorb losses inherent in our existing portfolio. In addition, 97% of our finance receivables at
December 31, 2010 were secured by real property or personal property. See Analysis of Operating
Results — Provision for Finance Receivable Losses for further information on allowance ratio,
delinquency ratio, and charge-off ratio and Note 2 of the Notes to Consolidated Financial Statements in
Item 8 for further information on how we estimate finance receivable losses.

Contractual maturities of net finance receivables by type at December 31, 2010 were as follows:

Real Non-Real Retail

(dollars in millions) Estate Loans Estate Loans Sales Finance Total

2011 $ 2732 $ 804.1 $140.3 $ 1,217.6
2012 344.9 925.4 1185 1,388.8
2013 360.3 526.7 79.3 966.3
2014 373.7 179.7 50.8 604.2
2015 387.1 59.1 30.9 477.1
2016+ 9,513.2 121.0 71.4 9,705.6
Total $11,252.4 $2,616.0 $491.2 $14,359.6

Company experience has shown that customers will renew, convert or pay in full a substantial portion of
finance receivables prior to maturity. Contractual maturities are not a forecast of future cash collections.
See Note 6 of the Notes to Consolidated Financial Statements in Item 8 for actual principal cash
collections and such collections as a percentage of average net receivables by type for each of the last

three years.
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Real Estate Owned

Changes in the amount of real estate owned were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Balance at beginning of period (a) $177.8 $143.1 $135.3 $123.7
Properties acquired 28.7 260.8 320.2 209.6
Properties sold or disposed of (24.7) (205.9) (277.4) (165.2)
Writedowns (2.9) (36.9) (35.0) (32.8)
Balance at end of period $178.9 $161.1 $143.1 $135.3
Real estate owned as a percentage of real
estate loans 1.59% N/A (b) 0.99% 0.74%

(@ The beginning balance of real estate owned for the Successor Company includes the push-down accounting
adjustments.

(b) Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

Changes in the number of real estate owned properties were as follows:

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Balance at beginning of period 2,151 1,867 1,730 1,502
Properties acquired 346 3,466 3,814 2,581
Properties sold or disposed of (363) (3,182) (3,677) (2,353)
Balance at end of period 2,134 2,151 1,867 1,730

The increase in real estate owned at November 30, 2010 when compared to December 31, 2009 and in
2009 when compared to 2008 reflected higher foreclosures as a result of negative economic fundamentals
and the downturn in the U.S. residential real estate market. Real estate owned at December 31, 2010
reflected the impact of push-down accounting adjustments, which increased real estate owned by $16.7
million. See Note 2 of the Notes to Consolidated Financial Statements in Item 8 for information relating
to our accounting policy for real estate owned.
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Finance Receivables Held for Sale

Finance receivables held for sale were as follows:

Successor Predecessor
Company Company
December 31, December 31, December 31,
(dollars in millions) 2010 2009 2008
Finance receivables originated as held for investment $ - $688.0 $945.0
Finance receivables originated as held for sale - - 15.4
Total $ - $688.0 $960.4

In February 2010, we transferred $170.7 million of real estate loans at the lower of cost or fair value from
finance receivables held for sale back to finance receivables held for investment in preparation for an on-
balance sheet securitization that was completed in March 2010. In June 2010, we transferred $484.9
million of real estate loans at the lower of cost or fair value from finance receivables held for sale back to
finance receivables held for investment due to management’s intent to hold these finance receivables for
the foreseeable future.

During 2009, we transferred $1.9 billion of real estate loans from finance receivables held for investment
to finance receivables held for sale due to management’s intent to no longer hold these finance
receivables for the foreseeable future. In 2009, we sold $1.9 billion of finance receivables held for sale.
Currently, WFI’s limited loan origination activity relates to the financial remediation program discussed
in Note 4 of the Notes to Consolidated Financial Statements in ltem 8.

Investments

Insurance investments by type were as follows:

Successor Predecessor
Company Company
December 31, 2010 December 31, 2009 December 31, 2008

(dollars in millions) Amount Percent Amount Percent Amount Percent
Investment securities $745.8 85% $733.3 84% $696.3 83%
Commercial mortgage loans 128.4 15 139.3 16 143.9 17
Policy loans 15 - 1.6 - 1.6 -
Investment real estate - - - - 0.1 -
Total $875.7 100% $874.2 100% $841.9 100%

Investment securities are the majority of our insurance business segment’s investment portfolio. Our
investment strategy is to optimize after-tax returns on invested assets, subject to the constraints of
liquidity, diversification, and regulation. See Note 10 of the Notes to Consolidated Financial Statements
in Item 8 for further information on investment securities.
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Asset/Liability Management

To reduce the risk associated with unfavorable changes in interest rates on our debt not offset by
favorable changes in yield of our finance receivables, we monitor the anticipated cash flows of our assets
and liabilities, principally our finance receivables and debt. Although finance receivable lives may change
in response to market interest rates and credit conditions, for the quarter ending December 31, 2010, our
finance receivables had the following average lives based upon the levels of principal repayments during
the fourth quarter of 2010 and excluding the impact of renewals:

Average Life

In Years
Real estate loans 7.9
Non-real estate loans 1.7
Retail sales finance 1.2
Total 4.3

The contractual weighted-average life until maturity for our long-term debt was 4.1 years at December
31, 2010.

We have funded finance receivables with a combination of fixed-rate and floating-rate debt and equity.
We based the mix of fixed-rate and floating-rate debt issuances, in part, on the nature of the finance
receivables being supported.

We have historically issued fixed-rate, long-term unsecured debt as the primary source of fixed-rate debt.
SLFC also has altered the nature of certain floating-rate funding by using swap agreements to convert to
fixed-rate, long-term debt in order to limit our exposure to market interest rate increases. Additionally,
SLFC has swapped fixed-rate, long-term debt interest payments to floating-rate interest payments.
Including the impact of interest rate swap agreements that effectively fix floating-rate debt or float fixed-
rate debt, our floating-rate debt represented 24% of our borrowings at December 31, 2010, compared to
26% at December 31, 2009. Adjustable-rate net finance receivables represented 5% of our total portfolio
at December 31, 2010 and 2009. Some of our adjustable-rate real estate loans contain a fixed-rate for the
first 24, 36, 48, or 60 months and then convert to an adjustable-rate for the remainder of the term. These
real estate loans still in a fixed-rate period totaled $15.7 million and represented less than 1% of total real
estate loans at December 31, 2010, compared to $101.5 million, or 1%, at December 31, 2009.
Approximately $750.7 million, or 7%, of our real estate loans at December 31, 2010 are scheduled to
reset by the end of 2011.

For the past several quarters, we have had limited direct control of our asset/liability mix as a result of our

limited access to capital markets, our significantly restricted origination of finance receivables, and our
sale or securitization of finance receivables.
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ANALYSIS OF OPERATING RESULTS

Net Income (Loss)

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Net income (loss) $1,472.2 $(14.0) $(477.7) $(1,345.7)
Amount change from full prior year N/M (a) $463.7 $868.0 $(1,458.0)
Percent change from full prior year N/M 97% 65% N/M
Return on average assets N/M (0.07)% (1.92)% (4.60)%
Return on average equity N/M (0.79)% (24.86)% (49.96)%
Ratio of earnings to fixed charges (b) N/M N/A N/A N/A

(@) Not meaningful

(b) Not applicable. Earnings were inadequate to cover total fixed charges by $264.7 million during the eleven
months ended November 30, 2010, $909.2 million in 2009, and $950.7 million in 2008.

During 2008 and 2009, the U.S. residential real estate and credit markets experienced significant
disruption as housing prices generally declined, unemployment increased, consumer delinquencies
increased, and credit availability contracted and became more expensive for consumers and financial
institutions. Many of these 2008 and 2009 trends carried over into 2010. These market disruptions
negatively impacted our results during 2008, 2009, and 2010.

Decreased property values that accompany a market downturn can reduce a borrower’s willingness to
repay and their ability to refinance his or her mortgage. In addition, interest rate resets on adjustable-rate
loans could negatively impact a borrower’s ability to repay. Defaults by borrowers on real estate loans
could cause losses to us, could lead to increased claims relating to non-prime or sub-prime mortgage
origination practices, and could encourage increased or changing regulation. Any increased or changing
regulation could limit the availability of, or require changes in, the terms of certain real estate loan
products and could also require us to devote additional resources to comply with that regulation.

Net loss decreased for the eleven months ended November 30, 2010 when compared to the twelve months
ended December 31, 2009 primarily due to lower provision for finance receivable losses resulting from
our lower delinquency and net charge-offs, higher other revenues reflecting foreign exchange gains on
foreign currency denominated debt, partially offset by lower finance charges resulting from decrease in
average net finance receivables due to our tighter underwriting guidelines, liquidity management efforts,
and one less month in the 2010 period, and lower benefit from income taxes. See Provision for Finance
Receivable Losses, Other Revenues, Finance Charges, and (Benefit from) Provision for Income Taxes for
further information. The overall credit quality of our finance receivable portfolios improved during the
eleven months ended November 30, 2010 when compared to the twelve months ended December 31,
2009. Our charge-off ratio decreased to 3.60% for the eleven months ended November 30, 2010
compared to 3.92% for the twelve months ended December 31, 2009. Our delinquency ratio decreased to
6.55% at December 31, 2010, from 7.24% at December 31, 2009. As a result of our analysis of the
favorable trends in our credit quality during the eleven months ended November 30, 2010, partially offset
by the increase in TDR net finance receivables, we decreased our allowance for finance receivable losses
by $148.7 million during the eleven months ended November 30, 2010.
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Net income for the one month ended December 31, 2010 reflected the bargain purchase gain resulting
from the FCFI Transaction. See Note 3 of the Notes to Consolidated Financial Statements in Item 8 for
further information on the FCFI Transaction.

Net loss decreased in 2009 primarily due to lower provision for income taxes, operating expenses
(reflecting goodwill and other intangible assets impairments during 2008), and interest expense, partially
offset by lower finance charges resulting from the sales of real estate loan portfolios as part of our
liquidity management efforts, higher provision for finance receivable losses resulting from our higher
levels of delinquency and net charge-offs, and lower revenues on finance receivables held for sale
originated as held for investment. See (Benefit from) Provision for Income Taxes, Operating Expenses,
Interest Expense, Finance Charges, Provision for Finance Receivable Losses, and Finance Receivables
Held for Sale Originated as Held for Investment Revenues for further information. Due to economic
conditions, we re-evaluated all of our business segments and other operations (including headquarters) in
2009, which resulted in the consolidation of certain branch operations and the closing of 200 branch
offices throughout the United States and reductions in our number of employees. See Operating Expenses
for further information. The overall credit quality of our finance receivable portfolios declined during
2009. Our charge-off ratio increased to 3.92% in 2009 compared to 2.08% in 2008. Our delinquency ratio
increased to 7.24% at December 31, 2009, from 4.99% at December 31, 2008. As a result of our quarterly
evaluations of our finance receivable portfolios and economic assessments, we increased our allowance
for finance receivable losses by a net addition of $415.3 million to $1.5 billion in 2009.

Benefit from income taxes increased in 2009 when compared to provision for income taxes in 2008
reflecting: (1) AIG’s projection that it would have sufficient taxable income in 2009 to use our 2009
estimated tax losses; and (2) a tax return election made by certain of the Company’s affiliates.

Net loss for 2008 reflected a $679.7 million increase in provision for finance receivable losses, the
establishment of a deferred tax asset valuation allowance of $622.6 million, goodwill and other intangible
assets impairments of $443.7 million, and a $91.6 million increase in realized losses on investment
securities and securities lending. See Provision for Finance Receivable Losses, (Benefit from) Provision
for Income Taxes, Operating Expenses, and Investment Revenue for further information. Net loss for
2008 also reflected a $59.4 million decline in mortgage banking revenues primarily due to the slower U.S.
housing market. Effective June 17, 2008, we significantly reduced our mortgage banking operations,
including ceasing WFI’s wholesale originations (originations through mortgage brokers). See Note 4 of
the Notes to Consolidated Financial Statements in Item 8 for information on the Supervisory Agreement
with the Office of Thrift Supervision (OTS) dated June 7, 2007 (the Supervisory Agreement). Due to
economic conditions, we re-evaluated our branch business segment during 2008, which resulted in the
consolidation of certain branch operations and the closing of 242 branch offices throughout the United
States. See Operating Expenses for further information. Our charge-off ratio increased to 2.08% in 2008
compared to 1.16% in 2007. Our delinquency ratio increased to 4.99% at December 31, 2008, from
2.84% at December 31, 2007. As a result of our quarterly evaluations of our finance receivable portfolios
and economic assessments, we increased our allowance for finance receivable losses by a net addition of
$538.5 million to $1.1 billion in 2008.

See Note 29 of the Notes to Consolidated Financial Statements in Item 8 for information on the results of
the Company’s business segments.

For a discussion of risk factors relating to our businesses, see “Risk Factors” in Part I, Item 1A.
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Our statements of operations line items (which were annualized for the one month ended December 31,
2010 and the eleven months ended November 30, 2010) as percentages of each period’s average net
receivables were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Revenues
Finance charges 15.07%* 10.20% 10.16% 10.20%
Insurance 0.94 0.69 0.63 0.61
Finance receivables held for sale originated
as held for investment - 0.12 (0.33) (0.11)
Investment 0.04 0.23 0.23 (0.03)
Other 1.66 0.44 (0.27) (0.01)
Total revenues 17.71 11.68 10.42 10.66
Expenses
Interest expense 9.86 6.08 5.03 4.81
Operating expenses:
Salaries and benefits 2.57 2.37 1.98 191
Other operating expenses 2.20 1.87 1.44 3.18
Provision for finance receivable losses 3.22 2.71 5.88 4.14
Insurance losses and loss adjustment 0.27
expenses 0.38 0.27 0.28
Total expenses 18.23 13.30 14.61 14.31
Bargain purchase gain 122.75 - - -
Income (loss) before (benefit from) provision
for income taxes 122.23 (1.62) (4.19) (3.65)
(Benefit from) provision for income taxes (0.12) (1.53) (1.99) 1.51
Net income (loss) 122.35% (0.09)% (2.20)% (5.16)%

*  Finance charges as a percentage of average net receivables for the one month ended December 31, 2010 does
not equal yield for the one month ended December 31, 2010 due to differences in the calculation of annualized
finance charges. (The calculation of annualized finance charges in the table above does not adjust for finance
charges that accrue on a 365-day basis.)
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Factors that affected the Company’s operating results were as follows:

Finance Charges

Finance charges by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Real estate loans $ 1136 $ 9823 $ 1,269.0 $ 1,587.0
Non-real estate loans 57.5 580.3 731.3 827.3
Retail sales finance 10.2 105.7 205.3 245.0
Total $ 1813 $ 1,668.3 $ 2,205.6 $ 2,659.3
Amount change from full prior year N/M* $ (537.3) $ (453.7) $ 612
Percent change from full prior year N/M (24)% 17)% 2%
Average net receivables $14,439.2 $17,861.8 $21,703.3 $26,081.0
Yield 14.82% 10.20% 10.16% 10.20%
*  Not meaningful
Finance charges (decreased) increased from the full prior year due to the following:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Change in average net receivables N/M* $(430.2) $(443.3) $129.9
Change in yield N/M 12.9 (5.2) (75.1)
Change in number of days N/M (120.0) (5.2 6.4
Total N/M $(537.3) $(453.7) $ 61.2
*  Not meaningful
Average net receivables by type were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Real estate loans $11,317.0 $14,155.8 $16,430.6 $19,756.1
Non-real estate loans 2,620.8 2,916.3 3,578.6 4,098.8
Retail sales finance 501.4 789.7 1,694.1 2,226.1
Total $14,439.2 $17,861.8 $21,703.3 $26,081.0
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Average net receivables by type as a percent of total were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Real estate loans 78% 79% 76% 76%
Non-real estate loans 18 16 16 16
Retail sales finance 4 5 8 8
Total 100% 100% 100% 100%
Changes in average net receivables by type from the full prior year were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Amount change from prior full year (in
millions):
Real estate loans N/M* $(2,274.8) $(3,325.5) $ 5305
Non-real estate loans N/M (662.3) (520.2) 393.4
Retail sales finance N/M (904.4) (532.0) 219.6
Total N/M $(3,841.5) $(4,377.7) $1,143.5
Percent change from prior full year:
Real estate loans N/M (14)% 17"% 3%
Non-real estate loans N/M (129) (13) 11
Retail sales finance N/M (53) (24) 11
Total N/M (18)% (17)% 5%

*  Not meaningful

The decrease in average net finance receivables for the eleven months ended November 30, 2010 when
compared to the twelve months ended December 31, 2009 and in 2009 when compared to 2008 reflected
our tighter underwriting guidelines and liquidity management efforts. The decrease in average finance
receivables in 2009 also reflected the slower U.S. housing market. We transfer finance receivables held
for investment to finance receivables held for sale when it is probable that, as part of our liquidity
management efforts, management’s intent or ability is to no longer hold those finance receivables for the
foreseeable future. During 2009, we transferred $1.9 billion of real estate loans from finance receivables
held for investment to finance receivables held for sale.

In February 2010, we transferred $170.7 million of real estate loans at the lower of cost or fair value from
finance receivables held for sale back to finance receivables held for investment in preparation for an on-
balance sheet securitization that was completed in March 2010. In June 2010, we transferred $484.9
million of real estate loans at the lower of cost or fair value from finance receivables held for sale back to
finance receivables held for investment due to management’s intent to hold these finance receivables for
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the foreseeable future. As of December 31, 2010, management has both the intent and ability to hold the
remainder of the finance receivable portfolio for the foreseeable future.

Average net receivables for the one month ended December 31, 2010 reflected the impact of push-down
accounting adjustments, which decreased average net receivables by $2.4 billion for the one month ended

December 31, 2010.

Yield by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Real estate loans 11.83% 7.58% 7.72% 8.03%
Non-real estate loans 25.98 21.73 20.44 20.18
Retail sales finance 23.94 14.63 12.12 11.01
Total 14.82 10.20 10.16 10.20
Changes in yield in basis points (bp) by type from the full prior year were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Real estate loans N/M* (14) bp (31) bp (31) bp
Non-real estate loans N/M 129 26 (44)
Retail sales finance N/M 251 111 (54)
Total N/M 4 (4) (22)

*  Not meaningful

Yield increased for the eleven months ended November 30, 2010 when compared to the twelve months
ended December 31, 2009 primarily due to higher non-real estate loan and retail sales finance yields
reflecting the origination of new finance receivables at higher rates based on market conditions and the
discontinuation of certain promotional products, partially offset by the increase of real estate loan
modifications, including TDRs (which result in reduced finance charges).

Yield decreased in 2009 primarily due to lower real estate loan yield reflecting the increase in later stage
delinquencies (which result in reversal of accrued finance charges) and the increase of real estate loan
modifications, including TDRs, partially offset by higher retail sales finance and non-real estate loan yield
reflecting the origination of new finance receivables at higher rates based on market conditions and the
discontinuation of certain promotional products.

Yield for the one month ended December 31, 2010 reflected the impact of push-down accounting
adjustments, which increased yield by 467 basis points for the one month ended December 31, 2010.
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Insurance Revenues

Insurance revenues were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Earned premiums $11.3 $113.0 $136.3 $155.5
Commissions - 0.6 0.6 3.6
Total $11.3 $113.6 $136.9 $159.1
Amount change from full prior year N/M* $(23.3) $(22.2) $ (8.8)
Percent change from full prior year N/M (17)% (14)% (5)%

*  Not meaningful

Earned premiums decreased for the eleven months ended November 30, 2010 when compared to the
twelve months ended December 31, 2009 primarily due to decreases in credit earned premiums and one
less month in the 2010 period.

Earned premiums decreased in 2009 primarily due to decreases in non-credit premium volume and credit
earned premiums. Commissions decreased in 2009 primarily due to a decline in commissions that Ocean
receives from the sale of various insurance products.

The components of earned premiums for the one month period ended December 31, 2010 are included in
the table below.

Premiums earned by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Credit insurance:
Life $21 $ 224 $ 283 $ 316
Accident and health 2.2 24.3 30.8 35.0
Property and casualty 1.6 17.5 23.9 26.5
Involuntary unemployment 14 14.6 15.6 15.3
Non-credit insurance:
Life 1.2 9.2 9.3 155
Accident and health 11 6.5 5.8 10.1
Premiums assumed under reinsurance
agreements 1.7 18.5 22.6 215
Total $11.3 $113.0 $136.3 $155.5
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Premiums written by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Credit insurance:
Life $ 20 $ 20.3 $ 20.7 $ 288
Accident and health 2.0 19.1 189 30.7
Property and casualty 15 16.0 19.6 26.2
Involuntary unemployment 15 14.1 13.3 15.3
Non-credit insurance:
Life 1.3 9.2 9.3 15.4
Accident and health 1.1 6.5 5.8 10.1
Premiums assumed under reinsurance
agreements 1.5 16.5 21.0 235
Total $10.9 $101.7 $108.6 $150.0

Finance Receivables Held for Sale Originated as Held for Investment Revenues

Finance receivables held for sale originated as held for investment revenues were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,

(dollars in millions) 2010 2010 2009 2008
Interest income $ - $20.4 $39.8 $ -
Mark to market provision - - (92.5) (27.5)
Net loss on sales - - (18.9) -
Total $ - $20.4 $(71.6) $(27.5)
Amount change from full prior year N/M (a) $92.0 $(44.1) $(27.5)
Percent change from full prior year N/M 129% (161)% N/A (b)

(@) Not meaningful

(b) Not applicable

In February 2010, we transferred $170.7 million of real estate loans at the lower of cost or fair value from

finance receivables held for sale back to finance receivables held for investment in preparation for an on-
balance sheet securitization that was completed in March 2010. In June 2010, we transferred $484.9
million of real estate loans at the lower of cost or fair value from finance receivables held for sale back to
finance receivables held for investment due to management’s intent to hold these finance receivables for

the foreseeable future.

73



Item 7. Continued

During 2009, we transferred $1.9 billion of real estate loans from finance receivables held for investment
to finance receivables held for sale due to management’s intent to no longer hold these finance
receivables for the foreseeable future. Based on negotiations with prospective purchasers, we determined
that a mark to market provision on finance receivables held for sale originated as held for investment of
$92.5 million for 2009 was necessary to reduce the carrying amount of these finance receivables held for

sale to fair value.

Investment Revenue

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Investment revenue $1.0 $37.8 $48.9 $ (6.8)
Amount change from full prior year N/M* $(11.1) $55.7 $(94.4)
Percent change from full prior year N/M (23)% 816% (108)%
*  Not meaningful
Investment revenue was affected by the following:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Average invested assets $983.8 $941.7 $919.1 $1,496.2
Average invested asset yield 5.07% 5.64% 5.85% 5.76%
Net realized losses on investment securities
and securities lending $ (0.3 $ (9.8 $ (5.6) $ (99.2)

Generally, we invest cash generated by our insurance operations in various investments, primarily bonds.

The decrease in average invested assets in 2009 was primarily due to sales of investment securities, the
proceeds of which were used by our insurance subsidiaries to pay dividends to SLFC during 2008 and the
first quarter of 2009.

As a result of the FCFI Transaction, we applied push-down accounting and adjusted the book value of our
investment securities to their fair value, which increased average invested assets by $34.5 million and
decreased average invested asset yield by 20 basis points for the one month period ended December 31,
2010.
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Other Revenues

Other revenues were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Derivative adjustments $34.0 $ 42 $195 $(54.8)
Foreign exchange (loss) gain on foreign
currency denominated debt (26.2) 74.3 (51.9) 8.8
Writedowns on real estate owned (2.9 (36.9) (35.0) (32.8)
Net loss on sales of real estate owned (3.4) (6.0) (20.1) (25.0)
Loan brokerage fees 0.3 5.2 6.7 254
Mortgage banking revenues 0.1 5.5 (2.8) 0.8
Net service fees - 8.0 14.2 70.5
Other 18.2 18.7 10.5 4.0
Total $20.1 $ 73.0 $(58.9) $ (3.1
Amount change from full prior year N/M* $131.9 $(55.8) $ 83
Percent change from full prior year N/M 224% N/M * 73%

*  Not meaningful

Other revenues for the eleven months ended November 30, 2010 reflected foreign exchange gains on
foreign currency denominated debt and gains arising from derivative adjustments. Derivative adjustments
for the eleven months ended November 30, 2010 included an other comprehensive income release gain of
$68.8 million on cash flow hedge maturities and net interest income of $14.7 million and a credit
valuation adjustment gain of $12.0 million on our non-designated cross currency derivative. These gains
were partially offset by a mark to market loss of $62.4 million on our non-designated cross currency
derivative and ineffectiveness losses of $29.2 million on our cash flow derivatives.

Due to the de-designation of our fair value hedge on April 1, 2009, we recorded a derivative adjustment
gain of $61.8 million, partially offset by a foreign exchange loss of $52.4 million in 2009. Derivative
adjustments in 2009 also included a credit valuation adjustment loss of $11.3 million on our non-
designated cross currency derivative and an ineffectiveness loss of $30.2 million on our fair value and
cash flow derivatives.

The credit valuation adjustment gains or losses on our non-designated cross currency derivative for the
eleven months ended November 30, 2010 and in 2009 resulted from the measurement of credit risk using
credit default swap valuation modeling. If we do not exit these derivatives prior to maturity, the credit
valuation adjustment will result in no impact to earnings over the life of the agreements. We currently do
not anticipate exiting these derivatives for the foreseeable future.

Mortgage banking revenues increased for the eleven months ended November 30, 2010 when compared
to the twelve months ended December 31, 2009 reflecting the transfers of $465.2 million of centralized
real estate segment real estate loans from finance receivables held for sale back to finance receivables
held for investment during the first half of 2010. Mortgage banking revenues decreased in 2009 reflecting
a significant decrease in originations of finance receivables held for sale primarily due to the slower U.S.
housing market, our tighter underwriting guidelines, and our decision to significantly reduce our
mortgage banking operations, including ceasing WFI’s wholesale originations effective June 17, 2008.
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WEFI’s continued limited loan origination activity relates to the financial remediation program discussed
in Note 4 of the Notes to Consolidated Financial Statements in Item 8.

Writedowns on real estate owned increased for the eleven months ended November 30, 2010 when
compared to the twelve months ended December 31, 2009 and in 2009 when compared to 2008 reflecting
negative economic fundamentals and the downturn in the U.S. residential real estate market. However, net
losses on sales of real estate owned improved during the eleven months ended November 30, 2010.

Net service fees decreased for the eleven months ended November 30, 2010 when compared to the twelve
months ended December 31, 2009 and in 2009 when compared to 2008 primarily due to lower reversals
of reserves when compared to the respective previous year that were recorded in 2007 for costs expected
to be incurred relating to WFI’s surviving obligations under the terminated mortgage services agreement
with AIG Bank. (In first quarter 2006, we terminated the mortgage services agreements with AIG Bank
and began originating finance receivables held for sale using our own state licenses.) We established a
$128 million reserve in first quarter 2007 and recorded an additional reserve of $50 million in second
quarter 2007 reflecting management’s then best estimate of the expected costs of the remediation program
pursuant to the terms of the Supervisory Agreement with the OTS. As a result of our evaluations of our
loss exposure, we reduced the OTS remediation reserve by $7.2 million in 2010, $17.6 million in 20009,
and $66.6 million in 2008. See Note 4 of the Notes to Consolidated Financial Statements in Item 8 for
information on the Supervisory Agreement.

Loan brokerage fees revenues decreased substantially in 2009 primarily due to a significant decline in
Ocean’s brokered loan volume reflecting the slower United Kingdom housing market.

The components of other revenues for the one month ended December 31, 2010 are included in the table
above.

Interest Expense

The impact of using the swap agreements that qualify for hedge accounting under GAAP is included in
interest expense and the related borrowing statistics below. Interest expense by type was as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Long-term debt $ 1187 $ 9638 $ 968.9 $ 1,110.8
Short-term debt - 32.7 122.3 143.3
Total $ 1187 $ 996.5 $ 1,091.2 $ 1,254.1
Amount change from full prior year N/M* $  (94.7) $ (162.9) $ (31
Percent change from full prior year N/M (9% (13)% -%
Average borrowings $15,147.7 $17,825.6 $21,791.9 $24,853.6
Interest expense rate 9.34% 6.08% 5.00% 5.03%

*  Not meaningful
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Interest expense (decreased) increased from the full prior year due to the following:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Change in average borrowings N/M* $(198.3) $(154.0) $47.2
Change in interest expense rate N/M 193.9 (8.9 (50.3)
Change in number of days N/M (90.3) - -
Total N/M $ (94.7) $(162.9) $ (3.1)
*  Not meaningful
Average borrowings by type were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Long-term debt $15,147.7 $17,216.8 $19,192.6 $21,176.5
Short-term debt - 608.8 2,599.3 3,677.1
Total $15,147.7 $17,825.6 $21,791.9 $24,853.6
Average borrowings by type as a percent of total were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Long-term debt 100% 97% 88% 85%
Short-term debt - 3 12 15
Total 100% 100% 100% 100%
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Changes in average borrowings by type from the full prior year were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Amount change from prior full year (in
millions):
Long-term debt N/M* $(1,975.8) $(1,983.9) $2,233.5
Short-term debt N/M (1,990.5) (1,077.8) (1,332.4)
Total N/M $(3,966.3) $(3,061.7) $ 901.1
Percent change from prior full year:
Long-term debt N/M (10)% (9)% 12%
Short-term debt N/M (77) (29) (27)
Total N/M (18)% (12)% 4%

*  Not meaningful

SLFC issued $3.5 billion of long-term debt in 2010, including a $3.0 billion secured term loan executed
in April and $501.3 million of senior debt through a securitization transaction in March, compared to
$961.9 million of long-term debt in 2009 (through a securitization transaction) and $2.6 billion in 2008
(including $2.1 billion of credit facility borrowings). We used the proceeds of these long-term debt
issuances to support our liquidity position and to refinance maturing debt.

Due to the significant disruption in the U.S. residential mortgage and credit markets, AIG’s liquidity
issues, and our reduced liquidity sources, we borrowed all available commitments under our primary
credit facilities during September 2008. Prior to our credit facility borrowings, we also borrowed funds
under a demand note agreement with AIG Funding. The outstanding balance under this demand note
accrued interest at a rate based upon AIG’s borrowing rate under the amended Credit Agreement between
AIG and the Federal Reserve Bank of New York (the FRBNY Credit Agreement). During March 2009,
SLFC repaid the $419.5 million (plus interest) owed under this demand note. Under certain
circumstances, an event of default or declaration of acceleration under our borrowing agreements could
also result in an event of default under other borrowing agreements of the Company.

In addition to the 5.15% coupon and sales discount, SLFC’s reported interest expense on the senior
certificates relating to our 2010 securitization will depend upon the actual repayment rates and losses
experienced with respect to the underlying mortgage loans. The prevailing market conditions and any
modification activities will also influence the performance of the mortgage loans, and therefore the actual
annualized interest expense rate incurred by SLFC.

Average borrowings for the one month ended December 31, 2010 reflected the impact of push-down

accounting adjustments, which decreased average borrowings by $1.3 billion for the one month ended
December 31, 2010.
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Interest expense rate by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Long-term debt 9.34% 6.10% 5.05% 5.24%
Short-term debt - 6.05 4.64 3.86
Total 9.34 6.08 5.00 5.03

Changes in interest expense rate in basis points by type from the full prior year were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Long-term debt N/M* 105 bp (19) bp 2 bp
Short-term debt N/M 141 78 (146)
Total N/M 108 bp (3) (21)

* Not meaningful

Our future overall interest expense rates could be materially higher, but actual future interest expense
rates will depend on our funding sources utilized, general interest rate levels and market credit spreads,
which are influenced by our asset credit quality, our credit ratings, and the market perception of credit

risk for the Company.

Our interest expense rate for the one month ended December 31, 2010 reflected the impact of push-down
accounting adjustments, which increased our interest expense rate by 285 basis points for the one month

ended December 31, 2010.

The credit ratings of SLFI and SLFC are all non-investment grade and therefore have a significant impact

on our cost of and access to borrowed funds. This, in turn, affects our liquidity management.
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The following table presents the credit ratings of SLFC as of March 30, 2011. The Fitch rating also
applies to SLFI. These credit ratings may be changed, suspended, or withdrawn at any time by the rating
agencies as a result of changes in, or unavailability of, information or based on other circumstances.
Ratings may also be withdrawn at our request. SLFI does not intend to disclose any future changes to, or

suspensions or withdrawals of, these ratings except in its Quarterly Reports on Form 10-Q and Annual
Reports on Form 10-K.

Senior Long-term Debt

Rating Status

Moody’s B3 Developing Outlook
Standard & Poor’s (S&P) B Negative Outlook
Fitch B- Negative Watch
Operating Expenses
Operating expenses were as follows:

Successor Predecessor

Company Company

One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,

(dollars in millions) 2010 2010 2009 2008
Salaries and benefits $30.9 $387.9 $428.7 $ 4979
Other operating expenses 26.5 305.6 313.3 828.8
Total $57.4 $693.5 $742.0 $1,326.7
Amount change from full prior year N/M* $(48.5) $(584.7) $ 351.0
Percent change from full prior year N/M (7)% (44)% 36%
Operating expense ratio 4.77% 4.24% 3.42% 5.09%

*  Not meaningful

Salaries and benefits decreased for the eleven months ended November 30, 2010 when compared to the
twelve months ended December 31, 2009 and in 2009 when compared to 2008 primarily due to having
fewer employees. The decrease in the number of employees in our centralized real estate business
segment reflected our decision to significantly reduce our mortgage banking operations, including ceasing
WFI’s wholesale originations effective June 17, 2008. The decrease in the number of employees in our
branch business segment reflected 242 branch office closings in 2008 (including 179 branch offices
closed during fourth quarter 2008) and 200 branch office closings in 2009 (including 149 branch offices
closed during second quarter 2009). Due to economic conditions, we re-evaluated our branch business
segment during 2008 and re-evaluated all of our business segments and other operations (including
headquarters) in second quarter 2009, both of which resulted in the consolidation of certain branch
operations and branch office closings throughout the United States and reductions in our number of
employees. As a result of the branch office closings, operating expenses included charges of
approximately $20.6 million in 2009 and $16.7 million in 2008 for lease termination costs, employee
severance and outplacement services, and fixed asset disposals. The decrease in salaries and benefits for
the eleven months ended November 30, 2010 also reflected one less month in the 2010 period. The
decrease in salaries and benefits for the eleven months ended November 30, 2010 was partially offset by
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higher pension expenses and higher employee medical costs due to the 2010 medical claims exceeding
the premium rates.

In third quarter 2010, we recorded out of period adjustments in salaries and benefits related to prior
quarters and years, which increased operating expenses by $19.1 million for the eleven months ended
November 30, 2010. These adjustments related to $14.6 million in 2010 of certain pension costs under a
non-qualified plan covering certain of our employees for the service period of 2001 to 2010 and $4.5
million of certain medical expenses relating to our self-insured medical plans for 2009 and 2010. After
evaluating the guantitative and qualitative aspects of these corrections, management has determined that
our current and prior period financial statements were not materially misstated.

Salaries and benefits for the one month ended December 31, 2010 reflected monthly salaries, employee
medical costs, and pension expenses.

Other operating expenses decreased for the eleven months ended November 30, 2010 when compared to
the twelve months ended December 31, 2009 reflecting one less month in the 2010 period and reduced
operating expenses resulting from the branch office closings in 2009, partially offset by increased
reserves related to ongoing legal matters and higher advertising expenses primarily due to the preliminary
costs associated with the change in the Company’s name to Springleaf Finance, Inc. effective March 7,
2011.

Other operating expenses decreased in 2009 primarily due to goodwill and other assets impairments in
2008, lower advertising expenses, and reduced operating expenses resulting from our decision to
significantly reduce our mortgage banking operations in 2008 and the branch office closings in 2008 and
2009. In 2008, we wrote down goodwill and other intangible assets to zero fair value as a result of these
assets not being recoverable. The goodwill and other intangible assets impairment charges were $443.7
million (including $11 million recorded in second quarter 2008 relating to WFI’s intangible impairments).
In second quarter 2008, we recorded a pretax charge of $27 million resulting from our decision to
significantly reduce our mortgage banking operations. The primary components of the $27 million pretax
charge were $11 million in lease termination costs and fixed asset disposals, $11 million in intangible
impairments, and $3 million in one-time termination costs.

Other operating expenses for the one month ended December 31, 2010 reflected monthly rent, real estate
owned, and legal expenses.

The operating expense ratio, which compares the annualized operating expenses to average net
receivables, increased for the eleven months ended November 30, 2010 when compared to the twelve
months ended December 31, 2009 primarily due to the decline in average net finance receivables, which
reflected our liquidity management efforts. The operating expense ratio decreased in 2009 primarily due
to lower operating expenses, partially offset by the decline in average net finance receivables.

Operating expense ratio for the one month ended December 31, 2010 reflected the impact of push-down

accounting adjustments, which increased operating expense ratio by 88 basis points for the one month
ended December 31, 2010.
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Provision for Finance Receivable Losses

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Provision for finance receivable losses $ 3838 $ 4443 $1,275.5 $1,080.9
Amount change from full prior year N/M (a) $(831.2) $ 1946 $ 679.6
Percent change from full prior year N/M (65)% 18% 169%
Net charge-offs $ 317 $593.0 $ 860.3 $ 542.4
Charge-off ratio 2.62% 3.60% 3.92% 2.08%
Charge-off coverage N/M 2.14x 1.78x 2.10x
60 day+ delinquency $1,120.0 N/A (b) $1,391.8 $1,255.3
Delinquency ratio 6.55% N/A 7.24% 4.99%
Allowance for finance receivable losses $ 7.1 N/A $1,532.5 $1,140.4
Allowance ratio N/M N/A 8.13% 4.64%

(@ Not meaningful

(b) Not applicable. The Consolidated Balance Sheets in Item 8 are presented at December 31, 2010 and 2009;
therefore, balance sheet information at November 30, 2010 is not applicable.

Provision for finance receivable losses decreased for the eleven months ended November 30, 2010 when
compared to the twelve months ended December 31, 2009 as a result of our lower delinquency and net
charge-offs in 2010 and one less month in the 2010 period. As a result of our analysis of the favorable
trends in our credit quality during the eleven months ended November 30, 2010, partially offset by the
increase in TDR net finance receivables, we decreased our allowance for finance receivable losses
through the provision for finance receivable losses during the eleven months ended November 30, 2010.
Provision for finance receivable losses increased in 2009 as a result of our higher levels of delinquency
and net charge-offs in 2009.

Provision for finance receivable losses for the one month ended December 31, 2010 reflected the impact

of push-down accounting adjustments, which decreased net charge-offs by $23.7 million for the one
month ended December 31, 2010.
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Charge-offs, recoveries, net charge-offs, and charge-off ratio by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Real estate loans:
Charge-offs $23.4 $367.9 $473.2 $232.5
Recoveries 0.7) (10.9) (10.0) (5.8)
Net charge-offs $22.7 $357.0 $463.2 $226.7
Charge-off ratio 2.39% 2.74% 2.79% 1.14%
Non-real estate loans:
Charge-offs $ 85 $199.9 $331.4 $273.0
Recoveries (2.8) (34.4) (31.8) (31.1)
Net charge-offs $ 57 $165.5 $299.6 $241.9
Charge-off ratio 2.62% 6.15% 8.29% 5.91%
Retail sales finance:
Charge-offs $ 43 $ 824 $108.0 $ 833
Recoveries (1.0 (11.9) (10.5) (9.5
Net charge-offs $ 33 $ 705 $ 975 $ 738
Charge-off ratio 7.59% 9.43% 5.61% 3.32%
Total:
Charge-offs $36.2 $650.2 $912.6 $588.8
Recoveries (4.5 (57.2) (52.3) (46.4)
Net charge-offs $31.7 $593.0 $860.3 $542.4
Charge-off ratio 2.62% 3.60% 3.92% 2.08%
Changes in net charge-offs by type from the full prior year were as follows:
Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Real estate loans N/M* $(106.2) $236.5 $137.1
Non-real estate loans N/M (134.1) 57.7 87.3
Retail sales finance N/M (27.0) 23.7 29.9
Total N/M $(267.3) $317.9 $254.3

*  Not meaningful
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Changes in charge-off ratios in basis points by type from the full prior year were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
2010 2010 2009 2008
Real estate loans N/M* (5) bp 165 bp 67 bp
Non-real estate loans N/M (214) 238 172
Retail sales finance N/M 382 229 112
Total N/M (32) 184 92

*  Not meaningful

Total charge-off ratio decreased for the eleven months ended November 30, 2010 when compared to the
twelve months ended December 31, 2009 primarily due to an improvement in the non-real estate loan
charge-off ratio reflecting our tighter underwriting guidelines, partially offset by negative economic
fundamentals and the impacts of portfolio sales and liquidations.

Total charge-off ratio increased in 2009 primarily due to negative economic fundamentals, the aging of
the real estate loan portfolio, portfolio sales and liquidations, and a higher proportion of branch business
segment real estate loans compared to a lower proportion of centralized real estate business segment real
estate loans which typically have lower charge-off rates.

Total charge-off ratio for the one month ended December 31, 2010 reflected the impact of push-down
accounting adjustments, which decreased total charge-off ratio by 130 basis points for the one month
ended December 31, 2010.

Charge-off coverage, which compares the allowance for finance receivable losses to annualized net
charge-offs, increased for the eleven months ended November 30, 2010 when compared to the twelve
months ended December 31, 2009 primarily due to lower annualized net charge-offs. Charge-off coverage
decreased in 2009 primarily due to higher net charge-offs, partially offset by higher allowance for finance
receivable losses.

Charge-off coverage for the one month ended December 31, 2010 reflected the impact of push-down

accounting adjustments, which decreased charge-off coverage by 204 basis points for the one month
ended December 31, 2010.
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Delinquency and delinquency ratio by type were as follows:

Successor Predecessor
Company Company
December 31, | December 31, December 31,
(dollars in millions) 2010 2009 2008
Real estate loans:
Delinquency $ 976.0 $1,145.6 $ 936.8
Delinquency ratio 7.21% 7.88% 5.11%
Non-real estate loans:
Delinquency $ 1146 $ 1742 $ 2391
Delinquency ratio 3.85% 5.06% 5.47%
Retail sales finance:
Delinquency $ 294 $ 720 $ 794
Delinquency ratio 5.01% 5.78% 3.27T%
Total:
Delinquency $1,120.0 $1,391.8 $1,255.3
Delinquency ratio 6.55% 7.24% 4.99%
Changes in delinquency from the prior year end by type were as follows:
Successor Predecessor
Company Company
December 31, | December 31, December 31,
(dollars in millions) 2010 2009 2008
Real estate loans $(169.6) $208.8 $424.1
Non-real estate loans (59.6) (64.9) 64.7
Retail sales finance (42.6) (7.4) 27.2
Total $(271.8) $136.5 $516.0

Changes in delinquency ratio from the prior year end in basis points by type were as follows:

Successor Predecessor
Company Company
December 31, December 31, December 31,
2010 2009 2008

Real estate loans (67) bp 277 bp 247 bp
Non-real estate loans (121) (41) 135
Retail sales finance 77) 251 104
Total (69) 225 215

The total delinquency ratio at December 31, 2010 decreased when compared to December 31, 2009

primarily due to our tighter underwriting guidelines.
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The total delinquency ratio at December 31, 2009 increased when compared to December 31, 2008
primarily due to negative economic fundamentals, the aging of the real estate loan portfolio, portfolio
sales and liquidations, and a higher proportion of branch business segment real estate loans compared to a
lower proportion of centralized real estate business segment real estate loans which typically have lower
delinquency rates. The increase in total delinquency ratio at December 31, 2009 was partially offset by a
decline in the non-real estate loan delinquency ratio reflecting our tighter underwriting guidelines.

Our Credit Strategy and Policy Committee evaluate our finance receivable portfolio monthly to determine
the appropriate level of the allowance for finance receivable losses. We believe the amount of the
allowance for finance receivable losses is the most significant estimate we make. In our opinion, the
allowance is adequate to absorb losses inherent in our existing portfolio. The decrease in the allowance
for finance receivable losses at December 31, 2010 when compared to December 31, 2009 was primarily
due to the impact of push-down accounting adjustments, which resulted in reducing the allowance for
finance receivables losses to zero at November 30, 2010. We also decreased our allowance for finance
receivable losses through the provision for finance receivable losses during the second, third and fourth
quarters of 2010 in response to our lower delinquency and net charge-offs in 2010. The allowance for
finance receivable losses at December 31, 2010 represented $2.8 million related to TDRs, compared to
$302.5 million at December 31, 2009. See Note 6 of the Notes to Consolidated Financial Statements in
Item 8 for further information on our TDRs.

The decrease in the allowance ratio at December 31, 2010 when compared to December 31, 2009 was
primarily due to the impact of push-down accounting adjustments, which reduced the allowance ratio by
813 basis points at December 31, 2010. The increase in the allowance ratio at December 31, 2009 when
compared to December 31, 2008 was primarily due to increases to the allowance for finance receivable
losses through the provision for finance receivable losses and a decline in finance receivables.

Real estate owned increased to $178.9 million at December 31, 2010 from $143.1 million at December
31, 2009 reflecting an increase in foreclosures and the impact of push-down accounting adjustments,
which increased real estate owned by $12.2 million at December 31, 2010. See Note 2 of the Notes to
Consolidated Financial Statements in Item 8 for information relating to our accounting policy for real
estate owned.

Insurance Losses and Loss Adjustment Expenses

Insurance losses and loss adjustment expenses were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Claims incurred $4.7 $58.6 $76.4 $73.2
Change in benefit reserves 0.1 (15.0) (15.0) (3.2
Total $4.6 $43.6 $61.4 $70.0
Amount change from full prior year N/M* $(17.8) $(8.6) $41
Percent change from full prior year N/M (29)% (12)% 6%

*  Not meaningful
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Losses incurred by type were as follows:

Successor Predecessor
Company Company
One Month Eleven Months
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
Credit insurance:
Life $1.0 $14.1 $15.7 $18.5
Accident and health 1.3 13.1 16.1 16.7
Property and casualty 0.1 3.8 5.9 5.9
Involuntary unemployment 0.6 5.9 12.3 4.8
Non-credit insurance:
Life 0.1 0.7) (2.9) 5.0
Accident and health 0.4 2.2 14 4.8
Losses incurred under reinsurance
agreements 1.1 5.2 12.9 14.3
Total $4.6 $43.6 $61.4 $70.0

Insurance losses and loss adjustment expenses decreased for the eleven months ended November 30, 2010
when compared to the twelve months ended December 31, 2009 primarily due to lower credit involuntary
unemployment claims incurred, lower losses incurred under reinsurance agreements, and one less month
in the 2010 period. In second and third quarters of 2010, we recorded out of period adjustments related to
prior quarters and years, which decreased change in benefit reserves by $7.7 million in the eleven months
ended November 30, 2010. These adjustments related to the correction of a valuation error related to an
assumed block of annuities. After evaluating the quantitative and qualitative aspects of these corrections,
management has determined that our current and prior period financial statements were not materially
misstated. These adjustments were offset by an unfavorable variance in non-credit branch business
primarily due to higher non-credit branch premiums written in the eleven months ended November 30,
2010.

Insurance losses and loss adjustment expenses decreased in 2009 when compared to 2008 primarily due
to favorable changes in benefit reserves reflecting a decrease in non-credit premium volume, partially
offset by higher claims incurred.

The components of insurance losses and loss adjustment expenses for the one month ended December 31,
2010 are included in the table above.

Bargain Purchase Gain

As a result of the FCFI Transaction, we recorded a $1.5 billion gain for the one month ended December

31, 2010 resulting from our election to use push-down accounting. See Note 3 of the Notes to
Consolidated Financial Statements in Item 8 for further information on the FCFI Transaction.
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(Benefit from) Provision for Income Taxes

Successor Predecessor
Company Company
At or for the At or for the
One Month Eleven Months At or for the At or for the
Ended Ended Year Ended Year Ended
December 31, November 30, December 31, December 31,
(dollars in millions) 2010 2010 2009 2008
(Benefit from) provision for income taxes $ (14 $(250.7) $(431.5) $395.0
Amount change from full prior year N/M* $180.8 $(826.5) $365.3
Percent change from full prior year N/M 42% (209)% N/M
Pretax income (loss) $1,470.8 $(264.7) $(909.2) $(950.7)
Effective income tax rate N/M 94.70% 47.46% (41.54)%

*  Not meaningful

Pretax loss for the eleven months ended November 30, 2010 reflected lower finance charges primarily
resulting from the 2009 sales of real estate loan portfolios as part of our liquidity management efforts,
partially offset by lower provision for finance receivable losses, higher other revenues resulting from
gains arising from foreign exchange gains on foreign currency denominated debt and derivative
adjustments, and higher finance receivables held for sale originated as held for investment revenues.

Pretax loss decreased in 2009 when compared to 2008 primarily due to lower operating expenses
(reflecting goodwill and other intangible assets impairments during 2008) and interest expense, partially
offset by lower finance charges resulting from the sales of real estate loan portfolios as part of our
liquidity management efforts, higher provision for finance receivable losses resulting from increases to
the allowance for finance receivable losses in response to our higher levels of delinquency and net charge-
offs, and lower revenues on finance receivables held for sale originated as held for investment primarily
due to mark to market losses upon transfer to finance receivables held for sale.

Pretax income for the one month ended December 31, 2010 reflected the bargain purchase gain resulting
from the FCFI Transaction. See Note 3 of the Notes to Consolidated Financial Statements in Item 8 for
further information on the FCFI Transaction.

Benefit from income taxes for the eleven months ended November 30, 2010 reflected AIG’s projection
that it would have sufficient taxable income in 2010 to utilize our 2010 estimated tax losses. As a result,
we had classified $243.2 million, the tax effect of our 2010 losses, as a current tax receivable. In
connection with the closing of the FCFI Transaction, AIG and SLFI amended their tax sharing agreement,
which terminated on the closing, (1) to provide that the parties’ payment obligations under the tax sharing
agreement were limited to the payments required to be made by AIG to SLFI with respect to the 2009
taxable year, and (2) to include the terms of the promissory note to be issued by AIG in satisfaction of its
2009 taxable year payment obligation to SLFI. Due to the amendment of the tax sharing agreement, SLFI
did not receive the payment for the tax period ending November 30, 2010. As a result, we recorded a
dividend to AIG for the amount of the income tax receivable at the closing of the FCFI Transaction.

Benefit from income taxes for the one month ended December 31, 2010 reflects the bargain purchase
gain, tax exempt interest, and state income tax. Benefit from income taxes also reflects our tax position on
a stand alone basis since we no longer are included in AlG’s consolidated federal income tax return due to
the FCFI Transaction.
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Item 7. Continued

Benefit from income taxes in 2009 reflected AlG’s projection that it would have sufficient taxable income
in 2009 to utilize our 2009 estimated tax losses. Previously, these losses had been classified as deferred
tax assets that were subject to a full valuation allowance.

In second quarter 2009, we recorded a tax true-up of $14.5 million (which increased benefit from income
taxes) to reflect AlIG’s revised methodology for the allocation of AIG’s tax assets to its subsidiaries,
resulting from the utilization of 2008 net operating losses.

At December 31, 2010, a valuation allowance was not required on our deferred tax assets. At December
31, 2009, a valuation allowance of $521.3 million was recorded to reduce net deferred tax assets to
amounts we considered more likely than not (a likelihood of more than 50 percent) to be realized. At
December 31, 2010, we had a net deferred tax liability of $516.5 million. At December 31, 2009, we had
a net deferred tax asset of $9.1 million after valuation allowance, which reflected the net deferred tax
asset of our foreign operations.

In September 2010, we reclassified $58.2 million from deferred tax assets to current tax receivable due to
AIG estimating the utilization of our existing net operating losses. The release of the valuation allowance
associated with these net operating losses produced a $58.2 million tax benefit. In addition, we recorded a
$49.5 million deferred tax asset, along with a full valuation allowance associated with the outside basis
balance on our foreign subsidiaries. As a result of the FCFI Transaction and the resulting changes in the
book and tax basis of our assets and liabilities, the Company was in a net deferred tax liability position,
and based on the timing and reversal of the deferred tax liabilities, we have concluded that no valuation
allowance is required on our gross deferred tax assets.

The higher effective income tax rate for the eleven months ended November 30, 2010 when compared to
the twelve months ended December 31, 2009 was primarily due to the release of the valuation allowance,
partially offset by tax exempt interest and the effect of recording a deferred tax on the outside basis on our
foreign entities.

The effective income tax rate for 2009 reflected the increases in the benefit from income taxes discussed
above.

The effective income tax rate for the one month ended December 31, 2010 differed from the statutory tax
rate primarily due to the impact of the bargain purchase gain.

REGULATION AND OTHER
Regulation
We discuss regulation of the branch, centralized real estate, and insurance business segments and
international regulation in Item 1.
Taxation

We monitor federal, state, and United Kingdom tax legislation and respond with appropriate tax planning.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The fair values of certain of our assets and liabilities are sensitive to changes in market interest rates. The
impact of changes in interest rates would be reduced by the fact that increases (decreases) in fair values of
assets would be partially offset by corresponding changes in fair values of liabilities. In aggregate, the
estimated impact of an immediate and sustained 100 basis point increase or decrease in interest rates on
the fair values of our interest rate-sensitive financial instruments would not be material to our financial
position.

The estimated increases (decreases) in fair values of interest rate-sensitive financial instruments were as
follows:

Successor Predecessor
Company Company
December 31, 2010 December 31, 2009
(dollars in thousands) +100 bp -100 bp +100 bp -100 bp
Assets
Net finance receivables, less allowance
for finance receivable losses $(498,499) $553,472 $(686,228) $766,671
Fixed-maturity investment securities (33,764) 30,925 (37,514) 36,855
Swap agreements (27,432) 23,449 26,765 (65,616)
Liabilities
Long-term debt (371,893) 223,147 (363,154) 337,679
Bank short-term debt - - (769) (2,040)
Swap agreements (5,629) 5,701 - -

We derived the changes in fair values by modeling estimated cash flows of certain of our assets and
liabilities. We adjusted the cash flows to reflect changes in prepayments and calls, but did not consider
loan originations, debt issuances, or new investment purchases.

We do not enter into interest rate-sensitive financial instruments for trading or speculative purposes.

Readers should exercise care in drawing conclusions based on the above analysis. While these changes in
fair values provide a measure of interest rate sensitivity, they do not represent our expectations about the
impact of interest rate changes on our financial results. This analysis is also based on our exposure at a
particular point in time and incorporates numerous assumptions and estimates. It also assumes an
immediate change in interest rates, without regard to the impact of certain business decisions or initiatives
that we would likely undertake to mitigate or eliminate some or all of the adverse effects of the modeled
scenarios.
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Item 8. Financial Statements and Supplementary Data.

An index to our financial statements and supplementary data follows:

Topic Page
Reports of Independent Registered Public Accounting Firm 92
Consolidated Balance Sheets 94
Consolidated Statements of Operations 95
Consolidated Statements of Shareholder’s Equity 96
Consolidated Statements of Cash Flows 97
Consolidated Statements of Comprehensive Income (Loss) 98

Notes to Consolidated Financial Statements:

Note 1. Nature of Operations 99
Note 2. Summary of Significant Accounting Policies 103
Note 3. FCFI Transaction 120
Note 4. Supervisory Agreement 126
Note 5. Recent Accounting Pronouncements 127
Note 6. Finance Receivables 131
Note 7. On-Balance Sheet Securitization Transactions 138
Note 8. Allowance for Finance Receivable Losses 140
Note 9. Finance Receivables Held for Sale 142
Note 10. Investment Securities 143
Note 11. Cash and Cash Equivalents 147
Note 12. Related Party Transactions 148
Note 13. Restricted Cash 149
Note 14. Other Assets 150
Note 15. Long-term Debt 150
Note 16. Short-term Debt 153
Note 17. Liquidity Facilities 153
Note 18. VIEs 154
Note 19. Derivative Financial Instruments 155
Note 20. Insurance 161
Note 21. Other Liabilities 163
Note 22. Capital Stock 163
Note 23. Accumulated Other Comprehensive (Loss) Income 164
Note 24. Retained Earnings (Accumulated Deficit) 165
Note 25. Income Taxes 165
Note 26. Lease Commitments, Rent Expense, and Contingent Liabilities 170
Note 27. Supplemental Cash Flow Information 171
Note 28. Benefit Plans 172
Note 29. Segment Information 173
Note 30. Interim Financial Information (Unaudited) 176
Note 31. Fair Value Measurements 178
Note 32. Legal Settlements 187
Note 33. Subsequent Events 188
Financial Statement Schedule — Condensed Financial Information of Registrant 231
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholder
of Springleaf Finance, Inc.

In our opinion, the accompanying consolidated balance sheet as of December 31, 2010 and the related
consolidated statements of operations, comprehensive income (loss), shareholder's equity, and cash flows
for the one month ended December 31, 2010 present fairly, in all material respects, the financial position
of Springleaf Finance, Inc. and its subsidiaries (Successor Company) at December 31, 2010 and the
results of their operations and their cash flows for the one month ended December 31, 2010 in conformity
with accounting principles generally accepted in the United States of America. In addition, in our opinion,
the financial statement schedule listed in the accompanying index for the one month ended December 31,
2010 presents fairly, in all material respects, the information set forth therein when read in conjunction
with the related consolidated financial statements. These financial statements and financial statement
schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements and financial statement schedule based on our audit. We conducted our audit
of these statements in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

Chicago, Illinois
March 30, 2011
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholder
of Springleaf Finance, Inc.

In our opinion, the accompanying consolidated balance sheet as of December 31, 2009 and the related
consolidated statements of operations, comprehensive income (loss), shareholder's equity, and cash flows
for the eleven months ended November 30, 2010 and for each of the two years in the period ended
December 31, 2009 present fairly, in all material respects, the financial position of Springleaf Finance,
Inc. and its subsidiaries (formerly American General Finance, Inc., Predecessor Company) at December
31, 2009, and the results of their operations and their cash flows for the eleven months ended November
30, 2010 and for each of the two years in the period ended December 31, 2009 in conformity with
accounting principles generally accepted in the United States of America. In addition, in our opinion, the
financial statement schedule listed in the accompanying index for the eleven months ended November 30,
2010 and for each of the two years in the period ended December 31, 2009 presents fairly, in all material
respects, the information set forth therein when read in conjunction with the related consolidated financial
statements. These financial statements and financial statement schedule are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements and
financial statement schedule based on our audits. We conducted our audits of these statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, the Company changed the manner in
which it accounts for other-than-temporary impairments of fixed maturity securities as of April 1, 2009.

/s/ PricewaterhouseCoopers LLP

Chicago, Illinois
March 30, 2011
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Springleaf Finance, Inc. and Subsidiaries

Consolidated Balance Sheets

Successor Predecessor
Company Company
December 31, December 31,

(dollars in thousands) 2010 2009
Assets
Net finance receivables:

Real estate loans (includes loans of consolidated

VIEs of $2.2 billion in 2010 and $2.2 billion in 2009) $11,252,484 $14,519,909

Non-real estate loans 2,615,969 3,190,056

Retail sales finance 491,185 1,129,220
Net finance receivables 14,359,638 18,839,185
Allowance for finance receivable losses (includes allowance of

consolidated VIEs of $0.1 million in 2010 and $70.3 million in 2009) (7,120) (1,532,485)
Net finance receivables, less allowance for finance

receivable losses 14,352,518 17,306,700
Finance receivables held for sale - 693,675
Investment securities 745,846 733,263
Cash and cash equivalents 1,397,563 1,311,842
Notes receivable from AIG - 1,550,906
Restricted cash (includes restricted cash of consolidated VIEs of

$30.9 million in 2010 and $27.6 million in 2009) 325,780 57,754
Other assets 1,439,243 1,133,246
Total assets $18,260,950 $22,787,386
Liabilities and Shareholder’s Equity
Long-term debt (includes debt of consolidated VIEs of

$1.5 billion in 2010 and $1.2 billion in 2009) $15,168,034 $17,743,343
Short-term debt: - 2,450,000
Insurance claims and policyholder liabilities 340,203 350,874
Other liabilities 608,835 320,183
Deferred and accrued taxes 525,696 6,333
Total liabilities 16,642,768 20,870,733
Shareholder’s equity:

Common stock 1,000 1,000

Additional paid-in capital 147,457 1,971,175

Accumulated other comprehensive (loss) income (2,434) 1,846

Retained earnings (accumulated deficit) 1,472,159 (57,368)
Total shareholder’s equity 1,618,182 1,916,653
Total liabilities and shareholder’s equity $18,260,950 $22,787,386

See Notes to Consolidated Financial Statements.
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Springleaf Finance, Inc. and Subsidiaries

Consolidated Statements of 