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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities to be Registered

Proposed Maximum
Aggregate

Offering Price(1)
Amount of

Registration Fee(2)
Common Stock, no par value $385,250,009 $27,469

(1) Includes shares of common stock that may be purchased by the underwriters pursuant to their option to purchase additional shares of
common stock.

(2) The total filing fee of $27,469 was calculated in accordance with Rule 457(r) under the Securities Act of 1933, as amended.

Filed Pursuant to Rule 424(b)(4)
Registration Statement No. 333-157822

Prospectus Supplement

(To prospectus dated March 10, 2009)

12,293,578 shares

Lincoln National Corporation

Common stock
We are offering 12,293,578 shares of our common stock, no par value per share. Our common stock is listed on the New York and Chicago
Stock Exchanges under the symbol �LNC.� On June 14, 2010, the last reported sale price of our common stock on the New York Stock Exchange
was $27.41 per share.

We also plan to offer, by means of one or more separate prospectus supplements, up to $750 million aggregate principal amount of senior notes,
referred to as the �notes.� There can be no assurance that our planned offering of notes, referred to as the �planned note offering,� will be completed.
The completion of this offering is not conditioned on the completion of the planned note offering, and the completion of the planned note
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offering is not conditioned on the completion of this offering.

The shares of common stock are not savings accounts, deposits or other obligations of a bank or non-bank subsidiary of Lincoln National
Corporation. They are not insured by the Federal Deposit Insurance Corporation or any other governmental agency.

Per share Total

Public offering price $ 27.250 $ 335,000,000.50

Underwriting discounts and commissions $ 1.158 $ 14,235,963.32

Proceeds to us before expenses $ 26.092 $ 320,764,037.18
The underwriters also may purchase up to an additional 1,844,037 shares of common stock at the public offering price, less the underwriting
discounts and commissions, within 30 days of the date of this prospectus supplement.

Investing in our common stock involves risks. See �Risk factors� beginning on page S-4 of this prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying base prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

The underwriters expect to deliver the shares of common stock in book-entry form only, through the facilities of The Depository Trust
Company, against payment therefor in immediately available funds on or about June 18, 2010.

Global Coordinator

J.P. Morgan
Joint Book-Running Managers

Credit Suisse Morgan Stanley Wells Fargo Securities
Co-Managers

UBS Investment Bank Deutsche Bank Securities

BNY Mellon Capital Markets, LLC Sandler O�Neill + Partners, L.P.
June 14, 2010
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No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in this prospectus supplement
and the accompanying base prospectus. You must not rely on any unauthorized information or representations. This prospectus supplement and
the accompanying base prospectus are an offer to sell only the shares of common stock offered hereby, but only under circumstances and in
jurisdictions where it is lawful to do so. The information contained in this prospectus supplement and the accompanying base prospectus is
current only as of their respective dates.

S-ii
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About this prospectus supplement
You should rely only on the information contained, or incorporated by reference, in this prospectus supplement and the accompanying base
prospectus. We have not, and the underwriters have not, authorized anyone to provide you with information that is different. If anyone provides
you with different or inconsistent information, you should not rely on it. We are not, and the underwriters are not, making an offer to sell the
securities in any jurisdiction where the offer or sale is not permitted or in which the person making such offer or solicitation is not qualified to do
so or to any person to whom it is unlawful to make such offer or solicitation. You should not assume that the information in this prospectus
supplement, the accompanying base prospectus or any document incorporated by reference is accurate or complete as of any date other than the
date of the applicable document. Our business, financial condition, results of operations and prospects may have changed since that date.

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering and also adds to
and updates information contained in the accompanying base prospectus and the documents incorporated by reference into this prospectus
supplement and the accompanying base prospectus. The second part, the accompanying base prospectus, gives more general information, some
of which may not apply to this offering. If the description of the offering varies between this prospectus supplement and the accompanying base
prospectus, you should rely on the information contained in this prospectus supplement.

Unless otherwise indicated, or the context otherwise requires, references in this prospectus supplement and the accompanying base prospectus to
�LNC,� �we,� �us,� and �our� or similar terms are to Lincoln National Corporation and its subsidiaries.

Cautionary statement regarding forward-looking statements
Except for historical information contained or incorporated by reference in this prospectus supplement and the accompanying base prospectus,
statements made, or incorporated by reference, in this prospectus supplement and the accompanying base prospectus are �forward-looking
statements� within the meaning of the Private Securities Litigation Reform Act of 1995, or �PSLRA.� A forward-looking statement is a statement
that is not a historical fact and, without limitation, includes any statement that may predict, forecast, indicate or imply future results,
performance or achievements, and may contain words like: �believe,� �anticipate,� �expect,� �estimate,� �project,� �will,� �shall� and other words or phrases
with similar meaning in connection with a discussion of future operating or financial performance. In particular, these include statements
relating to future actions, trends in our business, prospective services or products, future performance or financial results and the outcome of
contingencies, such as legal proceedings. We claim the protection afforded by the safe harbor for forward-looking statements provided by the
PSLRA.

Forward-looking statements involve risks and uncertainties that may cause actual results to differ materially from the results contained in the
forward-looking statements. Risks and uncertainties that may cause actual results to vary materially, some of which are described within the
forward-looking statements, include, among others:

� Significant stock market fluctuations, dilution of our equity as well as restrictions on the payment of our common stock dividends that may
adversely affect the price of our common stock;

S-iii
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� Deterioration in general economic and business conditions that may affect account values, investment results, guaranteed benefit liabilities,
premium levels, claims experience and the level of pension benefit costs, funding and investment results;

� Economic declines and credit market illiquidity could cause us to realize additional impairments on investments and certain intangible assets,
including goodwill and a valuation allowance against deferred tax assets, which may reduce future earnings and/or affect our financial
condition and ability to raise additional capital or refinance existing debt as it matures;

� Uncertainty about the impact of existing or new stimulus legislation on the economy;

� The risk that our actual sources and uses of capital in a stress scenario may vary materially and adversely from our modeled projected sources
and uses of capital that we disclosed in connection with our planned repurchase of our Fixed Rate Cumulative Perpetual Preferred Stock,
Series B, or the �Series B preferred stock,� whether as a result of one or more assumptions proving to be materially inaccurate or as a result of
our exposure to other risks during stressed economic conditions that were not taken into account in preparing such modeled projections;

� The cost and other consequences of our participation in the U.S. Department of the Treasury�s, or the �U.S. Treasury,� Troubled Asset Relief
Program, or �TARP,� Capital Purchase Program, or �CPP,� certain requirements of which may continue to apply to us so long as the warrant
originally issued to the U.S. Treasury remains outstanding;

� Legislative, regulatory or tax changes, both domestic and foreign, that affect the cost of, or demand for, our subsidiaries� products, the
required amount of reserves and/or surplus, or otherwise affect our ability to conduct business, including changes to statutory reserves and/or
risk-based capital, or �RBC,� requirements related to secondary guarantees under universal life and variable annuity products such as Actuarial
Guideline 43, or �AG43� (also known as Commissioners Annuity Reserve Valuation Method for Variable Annuities, or �VACARVM�);
restrictions on revenue sharing and 12b-1 payments; and the potential for U.S. Federal tax reform;

� The initiation of legal or regulatory proceedings against us, and the outcome of any legal or regulatory proceedings, such as: adverse actions
related to present or past business practices common in businesses in which we compete; adverse decisions in significant actions including,
but not limited to, actions brought by federal and state authorities and extra-contractual and class action damage cases; new decisions that
result in changes in law; and unexpected trial court rulings;

� Changes in interest rates causing a reduction of investment income, the margins of our subsidiaries� fixed annuity and life insurance
businesses and demand for their products;

� A decline in the equity markets causing a reduction in the sales of our subsidiaries� products, a reduction of asset-based fees that our
subsidiaries charge on various investment and insurance products, an acceleration of amortization of deferred acquisition costs, or �DAC,�
value of business acquired, or �VOBA,� deferred sales inducements, or �DSI,� and deferred front end sales loads, or �DFEL,� and an increase in
liabilities related to guaranteed benefit features of our subsidiaries� variable annuity products;

S-iv
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� Ineffectiveness of our various hedging strategies used to offset the impact of changes in the value of liabilities due to changes in the level and
volatility of the equity markets and interest rates;

� A deviation in actual experience regarding future persistency, mortality, morbidity, interest rates or equity market returns from the
assumptions used in pricing our subsidiaries� products, in establishing related insurance reserves and in elevated impairments on investments
and amortization of intangible assets that may cause an increase in reserves and/or a reduction in assets, resulting in a corresponding decrease
in net income;

� Changes in accounting principles generally accepted in the United States, or �GAAP,� that may result in unanticipated changes to our net
income;

� Lowering of one or more of our debt ratings issued by nationally recognized statistical rating organizations and the adverse impact
such action may have on our ability to raise capital and on our liquidity and financial condition;

� Lowering of one or more of the insurer financial strength ratings of our insurance subsidiaries and the adverse impact such action may have
on the premium writings, policy retention, profitability of our insurance subsidiaries and liquidity;

� Significant credit, accounting, fraud or corporate governance issues that may adversely affect the value of certain investments in our
portfolios requiring that we realize losses on such investments;

� The impact of acquisitions and divestitures, restructurings, product withdrawals and other unusual items, including our ability to integrate
acquisitions and to obtain the anticipated results and synergies from acquisitions;

� The adequacy and collectibility of reinsurance that we have purchased;

� Acts of terrorism, a pandemic, war or other man-made and natural catastrophes that may adversely affect our businesses and the cost and
availability of reinsurance;

� Competitive conditions, including pricing pressures, new product offerings and the emergence of new competitors, that may affect the level
of premiums and fees that our subsidiaries can charge for their products;

� The unknown impact on our subsidiaries� businesses resulting from changes in the demographics of their client base, as aging baby-boomers
move from the asset-accumulation stage to the asset-distribution stage of life; and

� Loss of key management, financial planners or wholesalers.
The risks included here are not exhaustive. Other sections of this prospectus supplement, including �Risk factors� beginning on page S-4, our
annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and other documents filed with the Securities and
Exchange Commission, or �SEC,� include additional factors that could impact our business and financial performance. Moreover, we operate in a
rapidly changing and competitive environment. New risk factors emerge from time to time, and it is not possible for management to predict all
such risk factors.
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Further, it is not possible to assess the impact of all risk factors on our business or the extent to which any factor, or combination of factors, may
cause actual results to differ materially from those contained in any forward-looking statements. Given these risks and uncertainties, investors
should not place undue reliance on forward-looking statements as a prediction of actual results. In addition, we disclaim any obligation to update
any forward-looking statements to reflect events or circumstances that occur after the date of this prospectus supplement.

S-vi
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Summary
This summary highlights information contained elsewhere in this prospectus supplement, the accompanying base prospectus and the documents
incorporated by reference. This summary sets forth the material terms of this offering, but does not contain all of the information you should
consider before investing in our common stock. You should read carefully this entire prospectus supplement and the accompanying base
prospectus, including the documents incorporated by reference in this prospectus supplement and the accompanying base prospectus, before
making an investment decision to purchase our common stock, especially the risks of investing in our common stock discussed in the section
entitled �Risk factors� in this prospectus supplement as well as the consolidated financial statements and notes to those consolidated financial
statements incorporated by reference in this prospectus supplement and the accompanying base prospectus.

LNC

For a detailed description of LNC�s business, the latest financial statements of LNC, management�s discussion and analysis of LNC�s financial
condition and results of operations, and other important information concerning LNC, please refer to LNC�s Annual Report on Form 10-K for the
year ended December 31, 2009, LNC�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2010 and other documents filed with the
SEC, which are incorporated by reference into this prospectus supplement and the accompanying base prospectus. For more information, see
�Documents Incorporated by Reference� in the accompanying base prospectus.

LNC is a holding company, which operates multiple insurance and retirement businesses through subsidiary companies. Through our business
segments, we sell a wide range of wealth protection, accumulation and retirement income products and solutions. These products include fixed
and indexed annuities, variable annuities, universal life insurance, or �UL,� variable universal life insurance, or �VUL,� linked-benefit UL, term life
insurance, mutual funds and group protection. LNC was organized under the laws of the state of Indiana in 1968. We currently maintain our
principal executive offices at 150 N. Radnor Chester Road, Radnor, Pennsylvania 19087, and our telephone number is (484) 583-1400. �Lincoln
Financial Group� is the marketing name for LNC and its subsidiary companies. As of March 31, 2010, LNC had consolidated assets of $181.6
billion and consolidated stockholders� equity of $12.4 billion. For the three months ended March 31, 2010, LNC had total revenue of $2.5 billion
and net income of $283 million. For the year ended December 31, 2009, LNC had total revenue of $8.5 billion and net loss of $485 million.

We provide products and services in two operating businesses and report results through four business segments, as follows:

Business Corresponding segments

Retirement Solutions Annuities

Defined Contribution
Insurance Solutions Life Insurance

Group Protection

We also have Other Operations, which includes the financial data for operations that are not directly related to the business segments. Other
Operations also includes investments related to

S-1
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the excess capital in our insurance subsidiaries; investments in media properties and other corporate investments; benefit plan net liability; the
unamortized deferred gain on indemnity reinsurance related to the sale of reinsurance to Swiss Re Life & Health America Inc., referred to as
�Swiss Re,� in 2001; the results of certain disability income business due to the rescission of a reinsurance agreement with Swiss Re; our run-off
institutional pension business; and debt costs.

Our former Lincoln UK and Investment Management segments are reported in discontinued operations for all periods presented. See �Part
II�Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations�Introduction�Acquisitions and Dispositions� and
�Part II�Item 8. Financial Statements and Supplementary Data�Note 3� in LNC�s Annual Report on Form 10-K for the year ended December 31,
2009.

Repurchase of our Series B Fixed Rate Cumulative Perpetual Preferred Stock

In July 2009, we issued 950,000 shares of our Fixed Rate Cumulative Perpetual Preferred Stock, Series B, or the �Series B preferred stock,� to the
U.S. Treasury in connection with our participation in the TARP CPP. The U.S. Treasury also received a warrant to purchase 13,049,451 shares
of our common stock at an exercise price of $10.92 per share, subject to adjustment, which expires ten years from the issuance date. The Series
B preferred stock and the warrant were issued pursuant to a Letter Agreement dated July 10, 2009 and the Securities Purchase
Agreement�Standard Terms attached thereto, which we collectively refer to as the �CPP Purchase Agreement,� for an aggregate purchase price of
$950 million.

Following completion of this offering and the $250 million portion of our planned note offering described below, and subject to the approval of
the U.S. Treasury, we will repurchase all 950,000 shares of the Series B preferred stock. See �Use of proceeds� in this prospectus supplement.
There can be no assurance, however, that the U.S. Treasury will approve the repurchase of the Series B preferred stock. We do not intend to
repurchase the warrant.

The repurchase of the Series B preferred stock would have resulted in a charge to income available to common shareholders of approximately
$138 million as of March 31, 2010 (approximately $131 million as of June 30, 2010 on a pro forma basis), representing the accretion of the
discount on the Series B preferred stock at liquidation. In addition, upon the repurchase of the Series B preferred stock, the annual dividends of
$47.5 million payable on the Series B preferred stock will be eliminated. We will incur additional interest expense related to the issuance of the
notes in the planned note offering.

Planned note offering

We plan to offer, under one or more separate prospectus supplements, up to $750 million aggregate principal amount of senior notes. We intend
to use the net proceeds from the $250 million portion of our planned note offering to fund, in part, our repurchase of the Series B preferred
stock. Depending upon market conditions and final terms, we plan to offer up to the remaining $500 million aggregate principal amount of
senior notes and use the net proceeds therefrom as part of a long-term financing solution supporting the universal life reserves of our insurance
subsidiaries. There can be no assurance as to the ultimate amount that we will raise in our planned note offering or that our planned note offering
will be completed. The completion of this offering is not conditioned on the completion of the planned note offering, and the completion of the
planned note offering is not conditioned on the completion of this offering.

S-2
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Summary of the offering

Issuer Lincoln National Corporation.

Securities Offered 12,293,578 shares of common stock, no par value per share.

Option to Purchase Additional
Shares

We have granted the underwriters an option to purchase up to an additional 15 percent of the offered
amount, or 1,844,037 shares of common stock.

Dividends We currently pay a quarterly dividend of $.01 per share. For information regarding restrictions on our
ability to pay dividends, see �Common stock price range and dividends.�

Common Stock Outstanding After
This Offering

314,801,458 shares of common stock (316,645,495 shares of common stock if the underwriters exercise
their option to purchase additional shares in full), in each case based on 302,507,880 shares of common
stock outstanding as of June 3, 2010.

Use of Proceeds We intend to use the net proceeds from this offering of our common stock, together with the net proceeds
from the $250 million portion of our planned note offering and available funds, to repurchase in full, once
we have received approval of the U.S. Treasury to do so, the Series B preferred stock held by the U.S.
Treasury pursuant to our participation in the TARP CPP. Pending such use we will invest the proceeds in
short-term, investment grade investments. If the U.S. Treasury does not approve our request to
repurchase the Series B preferred stock, we will use the net proceeds of this offering for general corporate
purposes. In addition, we expect to use the remaining net proceeds, if any, from our planned note offering
as part of a long-term financing solution supporting the universal life reserves of our insurance
subsidiaries. See �Use of proceeds.�

Risk Factors See �Risk factors� beginning on page S-4 and other information included or incorporated by reference in
this prospectus supplement and the accompanying base prospectus for a discussion of factors you should
consider carefully before investing in our common stock.

Transfer Agent and Registrar BNY Mellon Shareowner Services.

New York and Chicago Stock
Exchanges Symbol

�LNC.�

S-3
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Risk factors
Your investment in our common stock involves risks. You should carefully consider the risks described below as well as other information
contained or incorporated by reference in this prospectus supplement and the accompanying base prospectus, including our financial statements
and the notes thereto, before making an investment decision. The risks and uncertainties described below and incorporated by reference into this
prospectus supplement and the accompanying base prospectus are not the only ones facing our company. Additional risks and uncertainties not
presently known to us or that we currently deem immaterial may also impair our business operations. If any of these risks actually occur, our
business, financial condition and results of operations could be materially affected. In that case, the value of our common stock could decline
substantially.

Risk factors relating to our common stock

The price of our common stock may fluctuate significantly, and you could lose part or all of your investment.

Stock markets in general, including our common stock, have experienced price and volume volatility in the past year. The market price and
volume of our common stock may continue to be subject to fluctuations due not only to general stock market conditions but also to a change in
sentiment in the market, especially by research analysts who follow our stock, regarding our operations, business prospects or future funding. In
addition, the price and volume volatility of our common stock may be affected by:

� Deterioration in general economic and business conditions that may affect account values, investment results, guaranteed benefit liabilities,
premium levels, claims experience and the level of pension benefit costs, funding and investment results;

� Economic declines and credit market illiquidity that could cause us to realize additional impairments on investments and certain intangible
assets, including goodwill and a valuation allowance against deferred tax assets, which may reduce future earnings and/or affect our financial
condition and ability to raise additional capital or refinance existing debt as it matures;

� Legislative, regulatory or tax changes, both domestic and foreign, that affect the cost of, or demand for, our subsidiaries� products,
the required amount of reserves and/or surplus, or otherwise affect our ability to conduct business, including changes to statutory
reserves and/or RBC requirements related to secondary guarantees under universal life and variable annuity products such as
VACARVM; restrictions on revenue sharing and 12b-1 payments; and the potential for U.S. Federal tax reform;

� Lowering of one or more of our debt ratings issued by nationally recognized statistical rating organizations and the adverse impact
such action may have on our ability to raise capital and on our liquidity and financial condition;

� Lowering of one or more of the insurer financial strength ratings of our insurance subsidiaries and the adverse impact such action may have
on the premium writings, policy retention and profitability of our insurance subsidiaries;

� Competitive conditions, including pricing pressures, new product offerings and the emergence of new competitors, that may affect the level
of premiums and fees that our subsidiaries can charge for their products;

S-4
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� Actions by our current shareholders or warrant holders, including sales of common stock by existing securityholders, including the U.S.
Treasury, and/or directors and executive officers;

� Loss of key management, financial planners or wholesalers; and

� Other factors described in this �Risk factors� section and �Cautionary statement regarding forward-looking statements� in this prospectus
supplement and other information which may be incorporated by reference in this prospectus supplement and the accompanying base
prospectus after the date hereof.

The risks included herein are not exhaustive. An increase in volatility could result in a decline in the market price of our common stock.

In addition, in the recent past, the stock market has experienced extreme price and volume fluctuations. This volatility had a significant impact
on the market price of securities issued by many companies, including companies in our industry. The changes appeared to occur without regard
to the operating performance of these companies. The price of our common stock could fluctuate based upon factors that have little or nothing to
do with our company, and these fluctuations could materially reduce our stock price.

There may be future sales or other dilution of our equity, which may adversely affect the market price of our common stock.

Except as described under the heading �Underwriting,� we are not restricted from issuing additional common stock, including securities that are
convertible into or exchangeable for, or that represent the right to receive, common stock. The issuance of additional shares of our common
stock or convertible securities or the exercise of such securities will dilute the ownership interest of our existing holders of common stock. For
instance, the liquidation of or the exercise of the warrants issued to the U.S. Treasury due to the fact we will not repurchase the warrants when
we repurchase our Series B preferred stock or any anti-dilution adjustments triggered on such warrants would dilute the value of our common
shares. Holders of our shares of common stock have no preemptive rights that entitle holders to purchase their pro rata share of any offering of
shares of any class or series. As part of this offering, we expect to issue 12,293,578 shares of our common stock (or 14,137,615 shares of our
common stock if the underwriters exercise their option to purchase additional shares in full). For additional information regarding issuances of
our common stock or equity-related securities, see ��Risk factors relating to our business�We will be required to pay interest on our capital
securities with proceeds from the issuance of qualifying securities if we fail to achieve capital adequacy or net income and stockholders� equity
levels.�

Sales of a substantial number of shares of our common stock or other securities that are convertible into, or of securities that represent the right
to receive, our common stock (including the warrants issued to the U.S. Treasury) could depress the market price of our common stock and
impair our ability to raise capital through the sale of additional equity securities. We cannot predict the effect that future sales of our common
stock or other equity-related securities would have on the market price of our common stock.

Holders of our common stock are subject to restrictions on the payment of dividends.

Holders of our common stock are only entitled to receive such dividends as our board of directors may declare out of funds legally available for
such payments. Furthermore, holders of our common stock are subject to restrictions on the payment of dividends contained in our debt
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instruments and prior dividend rights of holders of our preferred stock. As of June 3, 2010, 11,365 shares of Series A preferred stock were issued
and outstanding, on which we pay quarterly dividends of $0.75 per share and 950,000 shares of Series B preferred stock were issued and
outstanding, which are entitled to cumulative dividends payable at a rate of 5%, or $47.5 million, per annum until July 10, 2014 and thereafter at
a rate of 9% per annum, or $85.5 million.

Under the terms of our outstanding preferred stock, our ability to declare and pay dividends on or repurchase our common stock is subject to
restrictions in the event we fail to declare and pay (or set aside for payment) full dividends on such preferred stock. In addition, under the terms
of the CPP Purchase Agreement, except in limited circumstances, the consent of the U.S. Treasury is required for us to, among other things,
increase our quarterly common stock dividend above $0.01 prior to the third anniversary of the U.S. Treasury�s investment unless we have
repurchased all of the Series B preferred stock or the U.S. Treasury has transferred all of such preferred stock to third parties. We intend to use
the net proceeds from this offering, together with the net proceeds from the $250 million portion of our planned note offering and available
funds, to repurchase all outstanding shares of the Series B preferred stock, subject to the approval of the U.S. Treasury.

The issuance of additional series of our preferred stock could adversely affect holders of our common stock, which may negatively impact
your investment.

Our board of directors is authorized to issue additional classes or series of preferred stock without any action on the part of the shareholders. Our
board of directors also has the power, without shareholder approval, to set the terms of any such classes or series of preferred stock that may be
issued, including dividend rights and preferences over our common stock with respect to dividends or upon our dissolution, winding-up and
liquidation and other terms. If we issue additional preferred stock in the future that has a preference over our common stock with respect to the
payment of dividends or upon our liquidation, dissolution, or winding-up, the rights of holders of our common stock or the market price of our
common stock could be adversely affected.

Our common stock is equity and is subordinate to our existing and future indebtedness and preferred stock and effectively subordinated to
all the indebtedness and other non-common equity claims against our subsidiaries.

Shares of our common stock are equity interests in us and do not constitute indebtedness. As such, shares of our common stock rank junior to all
of our indebtedness and to other non-equity claims against us and our assets available to satisfy claims against us, including in our liquidation.
Additionally, holders of our common stock are subject to the prior dividend and liquidation rights of holders of our outstanding preferred stock.
Our board of directors is authorized to issue additional classes or series of preferred stock without any action on the part of the holders of our
common stock. Furthermore, our right to participate in a distribution of assets upon any of our subsidiaries� liquidation or reorganization is
subject to the prior claims of that subsidiary�s creditors, including holders of any preferred stock. As of March 31, 2010, we had $5.1 billion of
outstanding long-term debt, and the aggregate liquidation preference of all our outstanding preferred stock was $951 million. If we repurchase
our outstanding Series B preferred stock and issue $750 million aggregate principal amount of senior notes pursuant to our planned note offering
as described above, then, on a pro forma basis, we will have $5.8 billion of outstanding long-term debt, and the aggregate liquidation preference
of all our outstanding preferred stock will be approximately $1 million.
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Anti-takeover provisions could delay, deter or prevent our change in control, even if the change in control would be beneficial to LNC
shareholders.

We are an Indiana corporation subject to Indiana state law. Certain provisions of Indiana law could interfere with or restrict takeover bids or
other change in control events affecting us. Also, provisions in our articles of incorporation, bylaws and other agreements to which we are a
party could delay, deter or prevent our change in control, even if a change in control would be beneficial to shareholders. In addition, under
Indiana law, directors may, in considering the best interests of a corporation, consider the effects of any action on shareholders, employees,
suppliers and customers of the corporation and the communities in which offices and other facilities are located, and other factors the directors
consider pertinent. One statutory provision prohibits, except under specified circumstances, LNC from engaging in any business combination
with any shareholder who owns 10% or more of our common stock (which shareholder, under the statute, would be considered an �interested
shareholder�) for a period of five years following the time that such shareholder became an interested shareholder, unless such business
combination is approved by our board of directors prior to such person becoming an interested shareholder. In addition, our articles of
incorporation contain a provision requiring holders of at least three-fourths of our voting shares then outstanding and entitled to vote at an
election of directors, voting together, to approve a transaction with an interested shareholder rather than the simple majority required under
Indiana law.

In addition to the anti-takeover provisions of Indiana law, there are other factors that may delay, deter or prevent our change in control. As an
insurance holding company, we are regulated as an insurance holding company and are subject to the insurance holding company acts of the
states in which our insurance company subsidiaries are domiciled. The insurance holding company acts and regulations restrict the ability of any
person to obtain control of an insurance company without prior regulatory approval. Under those statutes and regulations, without such approval
(or an exemption), no person may acquire any voting security of a domestic insurance company, or an insurance holding company which
controls an insurance company, or merge with such a holding company, if as a result of such transaction such person would �control� the insurance
holding company or insurance company. �Control� is generally defined as the direct or indirect power to direct or cause the direction of the
management and policies of a person and is presumed to exist if a person directly or indirectly owns or controls 10% or more of the voting
securities of another person. Similarly, as a result of our ownership of Newton County Loan & Savings, FSB, referred to as �NCLS,� LNC is
considered to be a savings and loan holding company. Federal banking laws generally provide that no person may acquire control of LNC, and
gain indirect control of NCLS, without prior regulatory approval. Generally, beneficial ownership of 10% or more of the voting securities of
LNC would be presumed to constitute control.

Risk factors relating to our business

Adverse capital and credit market conditions may affect our ability to meet liquidity needs, access to capital and cost of capital.

The capital and credit markets have experienced extreme volatility and disruption for more than twelve months. During this period, the markets
exerted downward pressure on availability of liquidity and credit capacity for certain issuers.

We need liquidity to pay our operating expenses, interest on our debt and dividends on our capital stock, to maintain our securities lending
activities and to replace certain maturing
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liabilities. Without sufficient liquidity, we will be forced to curtail our operations, and our business will suffer. As a holding company with no
direct operations, our principal asset is the capital stock of our insurance subsidiaries. Our ability to meet our obligations for payment of interest
and principal on outstanding debt obligations and to pay dividends to shareholders and corporate expenses depends significantly upon the
surplus and earnings of our subsidiaries and the ability of our subsidiaries to pay dividends or to advance or repay funds to us. Payments of
dividends and advances or repayment of funds to us by our insurance subsidiaries are restricted by the applicable laws and regulations of their
respective jurisdictions, including laws establishing minimum solvency and liquidity thresholds. Changes in these laws could constrain the
ability of our subsidiaries to pay dividends or to advance or repay funds to us in sufficient amounts and at times necessary to meet our debt
obligations and corporate expenses. For our insurance and other subsidiaries, the principal sources of our liquidity are insurance premiums and
fees, annuity considerations and cash flow from our investment portfolio and assets, consisting mainly of cash or assets that are readily
convertible into cash. At the holding company level, sources of liquidity in normal markets also include a variety of short-term liquid
investments and short- and long-term instruments, including credit facilities, commercial paper and medium- and long-term debt.

In the event that current resources do not satisfy our needs, we may have to seek additional financing. The availability of additional financing
will depend on a variety of factors such as market conditions, the general availability of credit, the volume of trading activities, the overall
availability of credit to the financial services industry, our credit ratings and credit capacity, as well as the possibility that customers or lenders
could develop a negative perception of our long- or short-term financial prospects if we incur large investment losses or if the level of our
business activity decreases due to a market downturn. Similarly, our access to funds may be impaired if regulatory authorities or rating agencies
take negative actions against us. See �Part I�Item 1. Business�Ratings� in LNC�s Annual Report on Form 10-K for the year ended December 31,
2009, �Part I�Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations�Introduction�Executive
Summary�Current Market Conditions� in LNC�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2010 and �Item 8.01 Other Events�
in LNC�s Current Report on Form 8-K filed on June 2, 2010 for a description of our ratings. Our internal sources of liquidity may prove to be
insufficient, and in such case, we may not be able to successfully obtain additional financing on favorable terms, or at all.

Disruptions, uncertainty or volatility in the capital and credit markets may also limit our access to capital required to operate our business, most
significantly our insurance operations. Such market conditions may limit our ability to replace, in a timely manner, maturing liabilities; satisfy
statutory capital requirements; generate fee income and market-related revenue to meet liquidity needs; and access the capital necessary to grow
our business. As such, we may be forced to delay raising capital, issue shorter term securities than we prefer or bear an unattractive cost of
capital which could decrease our profitability and significantly reduce our financial flexibility. A widening of our credit spreads could increase
the interest rate we must pay on any new debt obligation we may issue. Our results of operations, financial condition, cash flows and statutory
capital position could be materially adversely affected by disruptions in the financial markets.
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Difficult conditions in the global capital markets and the economy generally may materially adversely affect our business and results of
operations and we expect any recovery to be slow.

Our results of operations are materially affected by conditions in the global capital markets and the economy generally, both in the U.S. and
elsewhere around the world. The stress experienced by global capital markets that began in the second half of 2007 substantially increased
during the second half of 2008 and continued through the first part of 2009. Concerns over unemployment, the availability and cost of credit, the
U.S. mortgage market and a declining real estate market in the U.S. contributed to increased volatility and diminished expectations for the
economy and the markets going forward. These events and the reemergence of market upheavals may have an adverse effect on us, in part
because we have a large investment portfolio and are also dependent upon customer behavior. Our revenues are likely to decline in such
circumstances and our profit margins could erode. In addition, in the event of extreme prolonged market events, such as the global credit crisis,
we could incur significant losses. For example, for the year ended December 31, 2009, our earnings were unfavorably affected by realized
investment losses and impairments of intangible assets of $1.1 billion. Even in the absence of a market downturn, we are exposed to substantial
risk of loss due to market volatility.

Factors such as consumer spending, business investment, government spending, the volatility and strength of the capital markets and inflation all
affect the business and economic environment and, ultimately, the amount and profitability of our business. In an economic downturn
characterized by higher unemployment, lower family income, lower corporate earnings, lower business investment and lower consumer
spending, the demand for our financial and insurance products could be adversely affected. In addition, we may experience an elevated
incidence of claims and lapses or surrenders of policies. Our contract holders may choose to defer paying insurance premiums or stop paying
insurance premiums altogether. Adverse changes in the economy could affect earnings negatively and could have a material adverse effect on
our business, results of operations and financial condition.

Although we intend to repurchase our Series B preferred stock issued to the U.S. Treasury under the TARP CPP following this offering and
the planned note offering, we may not be able to do so if this offering and the planned note offering are not completed or if the U.S. Treasury
does not approve the repurchase of the Series B preferred stock. Even if we complete that repurchase, we will remain subject to certain
restrictions, oversight and costs that could materially affect our business, results of operations and prospects.

Following the repurchase of the Series B preferred stock issued to the U.S. Treasury, many of the restrictions associated with participation in the
TARP CPP will no longer apply to us. We believe that, effective from and after the date we repurchase the Series B preferred stock, limitations
on the amount and form of bonus, retention and other incentive compensation that TARP CPP participants may pay to executive officers and
senior management will no longer apply. We expect to use proceeds from this offering and the planned note offering to fund, together with
available cash, this repurchase. If we are unable to complete these offerings, however, we may not be able to repurchase the Series B preferred
stock. If we cannot repurchase all of the Series B preferred stock as a result, or if the U.S. Treasury does not approve the repurchase, we would
remain subject to all of the restrictions on our operations associated with participation in the TARP CPP, including on executive compensation,
which could impair our ability to attract and retain key personnel. We would also remain subject to limitations on our ability to increase our
quarterly dividend on our common stock, as well as our ability to repurchase shares of our common stock, absent the approval of the U.S.
Treasury.
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We will continue to be a savings and loan holding company by virtue of our ownership of NCLS. We will therefore remain subject to various
restrictions, oversight and costs and other potential consequences that could materially affect our business, results of operations and prospects,
including the following:

� As a savings and loan holding company, we may be subject to additional federal legislation currently proposed in Congress, such as the
restrictions on proprietary trading activities contained in the Senate�s version of H.R. 4173, �The Wall Street Reform and Consumer Protection
Act of 2009,� which would be imposed on all of the subsidiaries and affiliates within a holding company system that contains a depository
institution.

� Assuming the repurchase of all of the Series B preferred stock, we believe the limitations on the amount and form of bonus, retention and
other incentive compensation that we may pay to executive officers and senior management will no longer apply to us from and after the
repurchase date. Nevertheless, recipients of federal assistance continue to be subject to intense scrutiny, and future regulatory initiatives could
be adopted at the federal or state level that have the effect of constraining the business or management of those enterprises. For example, the
White House has proposed a financial crisis responsibility tax that would be levied on the largest financial institutions in terms of assets for at
least the next ten years to recoup any shortfall from the TARP. We cannot predict the scope or impact of future regulatory initiatives or the
effect that they may have on our ability to attract and retain key personnel, the cost and complexity of our compliance programs or on
required levels of regulatory capital.

� Future federal statutes may adversely affect the terms of the TARP CPP that remain applicable to us following the repurchase of the Series B
preferred stock, and the U.S. Treasury may amend the terms of our agreement unilaterally if required by future statutes, including in a manner
materially adverse to us.

The stress scenario modeled projections and the related assumptions that we have disclosed in connection with our planned repurchase of
the Series B preferred stock have been prepared for purposes of planning the public offerings discussed herein. Actual sources and uses of
capital under stressed economic conditions may vary significantly, as the stress scenario does not incorporate all risks to which we would be
exposed under stressed economic conditions and the models used may, in any event, produce inaccurate projections. Investors are cautioned
that the stress scenario modeled projections and related assumptions are therefore of limited value in assessing our future prospects.

In connection with determining the structure and size of our capital raise for the planned repurchase of the Series B preferred stock held by the
U.S. Treasury, we have utilized stress model projections that depend on a variety of factors and assumptions each of which is subject to
business, economic and competitive uncertainties and contingencies that are inherently unpredictable. Using these stress model projections, we
have also illustrated the potential sources and uses of capital during 2010 and 2011. We have created these hypothetical stress-scenario models
on the basis of fundamental assumptions about the performance of key variables, including, among others, stressed equity market levels and
losses in the residential and commercial real estate markets. The stress-scenario models resulting from these assumptions not only illustrate
hypothetical sources and uses of capital, but also produce assumed stress-scenario values for a variety of other variables that can independently
significantly affect surplus. Although our modeled stress-scenario projections reflect assumptions about the adverse performance of these other
variables, they do not reflect further impacts on surplus that could arise from additional, discrete adverse performance of these other variables.
The actual
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performance of these other variables, which include, but are not limited to, interest rates, market volatility and contract holder behavior, may
differ materially from the assumptions included in the projections and may, as a result, cause actual results in a stress scenario to differ
materially from those that were projected. Moreover, our assumptions do not reflect all risks to which we would be exposed under stressed
economic conditions. As a result, actual results may differ, and in the past have differed, materially from projected results. Investors are
cautioned that the stress scenario modeled projections and related assumptions are therefore of limited value in assessing our future prospects.

No outside party has approved or provided any other form of assurance with respect to these projections, and these projections have not been
examined by any independent expert. Projections are also necessarily speculative in nature and the risk that our modeled projections will be
wrong is increased as a result of the number and nature of the variables underlying the assumptions on which they are based and the fact that
they do not reflect other important risks that would be present in a severely constrained operating environment as described above. Many of
these variables are also beyond our control and influenced by a variety of factors, and it can be expected that one or more of our assumptions
will prove to be incorrect, possibly in material ways, especially in a stress scenario. Moreover, the reliability of forecasted information
diminishes the farther in the future that data is projected. Our actual sources and uses of capital in a stress scenario may vary significantly and
adversely from those we have projected. Investors are accordingly cautioned not to place undue reliance on information included or incorporated
by reference in this prospectus supplement relating to our projected capital position in these stress scenarios, and investors should also
understand that these projections are of limited value in assessing our prospects in an environment that is not subject to stress assumptions.
Because we have prepared this information for purposes of determining the structure and size of our capital raise for the planned repurchase of
the Series B preferred stock, we do not undertake to update this information.

If our businesses do not perform well and/or their estimated fair values decline or the price of our common stock does not increase, we may
be required to recognize an impairment of our goodwill or to establish a valuation allowance against the deferred income tax asset, which
could have a material adverse effect on our results of operations and financial condition.

Goodwill represents the excess of the acquisition price incurred to acquire subsidiaries and other businesses over the fair value of their net assets
as of the date of acquisition. As of March 31, 2010, we had a total of $3.0 billion of goodwill on our Consolidated Balance Sheets, of which $2.2
billion related to our Insurance Solutions�Life Insurance segment and $440 million related to our Retirement Solutions�Annuities segment. We
test goodwill at least annually for indications of value impairment with consideration given to financial performance and other relevant
factors. In addition, certain events, including a significant and adverse change in legal factors or the business climate, an adverse action or
assessment by a regulator or unanticipated competition, would cause us to review the carrying amounts of goodwill for impairment. Impairment
testing is performed based upon estimates of the fair value of the �reporting unit� to which the goodwill relates. The reporting unit is the operating
segment or a business one level below that operating segment if discrete financial information is prepared and regularly reviewed by
management at that level. If the implied fair value of the reporting unit�s goodwill is lower than its carrying amount, goodwill is impaired and
written down to its fair value, and a charge is reported in impairment of intangibles on our Consolidated Statements of Income (Loss). For the
year ended December 31, 2009, we took total pre-tax impairment charges of $680 million, primarily related to our annuities business.
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Subsequent reviews of goodwill could result in additional impairment of goodwill during 2010, and such write-downs could have a material
adverse effect on our results of operations and financial position, but will not affect the statutory capital of our insurance subsidiaries. For more
information on goodwill, see �Part II�Item 8. Financial Statements and Supplementary Data�Note 10� and �Part II�Item 7. Management�s Discussion
and Analysis of Financial Condition and Results of Operations�Introduction�Critical Accounting Policies and Estimates�Goodwill and Other
Intangible Assets� included in LNC�s Annual Report on Form 10-K for the year ended December 31, 2009.

Deferred income tax represents the tax effect of the differences between the book and tax basis of assets and liabilities. Deferred tax assets are
assessed periodically by management to determine if they are realizable. Factors in management�s determination include the performance of the
business, including the ability to generate capital gains from a variety of sources and tax planning strategies. If, based on available information,
it is more likely than not that the deferred income tax asset will not be realized, then a valuation allowance must be established with a
corresponding charge to net income. Such valuation allowance could have a material adverse effect on our results of operations and financial
position, but will not affect the statutory capital of our insurance subsidiaries.

Because we are a holding company with no direct operations, the inability of our subsidiaries to pay dividends to us in sufficient amounts
would harm our ability to meet our obligations.

We are a holding company and we have no direct operations. Our principal asset is the capital stock of our insurance subsidiaries. At the holding
company level, sources of liquidity in normal markets include a variety of short- and long-term instruments, including credit facilities,
commercial paper and medium- and long-term debt. However, our ability to meet our obligations for payment of interest and principal on
outstanding debt obligations and to pay dividends to shareholders, repurchase our securities and pay corporate expenses depends primarily on
the ability of our subsidiaries to pay dividends or to advance or repay funds to us. Under Indiana laws and regulations, our Indiana insurance
subsidiaries, including our primary insurance subsidiary, The Lincoln National Life Insurance Company, or �LNL,� may pay dividends to us
without prior approval of the Indiana Insurance Commissioner, or the �Commissioner,� up to a certain threshold, or must receive prior approval of
the Commissioner to pay a dividend if such dividend, along with all other dividends paid within the preceding twelve consecutive months,
exceed the statutory limitation. The current Indiana statutory limitation is the greater of 10% of the insurer�s contract holders� surplus, as shown
on its last annual statement on file with the Commissioner, or the insurer�s statutory net gain from operations for the prior calendar year.

In addition, payments of dividends and advances or repayment of funds to us by our insurance subsidiaries are restricted by the applicable laws
of their respective jurisdictions requiring that our insurance subsidiaries hold a specified amount of minimum reserves in order to meet future
obligations on their outstanding policies. These regulations specify that the minimum reserves shall be calculated to be sufficient to meet future
obligations, after giving consideration to future required premiums to be received, and are based on certain specified mortality and morbidity
tables, interest rates and methods of valuation, which are subject to change. In order to meet their claims-paying obligations, our insurance
subsidiaries regularly monitor their reserves to ensure we hold sufficient amounts to cover actual or expected contract and claims payments. At
times, we may determine that reserves in excess of the minimum may be needed to ensure sufficiency.
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Changes in these laws can constrain the ability of our subsidiaries to pay dividends or to advance or repay funds to us in sufficient amounts and
at times necessary to meet our debt obligations and corporate expenses. For example, in September of 2008, the National Association of
Insurance Commissioners, or �NAIC,� adopted a new statutory reserving standard for variable annuities known as VACARVM, which was
effective as of December 31, 2009. This reserving requirement replaced the previous statutory reserving practices for variable annuities with
guaranteed benefits, and any change in reserving practices has the potential to increase or decrease statutory reserves from
previous levels. Requiring our insurance subsidiaries to hold additional reserves has the potential to constrain their ability to pay dividends to the
holding company.

Investments of our insurance subsidiaries support their statutory reserve liabilities. As of March 31, 2010, 68% of these investments were
available-for-sale, or �AFS,� fixed maturity securities of various holdings, types and maturities. These investments are subject to general credit,
liquidity, market and interest rate risks. Beginning in 2008 and continuing into 2009, the capital and credit markets experienced an unusually
high degree of volatility. As a result, over the last year, the market for fixed income securities has experienced illiquidity, increased price
volatility, credit downgrade events and increased expected probability of default. Securities that are less liquid are more difficult to value and
may be hard to sell, if desired. Although the capital and credit markets have recently improved, the market disruptions have led to increased
impairments of securities in the general accounts of our insurance subsidiaries, thereby reducing contract holders� surplus.

The earnings of our insurance subsidiaries also impact contract holders� surplus. Principal sources of earnings are insurance premiums and fees,
annuity considerations and income from our investment portfolio and assets, consisting mainly of cash or assets that are readily convertible into
cash. Recent economic conditions have resulted in lower earnings in our insurance subsidiaries. Lower earnings constrain the growth in our
insurance subsidiaries� capital, and therefore, can constrain the payment of dividends and advances or repayment of funds to us.

In addition, the amount of surplus that our insurance subsidiaries could pay as dividends is constrained by the amount of surplus they hold to
maintain their financial strength ratings, to provide an additional layer of margin for risk protection and for future investment in our
businesses. Notwithstanding the foregoing, we believe that our insurance subsidiaries have sufficient liquidity to meet their contract holder
obligations and maintain their operations.

The result of the difficult economic and market conditions in reducing the contract holders� surplus of our insurance subsidiaries affected our
ability to pay shareholder dividends and to engage in share repurchases. During 2009, we took several actions to reduce the holding company�s
liquidity needs, including reducing our quarterly common dividend to $0.01 per share and increasing the capital of our insurance subsidiaries
through equity offerings. In the event that current resources do not satisfy our current needs, we may have to seek additional financing, which
may not be available or only available with unfavorable terms and conditions. For a further discussion of liquidity, see �Part II�Item 7.
Management�s Discussion and Analysis of Financial Condition and Results of Operations�Review of Consolidated Financial Condition�Liquidity
and Capital Resources� of LNC�s Annual Report on Form 10-K for the year ended December 31, 2009 and �Part I�Item 2. Management�s Discussion
and Analysis of Financial Condition and Results of Operations�Review of Consolidated Financial Condition�Liquidity and Capital Resources� of
LNC�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2010.
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The difficulties faced by other financial institutions could adversely affect us.

We have exposure to many different industries and counterparties, and routinely execute transactions with counterparties in the financial
services industry, including brokers and dealers, commercial banks, investment banks and other institutions. Many of these transactions expose
us to credit risk in the event of default of our counterparty. In addition, with respect to secured transactions, our credit risk may be exacerbated
when the collateral held by us cannot be realized upon or is liquidated at prices not sufficient to recover the full amount of the loan or derivative
exposure due to it. We also may have exposure to these financial institutions in the form of unsecured debt instruments, derivative transactions
and/or equity investments. There can be no assurance that any such losses or impairments to the carrying value of these assets would not
materially and adversely affect our business and results of operations.

Furthermore, we distribute a significant amount of our insurance, annuity and mutual fund products through large financial institutions. We
believe that the mergers of several of these entities, as well as the negative impact of the markets on these entities, has disrupted and may lead to
further disruption of their businesses, which may have a negative effect on our production levels.

Our participation in a securities lending program and a reverse repurchase program subjects us to potential liquidity and other risks.

We participate in a securities lending program for our general account whereby fixed income securities are loaned by our agent bank to third
parties, primarily major brokerage firms and commercial banks. The borrowers of our securities provide us with collateral, typically in cash,
which we separately maintain. We invest such cash collateral in other securities, primarily in commercial paper and money market or other
short-term funds. Securities with a fair value of $425 million were on loan under the program as of March 31, 2010. Securities loaned under
such transactions may be sold or repledged by the transferee. We were liable for cash collateral under our control of $440 million as of
March 31, 2010.

We participate in a reverse repurchase program for our general account whereby we sell fixed income securities to third parties, primarily major
brokerage firms, with a concurrent agreement to repurchase those same securities at a determined future date. The borrowers of our securities
provide us with cash collateral which is typically invested in fixed maturity securities. The fair value of securities pledged under reverse
repurchase agreements was $350 million as of March 31, 2010.

As of March 31, 2010, substantially all of the securities on loan under the program had a fixed term of less than one year and could have been
returned to us by the borrowers at that time. Collateral received under the reverse repurchase program cannot be returned prior to maturity;
however, market conditions on the repurchase date may limit our ability to enter into new agreements. The return of loaned securities or our
inability to enter into new reverse repurchase agreements would require us to return the cash collateral associated with such securities. In
addition, in some cases, the maturity of the securities held as invested collateral (i.e., securities that we have purchased with cash received from
the third parties) may exceed the term of the related securities and the market value may fall below the amount of cash received as collateral and
invested. If we are required to return significant amounts of cash collateral on short notice and we are forced to sell securities to meet the return
obligation, we may have difficulty selling such collateral that is invested in securities in a timely manner, and we may be
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forced to sell securities in a volatile or illiquid market for less than we otherwise would have been able to realize under normal market
conditions, or both. In addition, under stressful capital market and economic conditions, such as those conditions we have experienced in the last
twelve months, liquidity broadly deteriorates, which may further restrict our ability to sell securities.

Our reserves for future policy benefits and claims related to our current and future business as well as businesses we may acquire in the
future may prove to be inadequate.

We establish and carry, as a liability, reserves based on estimates of how much we will need to pay for future benefits and claims. For our
insurance products, we calculate these reserves based on many assumptions and estimates, including, but not limited to, estimated premiums we
will receive over the assumed life of the policy, the timing of the event covered by the insurance policy, the lapse rate of the policies, the amount
of benefits or claims to be paid and the investment returns on the assets we purchase with the premiums we receive.

As part of our transition plan related to the rescission of a reinsurance treaty covering disability income business, we conducted a reserve study
to determine the adequacy of the reserves to cover contract holder obligations during the fourth quarter of 2009. During the fourth quarter of
2009, we increased reserves as a result of our review of the adequacy of reserves supporting this business and wrote off certain receivables
related to the rescission that were deemed to be uncollectible, which resulted in a $33 million unfavorable effect to net income.

The sensitivity of our statutory reserves and surplus established for our variable annuity base contracts and riders to changes in the equity
markets will vary depending on the magnitude of the decline. The sensitivity will be affected by the level of account values relative to the level
of guaranteed amounts, product design and reinsurance. Statutory reserves for variable annuities depend upon the cumulative equity market
impacts on the business in force, and therefore, result in non-linear relationships with respect to the level of equity market performance within
any reporting period.

The assumptions and estimates we use in connection with establishing and carrying our reserves are inherently uncertain. Accordingly, we
cannot determine with precision the ultimate amount or the timing of the payment of actual benefits and claims or whether the assets supporting
the policy liabilities will grow to the level we assume prior to payment of benefits or claims. If our actual experience is different from our
assumptions or estimates, our reserves may prove to be inadequate in relation to our estimated future benefits and claims.

We are in the process of completing a conversion of our actuarial valuation systems to a uniform valuation platform. This conversion is a
continuation of merger-related activities to harmonize methods and processes and involves an upgrade to a critical platform for our financial
reporting and analysis capabilities. As part of this conversion process, we are harmonizing assumptions and methods of calculations that exist
between similar blocks of business within our actuarial models. This exercise may result in material one-time gain and loss adjustments to our
results of operations and may result in changes to earnings trends.
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Because the equity markets and other factors impact the profitability and expected profitability of many of our products, changes in equity
markets and other factors may significantly affect our business and profitability.

The fee revenue that we earn on equity-based variable annuities and VUL insurance policies is based upon account values. Because strong
equity markets result in higher account values, strong equity markets positively affect our net income through increased fee revenue. Conversely,
a weakening of the equity markets results in lower fee income and may have a material adverse effect on our results of operations and capital
resources.

The increased fee revenue resulting from strong equity markets increases the expected gross profits, or �EGPs,� from variable insurance products
as do better than expected lapses, mortality rates and expenses. As a result, higher EGPs may result in lower net amortized costs related to DAC,
DSI, VOBA, DFEL and changes in future contract benefits. However, a decrease in the equity markets, as well as worse than expected increases
in lapses, mortality rates and expenses, depending upon their significance, may result in higher net amortized costs associated with DAC, DSI,
VOBA, DFEL and changes in future contract benefits and may have a material adverse effect on our results of operations and capital
resources. For example, in the fourth quarter of 2008, we reset our baseline of account values from which EGPs are projected, which we refer to
as our �reversion to the mean,� or �RTM,� process. As a result of this and the impact of the volatile capital market conditions on our annuity
reserves, we had a cumulative unfavorable prospective unlocking of $223 million, after-tax. If unfavorable economic conditions return,
additional unlocking of our RTM assumptions could be possible in future periods. However, if we were to have unlocked our RTM assumption
in the corridor as of December 31, 2009, we would have recorded a favorable prospective unlocking of approximately $300 million, pre-tax, as a
result of improved market conditions in 2009. For further information about our RTM process, see �Part II�Item 7. Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Introduction�Critical Accounting Policies and Estimates�DAC, VOBA, DSI and DFEL�
of LNC�s Annual Report on Form 10-K for the year ended December 31, 2009.

Changes in the equity markets, interest rates and/or volatility affect the profitability of our products with guaranteed benefits; therefore, such
changes may have a material adverse effect on our business and profitability.

Certain of our variable annuity products include guaranteed benefit riders. These include guaranteed death benefit, or �GDB,� guaranteed
withdrawal benefit, or �GWB,� and guaranteed income benefit, or �GIB,� riders. Our GWB, GIB and 4LATER® (a form of GIB rider) features have
elements of both insurance benefits accounted for under the Financial Services�Insurance�Claim Costs and Liabilities for Future Policy Benefits
Subtopic of the Financial Accounting Standards Board (�FASB�) Accounting Standards CodificationTM (�ASC�), referred to as �benefit reserves,� and
embedded derivatives accounted for under the Derivatives and Hedging and the Fair Value Measurements and Disclosures Topics of the FASB
ASC, referred to as �embedded derivative reserves.� The benefit reserves resulting from a benefit ratio unlocking component are calculated in a
manner consistent with our GDB, as described below. We calculate the value of the embedded derivative reserve and the benefit reserves based
on the specific characteristics of each guaranteed living benefit feature. The amount of reserves related to GDB for variable annuities is tied to
the difference between the value of the underlying accounts and the GDB, calculated using a benefit ratio approach. The GDB reserves take into
account the present value of total expected GDB payments, the present value of total expected GDB
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assessments over the life of the contract, claims paid to date and assessments to date. Reserves for our GIB and certain GWB with lifetime
benefits are based on a combination of fair value of the underlying benefit and a benefit ratio approach that is based on the projected future
payments in excess of projected future account values. The benefit ratio approach takes into account the present value of total expected GIB
payments, the present value of total expected GIB assessments over the life of the contract, claims paid to date and assessments to date. The
amount of reserves related to those GWB that do not have lifetime benefits is based on the fair value of the underlying benefit.

Both the level of expected payments and expected total assessments used in calculating the benefit ratio are affected by the equity markets. The
liabilities related to fair value are impacted by changes in equity markets, interest rates and volatility. Accordingly, strong equity markets will
decrease the amount of reserves that we must carry, and strong equity markets, increases in interest rates and decreases in volatility will
generally decrease the reserves calculated using fair value. Conversely, a decrease in the equity markets will increase the expected future
payments used in the benefit ratio approach, which has the effect of increasing the amount of reserves. Also, a decrease in the equity market
along with a decrease in interest rates and an increase in volatility will generally result in an increase in the reserves calculated using fair value,
which are the conditions we have experienced recently.

Increases in reserves would result in a charge to our earnings in the quarter in which the increase occurs. Therefore, we maintain a customized
dynamic hedge program that is designed to mitigate the risks associated with income volatility around the change in reserves on guaranteed
benefits. However, the hedge positions may not be effective to exactly offset the changes in the carrying value of the guarantees due to, among
other things, the time lag between changes in their values and corresponding changes in the hedge positions, high levels of volatility in the
equity markets and derivatives markets, extreme swings in interest rates, contract holder behavior different than expected, a strategic decision to
under- or over-hedge in reaction to extreme market conditions or inconsistencies between economic and statutory reserving guidelines and
divergence between the performance of the underlying funds and hedging indices. For example, for the quarters ended March 31, 2010 and
2009, we experienced a breakage on our guaranteed living benefits net derivatives results of $(8) million and $(65) million, respectively, pre-tax
and before the associated amortization of DAC, VOBA, DSI and DFEL and changes in other contract holder funds and funds withheld
reinsurance liabilities. Breakage is defined as the difference between the change in the value of the liabilities, excluding the amount related to the
non-performance risk component, and the change in the fair value of the derivatives. Breakage can be positive or negative. The non-performance
risk factor is required under the Fair Value Measurements and Disclosures Topic of the FASB ASC, which requires us to consider our own
credit standing, which is not hedged, in the valuation of certain of these liabilities. A decrease in our own credit spread could cause the value of
these liabilities to increase, resulting in a reduction to net income. Conversely, an increase in our own credit spread could cause the value of
these liabilities to decrease, resulting in an increase to net income.

In addition, we remain liable for the guaranteed benefits in the event that derivative counterparties are unable or unwilling to pay, and we are
also subject to the risk that the cost of hedging these guaranteed benefits increases, resulting in a reduction to net income. These, individually or
collectively, may have a material adverse effect on our net income, financial condition or liquidity.
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Changes in interest rates may cause interest rate spreads to decrease and may result in increased contract withdrawals.

Because the profitability of our fixed annuity and interest-sensitive whole life, UL and fixed portion of defined contribution and VUL insurance
business depends in part on interest rate spreads, interest rate fluctuations could negatively affect our profitability. Changes in interest rates may
reduce both our profitability from spread businesses and our return on invested capital. Some of our products, principally fixed annuities,
interest-sensitive whole life, UL and the fixed portion of VUL insurance, have interest rate guarantees that expose us to the risk that changes in
interest rates will reduce our spread, or the difference between the amounts that we are required to pay under the contracts and the amounts we
are able to earn on our general account investments intended to support our obligations under the contracts. Declines in our spread or instances
where the returns on our general account investments are not enough to support the interest rate guarantees on these products could have a
material adverse effect on our businesses or results of operations.

In periods of increasing interest rates, we may not be able to replace the assets in our general account with higher yielding assets needed to fund
the higher crediting rates necessary to keep our interest-sensitive products competitive. We therefore may have to accept a lower spread and thus
lower profitability or face a decline in sales and greater loss of existing contracts and related assets. In periods of declining interest rates, we
have to reinvest the cash we receive as interest or return of principal on our investments in lower yielding instruments then available. Moreover,
borrowers may prepay fixed-income securities, commercial mortgages and mortgage-backed securities in our general account in order to borrow
at lower market rates, which exacerbates this risk. Because we are entitled to reset the interest rates on our fixed rate annuities only at limited,
pre-established intervals, and since many of our contracts have guaranteed minimum interest or crediting rates, our spreads could decrease and
potentially become negative. Increases in interest rates may cause increased surrenders and withdrawals of insurance products. In periods of
increasing interest rates, policy loans and surrenders and withdrawals of life insurance policies and annuity contracts may increase as contract
holders seek to buy products with perceived higher returns. This process may lead to a flow of cash out of our businesses. These outflows may
require investment assets to be sold at a time when the prices of those assets are lower because of the increase in market interest rates, which
may result in realized investment losses. A sudden demand among consumers to change product types or withdraw funds could lead us to sell
assets at a loss to meet the demand for funds.

Our requirements to post collateral or make payments related to declines in market value of specified assets may adversely affect our
liquidity and expose us to counterparty credit risk.

Many of our transactions with financial and other institutions, including settling futures positions, specify the circumstances under which the
parties are required to post collateral. The amount of collateral we may be required to post under these agreements may increase under certain
circumstances, which could adversely affect our liquidity. In addition, under the terms of some of our transactions, we may be required to make
payments to our counterparties related to any decline in the market value of the specified assets.

Losses due to defaults by others could reduce our profitability or negatively affect the value of our investments.

Third parties that owe us money, securities or other assets may not pay or perform their obligations. These parties include the issuers whose
securities we hold, borrowers under the
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mortgage loans we make, customers, trading counterparties, counterparties under swaps and other derivative contracts, reinsurers and other
financial intermediaries. These parties may default on their obligations to us due to bankruptcy, lack of liquidity, downturns in the economy or
real estate values, operational failure, corporate governance issues or other reasons. A further downturn in the U.S. and other economies could
result in increased impairments.

Defaults on our mortgage loans and write-downs of mortgage equity may adversely affect our profitability.

Our mortgage loans face default risk and are principally collateralized by commercial properties. Mortgage loans are stated on our balance sheet
at unpaid principal balance, adjusted for any unamortized premium or discount, deferred fees or expenses, and are net of valuation
allowances. We establish valuation allowances for estimated impairments as of the balance sheet date based on information, such as the market
value of the underlying real estate securing the loan, any third-party guarantees on the loan balance or any cross collateral agreements and their
impact on expected recovery rates. As of March 31, 2010, there were 8 impaired mortgage loans, or less than 1% of total mortgage loans, and 11
commercial mortgage loans that were two or more payments delinquent. The performance of our mortgage loan investments, however, may
fluctuate in the future. In addition, some of our mortgage loan investments have balloon payment maturities. An increase in the default rate of
our mortgage loan investments could have a material adverse effect on our business, results of operations and financial condition.

Further, any geographic or sector exposure in our mortgage loans may have adverse effects on our investment portfolios and consequently on
our consolidated results of operations or financial condition. While we seek to mitigate this risk by having a broadly diversified portfolio, events
or developments that have a negative effect on any particular geographic region or sector may have a greater adverse effect on the investment
portfolios to the extent that the portfolios are exposed.

For information about our risk of write-downs of mortgage equity, see �Part II�Item 7. Management�s Discussion and Analysis of Financial
Condition and Results of Operations�Consolidated Investments�Mortgage Loans on Real Estate� and �Part II�Item 7. Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Consolidated Investments�Standby Real Estate Equity Commitments� of LNC�s Annual
Report on Form 10-K for the year ended December 31, 2009 and �Part I�Item 2. Management�s Discussion and Analysis of Financial Condition
and Results of Operations�Consolidated Investments�Mortgage Loans on Real Estate� and �Part I�Item 2. Management�s Discussion and Analysis of
Financial Condition and Results of Operations�Consolidated Investments � Standby Real Estate Equity Commitments� of LNC�s Quarterly Report
on Form 10-Q for the quarter ended March 31, 2010.

Our investments are reflected within our consolidated financial statements utilizing different accounting bases, and, accordingly, there may
be significant differences between cost and fair value that are not recorded in our consolidated financial statements.

Our principal investments are in fixed maturity and equity securities, mortgage loans on real estate, policy loans, short-term investments,
derivative instruments, limited partnerships and other invested assets. The carrying value of such investments is as follows:

� Fixed maturity and equity securities are classified as AFS, except for those designated as trading securities, and are reported at their estimated
fair value. The difference between the estimated fair value and amortized cost of such securities (i.e., unrealized investment gains and losses)
is
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recorded as a separate component of other comprehensive income (loss) , or �OCI,� net of adjustments to DAC, contract holder related amounts
and deferred income taxes;

� Fixed maturity and equity securities designated as trading securities, which in certain cases support reinsurance arrangements, are recorded at
fair value with subsequent changes in fair value recognized in realized loss. However, offsetting the changes to fair value of the trading
securities are corresponding changes in the fair value of the embedded derivative liability associated with the underlying reinsurance
arrangement. In other words, the investment results for the trading securities, including gains and losses from sales, are passed directly to the
reinsurers through the contractual terms of the reinsurance arrangements. However, there are trading securities associated with the disability
income business for which the reinsurance agreement with Swiss Re was rescinded, and therefore, we now retain the gains and losses on
those securities;

� Short-term investments include investments with remaining maturities of one year or less, but greater than three months, at the time of
acquisition and are stated at amortized cost, which approximates fair value;

� Mortgage loans on real estate are carried at unpaid principal balances, adjusted for any unamortized premiums or discounts and deferred fees
or expenses, net of valuation allowances;

� Policy loans are carried at unpaid principal balances;

� Real estate joint ventures and other limited partnership interests are carried using the equity method of accounting; and

� Other invested assets consist principally of derivatives with positive fair values. Derivatives are carried at fair value with changes in fair value
reflected in income from non-qualifying derivatives and derivatives in fair value hedging relationships. Derivatives in cash flow hedging
relationships are reflected as a separate component of OCI.

Investments not carried at fair value on our consolidated financial statements, principally, mortgage loans, policy loans and real estate, may have
fair values which are substantially higher or lower than the carrying value reflected on our consolidated financial statements. In addition,
unrealized losses are not reflected in net income unless we realize the losses by either selling the security at below amortized cost or determine
that the decline in fair value is deemed to be other-than-temporary (i.e., impaired). Each of such asset classes is regularly evaluated for
impairment under the accounting guidance appropriate to the respective asset class.

Our valuation of fixed maturity, equity and trading securities may include methodologies, estimations and assumptions which are subject to
differing interpretations and could result in changes to investment valuations that may materially adversely affect our results of operations
or financial condition.

Fixed maturity, equity and trading securities and short-term investments, which are reported at fair value on our Consolidated Balance Sheets,
represented the majority of our total cash and invested assets. Pursuant to the Fair Value Measurements and Disclosures Topics of the FASB
ASC, we have categorized these securities into a three-level hierarchy, based on the priority of the inputs to the respective valuation
technique. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the
lowest priority to unobservable inputs (Level 3).
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The determination of fair values in the absence of quoted market prices is based on valuation methodologies, securities we deem to be
comparable and assumptions deemed appropriate given the circumstances. The fair value estimates are made at a specific point in time, based on
available market information and judgments about financial instruments, including estimates of the timing and amounts of expected future cash
flows and the credit standing of the issuer or counterparty. Factors considered in estimating fair value include coupon rate, maturity, estimated
duration, call provisions, sinking fund requirements, credit rating, industry sector of the issuer and quoted market prices of comparable
securities. The use of different methodologies and assumptions may have a material effect on the estimated fair value amounts.

During periods of market disruption, including periods of significantly increasing/decreasing or high/low interest rates, rapidly widening credit
spreads or illiquidity, it may be difficult to value certain of our securities if trading becomes less frequent and/or market data becomes less
observable. There may be certain asset classes that were in active markets with significant observable data that become illiquid due to the current
financial environment. In such cases, more securities may fall to Level 3 and thus require more subjectivity and management judgment. As such,
valuations may include inputs and assumptions that are less observable or require greater estimation, as well as valuation methods which are
more sophisticated or require greater estimation, thereby resulting in values which may be less than the value at which the investments may be
ultimately sold. Further, rapidly changing and unprecedented credit and equity market conditions could materially impact the valuation of
securities as reported within our consolidated financial statements and the period-to-period changes in value could vary significantly. Decreases
in value may have a material adverse effect on our results of operations or financial condition.

Some of our investments are relatively illiquid and are in asset classes that have been experiencing significant market valuation fluctuations.

We hold certain investments that may lack liquidity, such as privately placed fixed maturity securities, mortgage loans, policy loans and other
limited partnership interests. These asset classes represented 23% of the carrying value of our total cash and invested assets as of March 31,
2010. Even some of our very high quality assets have been more illiquid as a result of the recent challenging market conditions.

If we require significant amounts of cash on short notice in excess of normal cash requirements or are required to post or return collateral in
connection with our investment portfolio, derivatives transactions or securities lending activities, we may have difficulty selling these
investments in a timely manner, be forced to sell them for less than we otherwise would have been able to realize, or both.

The reported value of our relatively illiquid types of investments, our investments in the asset classes described in the paragraph above and, at
times, our high quality, generally liquid asset classes, do not necessarily reflect the lowest current market price for the asset. If we were forced to
sell certain of our assets in the current market, there can be no assurance that we would be able to sell them for the prices at which we have
recorded them and we might be forced to sell them at significantly lower prices.

We invest a portion of our invested assets in investment funds, many of which make private equity investments. The amount and timing of
income from such investment funds tends to be uneven as a result of the performance of the underlying investments, including private equity
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investments. The timing of distributions from the funds, which depends on particular events relating to the underlying investments, as well as the
funds� schedules for making distributions and their needs for cash, can be difficult to predict. As a result, the amount of income that we record
from these investments can vary substantially from quarter to quarter. Recent equity and credit market volatility may reduce investment income
for these types of investments.

In addition, other external factors may cause a drop in value of investments, such as ratings downgrades on asset classes. For example, Congress
has proposed legislation to amend the U.S. Bankruptcy Code to permit bankruptcy courts to modify mortgages on primary residences, including
an ability to reduce outstanding mortgage balances. Such actions by bankruptcy courts may impact the ratings and valuation of our residential
mortgage-backed investment securities.

The determination of the amount of allowances and impairments taken on our investments is highly subjective and could materially impact
our results of operations or financial position.

The determination of the amount of allowances and impairments varies by investment type and is based upon our periodic evaluation and
assessment of known and inherent risks associated with the respective asset class. Such evaluations and assessments are revised as conditions
change and new information becomes available. Management updates its evaluations regularly and reflects changes in allowances and
impairments in operations as such evaluations are revised. There can be no assurance that our management has accurately assessed the level of
impairments taken and allowances reflected in our financial statements. Furthermore, additional impairments may need to be taken or
allowances provided for in the future. Historical trends may not be indicative of future impairments or allowances.

We adopted updates to the Investments�Debt and Equity Securities Topicof the FASB ASC for our debt securities effective January 1,
2009. This adoption required that an other-than-temporary impairment, or �OTTI,� loss be separated into the amount representing the decrease in
cash flows expected to be collected, or �credit loss,� which is recognized in earnings, and the amount related to all other factors, or �noncredit loss,�
which is recognized in OCI. In addition, the requirement for management to assert that it has the intent and ability to hold an impaired security
until recovery was replaced by the requirement for management to assert if it either has the intent to sell the debt security or if it is more likely
than not the entity will be required to sell the debt security before recovery of its amortized cost basis.

We regularly review our AFS securities for declines in fair value that we determine to be other-than-temporary. For an equity security, if we do
not have the ability and intent to hold the security for a sufficient period of time to allow for a recovery in value, we conclude that an OTTI has
occurred, and the amortized cost of the equity security is written down to the current fair value, with a corresponding change to realized gain
(loss) on our Consolidated Statements of Income (Loss). When assessing our ability and intent to hold the equity security to recovery, we
consider, among other things, the severity and duration of the decline in fair value of the equity security as well as the cause of decline, a
fundamental analysis of the liquidity, business prospects and overall financial condition of the issuer.

For a debt security, if we intend to sell a security or it is more likely than not that we will be required to sell a debt security before recovery of its
amortized cost basis and the fair value of the debt security is below amortized cost, we conclude than an OTTI has occurred and the amortized
cost is written down to current fair value, with a corresponding charge to realized loss on our Consolidated Statements of Income. If we do not
intend to sell a debt security or it is not
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more likely than not we will be required to sell a debt security before recovery of its amortized cost basis but the present value of the cash flows
expected to be collected is less than the amortized cost of the debt security (referred to as the credit loss), we conclude that an OTTI has
occurred and the amortized cost is written down to the estimated recovery value with a corresponding charge to realized loss on our
Consolidated Statements of Income (Loss), as this is also deemed the credit portion of the OTTI. The remainder of the decline to fair value is
recorded in OCI to unrealized OTTI on AFS securities on our Consolidated Statements of Stockholders� Equity, as this is considered a noncredit
(i.e., recoverable) impairment. Net OTTI recognized in net income (loss) was $53 million and $122 million, pre-tax, for the quarters ended
March 31, 2010 and 2009, respectively. The portion of OTTI recognized in OCI for the quarters ended March 31, 2010 and 2009 was $24
million and $89 million, respectively, pre-tax.

Related to our unrealized losses, we establish deferred tax assets for the tax benefit we may receive in the event that losses are realized. The
realization of significant realized losses could result in an inability to recover the tax benefits and may result in the establishment of valuation
allowances against our deferred tax assets. Realized losses or impairments may have a material adverse impact on our results of operations and
financial position.

We will be required to pay interest on our capital securities with proceeds from the issuance of qualifying securities if we fail to achieve
capital adequacy or net income and stockholders� equity levels.

As of March 31, 2010, we had approximately $1.5 billion in principal amount of capital securities outstanding. All of the capital securities
contain covenants that require us to make interest payments in accordance with an alternative coupon satisfaction mechanism, or �ACSM,� if we
determine that one of the following triggers exists as of the 30th day prior to an interest payment date, or the �determination date�:

1. LNL�s RBC ratio is less than 175% (based on the most recent annual financial statement filed with the State of Indiana); or

2. (i) The sum of our consolidated net income for the four trailing fiscal quarters ending on the quarter that is two quarters prior to the
most recently completed quarter prior to the determination date is zero or negative, and (ii) our consolidated stockholders� equity
(excluding accumulated OCI and any increase in stockholders� equity resulting from the issuance of preferred stock during a quarter),
or �adjusted stockholders� equity,� as of (x) the most recently completed quarter and (y) the end of the quarter that is two quarters
before the most recently completed quarter, has declined by 10% or more as compared to the quarter that is ten fiscal quarters prior
to the last completed quarter, or the �benchmark quarter.�

The ACSM would generally require us to use commercially reasonable efforts to satisfy our obligation to pay interest in full on the capital
securities with the net proceeds from sales of our common stock and warrants to purchase our common stock with an exercise price greater than
the market price. We would have to utilize the ACSM until the trigger events above no longer existed, and, in the case of test 2 above, our
adjusted stockholders� equity amount increased or declined by less than 10% as compared to the adjusted stockholders� equity at the end of the
benchmark quarter for each interest payment date as to which interest payment restrictions were imposed by test 2 above.
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If we were required to utilize the ACSM and were successful in selling sufficient shares of common stock or warrants to satisfy the interest
payment, we would dilute the current holders of our common stock. Furthermore, while a trigger event is occurring and if we do not pay accrued
interest in full, we may not, among other things, pay dividends on or repurchase our capital stock. Our failure to pay interest pursuant to the
ACSM will not result in an event of default with respect to the capital securities, nor will a nonpayment of interest, unless it lasts for ten
consecutive years, although such breaches may result in monetary damages to the holders of the capital securities.

In recent quarters, we have triggered the net income test as a result of quarterly consolidated net losses. However, recent quarterly consolidated
net income and our efforts to raise capital in the form of equity in 2009 resulted in no trigger of the net income test or the overall stockholders�
equity test looking forward to the quarter ending September 30, 2010.

The calculations of RBC, net income (loss) and adjusted stockholders� equity are subject to adjustments and the capital securities are subject to
additional terms and conditions as further described in supplemental indentures filed as exhibits to our Forms 8-K filed on March 13,
2007, May 17, 2006, and April 20, 2006.

A decrease in the capital and surplus of our insurance subsidiaries may result in a downgrade to our credit and insurer financial strength
ratings.

In any particular year, statutory surplus amounts and RBC ratios may increase or decrease depending on a variety of factors, including the
amount of statutory income or losses generated by our insurance subsidiaries (which itself is sensitive to equity market and credit market
conditions), the amount of additional capital our insurance subsidiaries must hold to support business growth, changes in reserving requirements,
such as VACARVM and principles based reserving, our inability to secure capital market solutions to provide reserve relief, such as issuing
letters of credit to support captive reinsurance structures, changes in equity market levels, the value of certain fixed-income and equity securities
in our investment portfolio, the value of certain derivative instruments that do not get hedge accounting, changes in interest rates and foreign
currency exchange rates, as well as changes to the NAIC RBC formulas. The RBC ratio is also affected by the product mix of the in-force book
of business (i.e., the amount of business without guarantees is not subject to the same level of reserves as the business with guarantees). Most of
these factors are outside of our control. Our credit and insurer financial strength ratings are significantly influenced by the statutory surplus
amounts and RBC ratios of our insurance company subsidiaries. The RBC ratio of LNL is an important factor in the determination of the credit
and financial strength ratings of LNC and its subsidiaries. In addition, rating agencies may implement changes to their internal models that have
the effect of increasing or decreasing the amount of statutory capital we must hold in order to maintain our current ratings. In addition, in
extreme scenarios of equity market declines, the amount of additional statutory reserves that we are required to hold for our variable annuity
guarantees may increase at a rate greater than the rate of change of the markets. Increases in reserves reduce the statutory surplus used in
calculating our RBC ratios. To the extent that our statutory capital resources are deemed to be insufficient to maintain a particular rating by one
or more rating agencies, we may seek to raise additional capital through public or private equity or debt financing, which may be on terms not as
favorable as in the past. Alternatively, if we were not to raise additional capital in such a scenario, either at our discretion or because we were
unable to do so, our financial strength and credit ratings might be downgraded by one or more rating
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agencies. For more information on risks regarding our ratings, see �A downgrade in our financial strength or credit ratings could limit our ability
to market products, increase the number or value of policies being surrendered and/or hurt our relationships with creditors� below.

A downgrade in our financial strength or credit ratings could limit our ability to market products, increase the number or value of policies
being surrendered and/or hurt our relationships with creditors.

Nationally recognized rating agencies rate the financial strength of our principal insurance subsidiaries and rate our debt. Ratings are not
recommendations to buy our securities. Each of the rating agencies reviews its ratings periodically, and our current ratings may not be
maintained in the future. In late September and early October of 2008, A.M. Best Co., or �A.M. Best,� Fitch Ratings, or �Fitch,� Moody�s Investors
Service, or �Moody�s,� and Standard & Poor�s Ratings Services, or �S&P,� each revised their outlook for the U.S. life insurance sector from stable to
negative. We believe that the rating agencies continue to have the life insurance industry on negative outlook until a sustained recovery in the
general economy.

Our financial strength ratings, which are intended to measure our ability to meet contract holder obligations, are an important factor affecting
public confidence in most of our products and, as a result, our competitiveness. A downgrade of the financial strength rating of one of our
principal insurance subsidiaries could affect our competitive position in the insurance industry by making it more difficult for us to market our
products as potential customers may select companies with higher financial strength ratings and by leading to increased withdrawals by current
customers seeking companies with higher financial strength ratings. This could lead to a decrease in fees as net outflows of assets increase, and
therefore, result in lower fee income. Furthermore, sales of assets to meet customer withdrawal demands could also result in losses, depending
on market conditions. The interest rates we pay on our borrowings are largely dependent on our credit ratings. A downgrade of our debt ratings
could affect our ability to raise additional debt, including bank lines of credit, with terms and conditions similar to our current debt, and
accordingly, likely increase our cost of capital.

As a result of raising capital of approximately $2.1 billion in the second and third quarters of 2009, Moody�s, S&P, Fitch and A.M. Best affirmed
our debt ratings and the financial strength ratings of LNL, Lincoln Life and Annuity Company of New York, or �LLANY,� and First Penn-Pacific
Life Insurance Company. A.M. Best�s ratings outlook on LNC and our subsidiaries remains negative. Moody�s and S&P both revised their
outlooks on LNC and our subsidiaries from negative to stable. Fitch placed the long-term ratings of LNC on watch positive, and updated its
outlook on our insurance subsidiaries from negative to stable. All of our ratings and ratings of our principal insurance subsidiaries are subject to
revision or withdrawal at any time by the rating agencies, and therefore, no assurance can be given that our principal insurance subsidiaries or
we can maintain these ratings. See �Part I�Item 1. Business�Ratings� in LNC�s Annual Report on Form 10-K for the year ended December 31, 2009,
�Part I�Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations�Introduction�Executive Summary�Current
Market Conditions� in LNC�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2010 and �Item 8.01 Other Events� in LNC�s Current
Report on Form 8-K filed on June 2, 2010 for a description of our ratings.
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Certain blocks of our insurance business purchased from third-party insurers under indemnity reinsurance agreements may require us to
place assets in trust, secure letters of credit or return the business, if the financial strength ratings and/or capital ratios of certain insurance
subsidiaries are not maintained at specified levels.

Under certain indemnity reinsurance agreements, one of our insurance subsidiaries, LLANY, provides 100% indemnity reinsurance for the
business assumed, however, the third-party insurer, or the �cedent,� remains primarily liable on the underlying insurance business. Under these
types of agreements, as of March 31, 2010, we held statutory reserves of approximately $3.3 billion. These indemnity reinsurance arrangements
require that our subsidiary, as the reinsurer, maintain certain insurer financial strength ratings and capital ratios. If these ratings or capital ratios
are not maintained, depending upon the reinsurance agreement, the cedent may recapture the business, or require us to place assets in trust or
provide letters of credit at least equal to the relevant statutory reserves. Under the largest indemnity reinsurance arrangement, we held
approximately $2.3 billion of statutory reserves as of March 31, 2010. LLANY must maintain an A.M. Best financial strength rating of at least
B+, an S&P financial strength rating of at least BB+ and a Moody�s financial strength rating of at least Ba1, as well as maintain an RBC ratio of
at least 160% or an S&P capital adequacy ratio of 100%, or the cedent may recapture the business. Under two other arrangements, by which we
established approximately $1 billion of statutory reserves, LLANY must maintain an A.M. Best financial strength rating of at least B++, an S&P
financial strength rating of at least BBB- and a Moody�s financial strength rating of at least Baa3. One of these arrangements also requires
LLANY to maintain an RBC ratio of at least 185% or an S&P capital adequacy ratio of 115%. Each of these arrangements may require LLANY
to place assets in trust equal to the relevant statutory reserves. As of December 31, 2009, LLANY�s RBC ratio exceeded 600%. See �Part I�Item 1.
Business�Ratings� in LNC�s Annual Report on Form 10-K for the year ended December 31, 2009, and �Part I�Item 2. Management�s Discussion and
Analysis of Financial Condition and Results of Operations�Introduction�Executive Summary�Current Market Conditions� in LNC�s Quarterly Report
on Form 10-Q for the quarter ended March 31, 2010 for a complete description of our ratings.

If the cedent recaptured the business, LLANY would be required to release reserves and transfer assets to the cedent. Such a recapture could
adversely impact our future profits. Alternatively, if LLANY established a security trust for the cedent, the ability to transfer assets out of the
trust could be severely restricted, thus negatively impacting our liquidity.

Our businesses are heavily regulated and changes in regulation may reduce our profitability.

Our insurance subsidiaries are subject to extensive supervision and regulation in the states in which we do business. The supervision and
regulation relate to numerous aspects of our business and financial condition. The primary purpose of the supervision and regulation is the
protection of our insurance contract holders, and not our investors. The extent of regulation varies, but generally is governed by state
statutes. These statutes delegate regulatory, supervisory and administrative authority to state insurance departments. This system of supervision
and regulation covers, among other things:

� Standards of minimum capital requirements and solvency, including RBC measurements;

� Restrictions of certain transactions between our insurance subsidiaries and their affiliates;

� Restrictions on the nature, quality and concentration of investments;
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� Restrictions on the types of terms and conditions that we can include in the insurance policies offered by our primary insurance operations;

� Limitations on the amount of dividends that insurance subsidiaries can pay;

� The existence and licensing status of the company under circumstances where it is not writing new or renewal business;

� Certain required methods of accounting;

� Reserves for unearned premiums, losses and other purposes; and

� Assignment of residual market business and potential assessments for the provision of funds necessary for the settlement of covered claims
under certain policies provided by impaired, insolvent or failed insurance companies.

We may be unable to maintain all required licenses and approvals and our business may not fully comply with the wide variety of applicable
laws and regulations or the relevant authority�s interpretation of the laws and regulations, which may change from time to time. Also, regulatory
authorities have relatively broad discretion to grant, renew or revoke licenses and approvals. If we do not have the requisite licenses and
approvals or do not comply with applicable regulatory requirements, the insurance regulatory authorities could preclude or temporarily suspend
us from carrying on some or all of our activities or impose substantial fines. Further, insurance regulatory authorities have relatively broad
discretion to issue orders of supervision, which permit such authorities to supervise the business and operations of an insurance company. As of
March 31, 2010, no state insurance regulatory authority had imposed on us any substantial fines or revoked or suspended any of our licenses to
conduct insurance business in any state or issued an order of supervision with respect to our insurance subsidiaries, which would have a material
adverse effect on our results of operations or financial condition.

In addition, Lincoln Financial Network and Lincoln Financial Distributors, as well as our variable annuities and variable life insurance products,
are subject to regulation and supervision by the SEC and the Financial Industry Regulation Authority, or �FINRA.� LNC, as a savings and loan
holding company, and NCLS are subject to regulation and supervision by the Office of Thrift Supervision, or �OTS.� As a savings and loan
holding company, we are also subject to the requirement that our activities be financially-related activities as defined by federal law (which
includes insurance activities). These laws and regulations generally grant supervisory agencies and self-regulatory organizations broad
administrative powers, including the power to limit or restrict the subsidiaries from carrying on their businesses in the event that they fail to
comply with such laws and regulations. Finally, our radio operations require a license, subject to periodic renewal, from the Federal
Communications Commission to operate. While management considers the likelihood of a failure to renew remote, any station that fails to
receive renewal would be forced to cease operations.

Recently, there has been an increase in potential federal initiatives that would affect the insurance industry. In January 2010, the White House
proposed as a part of its budget proposal a new �financial crisis responsibility fee� on certain financial institutions as a means to recoup any
shortfall in revenues resulting from the TARP, so that the program does not add to the federal budget deficit. As proposed, the fee would apply
to financial institutions, including bank holding companies, thrift holding companies, insured depositories, and insurance companies that own
one of these entities, with over $50 billion in assets, regardless of whether the firm participated
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in the TARP. The fee as proposed is expected to be an assessment of 15 basis points against a calculated �covered liabilities� amount and would be
in place for a minimum of 10 years. Details as to the precise calculation of �covered liabilities� are still unclear. Further, legislation implementing
this fee will need to be introduced and passed by Congress before this tax would take effect. In December 2009, the House passed H.R. 4173,
�The Wall Street Reform and Consumer Protection Act of 2009,� a wide-ranging bill that includes a number of reforms. The bill includes, among
other things, a new harmonized fiduciary standard for broker-dealers and investment advisers, the creation of the Consumer Financial Protection
Agency, the creation of a pre-funded resolution trust to cover the costs of winding down certain failing institutions, the creation of the Federal
Insurance Office within the U.S. Treasury and provisions relating to executive compensation. The bill would require financial institutions,
including insurance companies, to contribute funds to the resolution trust. The bill also eliminates the OTS and reallocates the supervisory and
regulatory authority (i) over federally chartered thrifts to the Office of the Comptroller of the Currency and (ii) over thrift holding companies to
the Federal Reserve. If this provision of the bill is adopted, we and NCLS will each have a new regulator and may be subject to additional
regulations.

In the Senate, similar legislation was passed by the full Senate on May 20, 2010. H.R. 4173 was the vehicle for incorporating the provisions of
S. 3217, the Senate�s substitute bill. The Senate-passed bill contains many similar provisions that are included in the House-passed version of
H.R. 4173. However, because of differences in the House and Senate-passed versions of the bill, it must be reconciled in conference between
House and Senate negotiators. For instance, the Senate-passed bill currently does not include a provision to create a pre-funded resolution trust,
nor does it have a harmonized fiduciary standard for broker-dealers and investment advisers. In addition, the Senate-passed bill contains
restrictions on proprietary trading activities of all of the subsidiaries and affiliates within a holding company system that contains a depository
institution. These and other differences must be reconciled before a final bill can be enacted into law. The Conference Committee began
negotiations to reconcile the Senate and House-passed bills on June 10, 2010. It is anticipated that Congress will complete work on this
regulatory reform package prior to the July 4th recess, and that the bill will be signed into law by President Obama. The ultimate impact of any of
these federal initiatives on our results of operations, liquidity or capital resources is currently indeterminable.

Many of the foregoing regulatory or governmental bodies have the authority to review our products and business practices and those of our
agents and employees. In recent years, there has been increased scrutiny of our businesses by these bodies, which has included more extensive
examinations, regular sweep inquiries and more detailed review of disclosure documents. These regulatory or governmental bodies may bring
regulatory or other legal actions against us if, in their view, our practices, or those of our agents or employees, are improper. These actions can
result in substantial fines, penalties or prohibitions or restrictions on our business activities and could have a material adverse effect on our
business, results of operations or financial condition.

Attempts to mitigate the impact of Regulation XXX and Actuarial Guideline 38 may fail in whole or in part resulting in an adverse effect on
our financial condition and results of operations.

The Model Regulation entitled �Valuation of Life Insurance Policies,� commonly known as �Regulation XXX� or �XXX,� requires insurers to
establish additional statutory reserves for term life insurance policies with long-term premium guarantees and UL policies with secondary
guarantees. In addition, Actuarial Guideline 38, or �AG38,� clarifies the application of XXX with
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respect to certain UL insurance policies with secondary guarantees. Virtually all of our newly issued term and the great majority of our newly
issued UL insurance products are now affected by XXX and AG38.

As a result of this regulation, we have established higher statutory reserves for term and UL insurance products and changed our premium rates
for term life insurance products. We also have implemented reinsurance and capital management actions to mitigate the capital impact of XXX
and AG38, including the use of letters of credit to support the reinsurance provided by captive reinsurance subsidiaries. In addition, although
formal details have not been provided, we anticipate the rating agencies may require a portion of these letters of credit to be included in our
leverage calculations, which would pressure our leverage ratios and potentially our ratings. Therefore, we cannot provide assurance that there
will not be regulatory, rating agency or other challenges to the actions we have taken to date. The result of those potential challenges could
require us to increase statutory reserves or incur higher operating and/or tax costs. See �Part II�Item 7. Management�s Discussion and Analysis of
Financial Condition and Results of Operations�Results of Insurance Solutions�Insurance Solutions�Life Insurance� in LNC�s Annual Report on Form
10-K for the year ended December 31, 2009 and �Part I�Item 2. Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Results of Insurance Solutions�Insurance Solutions� Life Insurance� in LNC�s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2010 for a further discussion of our capital management in connection with XXX.

In light of the current downturn in the credit markets and the increased spreads on asset-backed debt securities, we also cannot provide assurance
that we will be able to continue to implement actions to mitigate the impact of XXX or AG38 on future sales of term and UL insurance
products. If we are unable to continue to implement those actions, we may be required to increase statutory reserves, incur higher operating costs
and lower returns on products sold than we currently anticipate or reduce our sales of these products. We also may have to implement measures
that may be disruptive to our business. For example, because term and UL insurance are particularly price-sensitive products, any increase in
premiums charged on these products in order to compensate us for the increased statutory reserve requirements or higher costs of reinsurance
may result in a significant loss of volume and adversely affect our life insurance operations.

Changes in accounting standards issued by the FASB or other standard-setting bodies may adversely affect our financial statements.

Our financial statements are subject to the application of GAAP, which is periodically revised and/or expanded. Accordingly, from time to time
we are required to adopt new or revised accounting standards or guidance that are incorporated into the FASB ASC. It is possible that future
accounting standards we are required to adopt could change the current accounting treatment that we apply to our consolidated financial
statements and that such changes could have a material adverse effect on our financial condition and results of operations.

For example, the Emerging Issues Task Force of the FASB has issued an exposure draft on DAC which provides changes to existing guidance as
to the types of costs that insurance companies may capitalize. Until the final guidance is issued, the impact to our consolidated financial position
and results of operations is unknown. In addition, the SEC has proposed that large accelerated filers in the U.S. be required to report financial
results in accordance with International Financial Reporting Standards, or �IFRS,� as issued by the International Accounting Standards Board
rather than GAAP. As currently proposed, the earliest this would become
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effective would begin with a company�s fiscal year 2014 Annual Report on Form 10-K. The 2014 Form 10-K would likely include audited IFRS
financial statements for the transitional year, as well as the two preceding fiscal years. Thus, an issuer adopting IFRS in 2014 would need to file
audited IFRS financial statements for fiscal years 2012, 2013, and 2014 in its Form 10-K for the fiscal year ended 2014. Despite the movement
toward convergence of GAAP and IFRS, IFRS will be a complete change to our accounting and reporting and converting to IFRS will impose
special demands on issuers in the areas of governance, employee training, internal controls, contract fulfillment and disclosure. As convergence
of GAAP and IFRS continues, it could result in significant changes in GAAP that would be implemented whether or not a transition to IFRS
actually occurs. The changes to GAAP and ultimate conversion to IFRS will likely affect how we manage our business, as it will likely affect
other business processes such as design of compensation plans, product design, etc.

Legal and regulatory actions are inherent in our businesses and could result in financial losses or harm our businesses.

We are, and in the future may be, subject to legal actions in the ordinary course of our insurance operations, both domestically and
internationally. Pending legal actions include proceedings relating to aspects of our businesses and operations that are specific to us and
proceedings that are typical of the businesses in which we operate. Some of these proceedings have been brought on behalf of various alleged
classes of complainants. In certain of these matters, the plaintiffs are seeking large and/or indeterminate amounts, including punitive or
exemplary damages. Substantial legal liability in these or future legal or regulatory actions could have a material financial effect or cause
significant harm to our reputation, which in turn could materially harm our business prospects. For more information on pending material legal
proceedings, see �Part II�Item 8. Financial Statements and Supplementary Data�Note 14� in our Annual Report on Form 10-K for the year ended
December 31, 2009, and �Part I�Item 1. Financial Statements�Note 9� in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2010.

Changes in U.S. federal income tax law could increase our tax costs and make the products that we sell less desirable.

Changes to the Internal Revenue Code, administrative rulings or court decisions could increase our effective tax rate and lower our net
income. For example, on February 1, 2010, the U.S. Treasury released the �General Explanations of the Administration�s Fiscal Year 2011
Revenue Proposals� including proposals which, if enacted, would affect the taxation of life insurance companies and certain life insurance
products. The statutory changes contemplated by the Administration�s revenue proposals would, if enacted into law, change the method used to
determine the amount of dividend income received by a life insurance company on assets held in separate accounts used to support products,
including variable life insurance and variable annuity contracts, that are eligible for the dividend received deduction. The dividend received
deduction reduces the amount of dividend income subject to tax and is a significant component of the difference between our actual tax expense
and expected amount determined using the federal statutory tax rate of 35%. Our income tax provision for the year ended December 31, 2009
included a separate account dividend received deduction benefit of $77 million. From time to time, the Internal Revenue Service has challenged
the applicability of the dividend received deduction. In addition, the Administration�s proposals would affect the treatment of corporate owned
UL and VUL, or �COLI,� policies by limiting the availability of certain interest deductions
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for companies that purchase those policies. If proposals of this type were enacted, our sale of COLI, variable annuities and variable life products
could be adversely affected and our actual tax expense could increase, reducing earnings.

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

We have devoted significant resources to develop our enterprise risk management policies and procedures and expect to continue to do so in the
future. Nonetheless, our policies and procedures to identify, monitor and manage risks may not be fully effective. Many of our methods of
managing risk and exposures are based upon our use of observed historical market behavior or statistics based on historical models. As a result,
these methods may not predict future exposures, which could be significantly greater than the historical measures indicate, such as the risk of
pandemics causing a large number of deaths. Other risk management methods depend upon the evaluation of information regarding markets,
clients, catastrophe occurrence or other matters that is publicly available or otherwise accessible to us, which may not always be accurate,
complete, up-to-date or properly evaluated. Management of operational, legal and regulatory risks requires, among other things, policies and
procedures to record properly and verify a large number of transactions and events, and these policies and procedures may not be fully effective.

We face a risk of non-collectibility of reinsurance, which could materially affect our results of operations.

We follow the insurance practice of reinsuring with other insurance and reinsurance companies a portion of the risks under the policies written
by our insurance subsidiaries (known as �ceding�). As of December 31, 2009, we ceded $342.6 billion of life insurance in force to reinsurers for
reinsurance protection. Although reinsurance does not discharge our subsidiaries from their primary obligation to pay contract holders for losses
insured under the policies we issue, reinsurance does make the assuming reinsurer liable to the insurance subsidiaries for the reinsured portion of
the risk. As of March 31, 2010, we had $6.5 billion of reinsurance receivables from reinsurers for paid and unpaid losses, for which they are
obligated to reimburse us under our reinsurance contracts. Of this amount, $3.1 billion related to the sale of our reinsurance business to Swiss Re
in 2001 through an indemnity reinsurance agreement. Swiss Re has funded a trust to support this business. The balance in the trust changes as a
result of ongoing reinsurance activity and was $1.9 billion as of March 31, 2010. As a result of Swiss Re�s S&P financial strength rating dropping
below AA-, Swiss Re was required to fund an additional trust to support this business of approximately $1.5 billion as of March 31, 2010, which
was established during the fourth quarter of 2009. Furthermore, approximately $1.2 billion of the Swiss Re treaties are funds withheld structures
where we have a right of offset on assets backing the reinsurance receivables.

The balance of the reinsurance is due from a diverse group of reinsurers. The collectibility of reinsurance is largely a function of the solvency of
the individual reinsurers. We perform annual credit reviews on our reinsurers, focusing on, among other things, financial capacity, stability,
trends and commitment to the reinsurance business. We also require assets in trust, letters of credit or other acceptable collateral to support
balances due from reinsurers not authorized to transact business in the applicable jurisdictions. Despite these measures, a reinsurer�s insolvency,
inability or unwillingness to make payments under the terms of a reinsurance contract, especially Swiss Re, could have a material adverse effect
on our results of operations and financial condition.
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Significant adverse mortality experience may result in the loss of, or higher prices for, reinsurance.

We reinsure a significant amount of the mortality risk on fully underwritten, newly issued, individual life insurance contracts. We regularly
review retention limits for continued appropriateness and they may be changed in the future. If we were to experience adverse mortality or
morbidity experience, a significant portion of that would be reimbursed by our reinsurers. Prolonged or severe adverse mortality or morbidity
experience could result in increased reinsurance costs, and ultimately, reinsurers not willing to offer coverage. If we are unable to maintain our
current level of reinsurance or purchase new reinsurance protection in amounts that we consider sufficient, we would either have to be willing to
accept an increase in our net exposures or revise our pricing to reflect higher reinsurance premiums. If this were to occur, we may be exposed to
reduced profitability and cash flow strain or we may not be able to price new business at competitive rates.

Catastrophes may adversely impact liabilities for contract holder claims and the availability of reinsurance.

Our insurance operations are exposed to the risk of catastrophic mortality, such as a pandemic, an act of terrorism, a natural disaster or other
event that causes a large number of deaths or injuries. Significant influenza pandemics have occurred three times in the last century, but the
likelihood, timing or severity of a future pandemic cannot be predicted. Additionally, the impact of climate change could cause changes in
weather patterns, resulting in more severe and more frequent natural disasters such as forest fires, hurricanes, tornados, floods and storm
surges. In our group insurance operations, a localized event that affects the workplace of one or more of our group insurance customers could
cause a significant loss due to mortality or morbidity claims. These events could cause a material adverse effect on our results of operations in
any period and, depending on their severity, could also materially and adversely affect our financial condition.

The extent of losses from a catastrophe is a function of both the total amount of insured exposure in the area affected by the event and the
severity of the event. Pandemics, natural disasters and man-made catastrophes, including terrorism, may produce significant damage in larger
areas, especially those that are heavily populated. Claims resulting from natural or man-made catastrophic events could cause substantial
volatility in our financial results for any fiscal quarter or year and could materially reduce our profitability or harm our financial condition. Also,
catastrophic events could harm the financial condition of our reinsurers and thereby increase the probability of default on reinsurance
recoveries. Accordingly, our ability to write new business could also be affected.

Consistent with industry practice and accounting standards, we establish liabilities for claims arising from a catastrophe only after assessing the
probable losses arising from the event. We cannot be certain that the liabilities we have established or applicable reinsurance will be adequate to
cover actual claim liabilities, and a catastrophic event or multiple catastrophic events could have a material adverse effect on our business,
results of operations and financial condition.
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Competition for our employees is intense, and we may not be able to attract and retain the highly skilled people we need to support our
business.

Our success depends, in large part, on our ability to attract and retain key people. Intense competition exists for the key employees with
demonstrated ability, and we may be unable to hire or retain such employees, particularly in light of compensation restrictions currently
applicable to us in connection with our participation in the TARP CPP. The unexpected loss of services of one or more of our key personnel
could have a material adverse effect on our operations due to their skills, knowledge of our business, their years of industry experience and the
potential difficulty of promptly finding qualified replacement employees. We compete with other financial institutions primarily on the basis of
our products, compensation, support services and financial position. Sales in our businesses and our results of operations and financial condition
could be materially adversely affected if we are unsuccessful in attracting and retaining key employees, including financial advisors, wholesalers
and other employees, as well as independent distributors of our products.

Our sales representatives are not captive and may sell products of our competitors.

We sell our annuity and life insurance products through independent sales representatives. These representatives are not captive, which means
they may also sell our competitors� products. If our competitors offer products that are more attractive than ours, or pay higher commission rates
to the sales representatives than we do, these representatives may concentrate their efforts in selling our competitors� products instead of ours.

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

We rely on a combination of contractual rights and copyright, trademark, patent and trade secret laws to establish and protect our intellectual
property. Although we use a broad range of measures to protect our intellectual property rights, third parties may infringe or misappropriate our
intellectual property. We may have to litigate to enforce and protect our copyrights, trademarks, patents, trade secrets and know-how or to
determine their scope, validity or enforceability, which represents a diversion of resources that may be significant in amount and may not prove
successful. Additionally, complex legal and factual determinations and evolving laws and court interpretations make the scope of protection
afforded our intellectual property uncertain, particularly in relation to our patents. While we believe our patents provide us with a competitive
advantage, we cannot be certain that any issued patents will be interpreted with sufficient breadth to offer meaningful protection. In addition, our
issued patents may be successfully challenged, invalidated, circumvented or found unenforceable so that our patent rights would not create an
effective competitive barrier. The loss of intellectual property protection or the inability to secure or enforce the protection of our intellectual
property assets could have a material adverse effect on our business and our ability to compete.

We also may be subject to costly litigation in the event that another party alleges our operations or activities infringe upon another party�s
intellectual property rights. Third parties may have, or may eventually be issued, patents that could be infringed by our products, methods,
processes or services. Any party that holds such a patent could make a claim of infringement against us. We may also be subject to claims by
third parties for breach of copyright, trademark, trade secret or license usage rights. Any such claims and any resulting litigation could result in
significant liability for damages. If we were found to have infringed a third-party patent or other intellectual property rights, we could incur
substantial liability, and in some circumstances could
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be enjoined from providing certain products or services to our customers or utilizing and benefiting from certain methods, processes, copyrights,
trademarks, trade secrets or licenses, or alternatively could be required to enter into costly licensing arrangements with third parties, all of which
could have a material adverse effect on our business, results of operations and financial condition.

Intense competition could negatively affect our ability to maintain or increase our profitability.

Our businesses are intensely competitive. We compete based on a number of factors, including name recognition, service, the quality of
investment advice, investment performance, product features, price, perceived financial strength and claims-paying and credit ratings. Our
competitors include insurers, broker-dealers, financial advisors, asset managers and other financial institutions. A number of our business units
face competitors that have greater market share, offer a broader range of products or have higher financial strength or credit ratings than we do.

In recent years, there has been substantial consolidation and convergence among companies in the financial services industry resulting in
increased competition from large, well-capitalized financial services firms. Many of these firms also have been able to increase their distribution
systems through mergers or contractual arrangements. Furthermore, larger competitors may have lower operating costs and an ability to absorb
greater risk while maintaining their financial strength ratings, thereby allowing them to price their products more competitively. We expect
consolidation to continue and perhaps accelerate in the future, thereby increasing competitive pressure on us.
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Use of proceeds
We estimate that the net proceeds from the sale of 12,293,578 shares of our common stock in this offering, after deducting underwriting
discounts and commissions and estimated offering expenses payable by us, will be approximately $319 million (or approximately $367 million
if the underwriters exercise in full their option to purchase additional shares of our common stock).

We intend to use the net proceeds from this offering of our common stock, together with the net proceeds from the $250 million portion of our
planned note offering and available funds, to repurchase in full, once we have received approval of the U.S. Treasury to do so, the Series B
preferred stock held by the U.S. Treasury pursuant to our participation in the TARP CPP. Pending such use we will invest the proceeds in
short-term, investment grade investments. If the U.S. Treasury does not approve our request to repurchase the Series B preferred stock, we will
use the net proceeds of this offering for general corporate purposes. In addition, we expect to use the remaining net proceeds, if any, from our
planned note offering as part of a long-term financing solution supporting the universal life reserves of our insurance subsidiaries.
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Common stock price range and dividends
Our common stock trades on the New York and Chicago Stock Exchanges under the symbol �LNC.� As of June 3, 2010, there were 302,507,880
shares of our common stock issued and outstanding. As of June 3, 2010, there were approximately 11,024 shareholders of record of our common
stock. The dividend on our common stock is declared each quarter by our board of directors if we are eligible to pay dividends and our board of
directors determines that we will pay dividends. In determining dividends, our board takes into consideration items such as our financial
condition, including current and expected earnings, projected cash flows and anticipated financing needs. For additional information regarding
restrictions on our ability to pay dividends, see �Risk factors�Risk factors relating to our common stock�Holders of our common stock are subject
to restrictions on the payment of dividends� and ��Risk factors relating to our business�We will be required to pay interest on our capital securities
with proceeds from the issuance of qualifying securities if we fail to achieve capital adequacy or net income and stockholders� equity levels� in
this prospectus supplement, �Part II�Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations�Review of
Consolidated Financial Condition�Liquidity and Capital Resources� and ��Item 8. Financial Statements and Supplementary Data�Note 21� in our
Annual Report on Form 10-K for the year ended December 31, 2009, and �Part I�Item 2. Management�s Discussion and Analysis of Financial
Condition and Results of Operations�Review of Consolidated Financial Condition� in our Quarterly Report on Form 10-Q for the quarter ended
March 31, 2010, which are incorporated herein by reference.

As a result of our participation in the TARP CPP, prior to July 10, 2012 we are prohibited, without the consent of the U.S. Treasury, from
declaring or paying any dividend or making any distribution on our common stock, other than regular quarterly cash dividends not exceeding
$0.01 per share of common stock and dividends payable only in shares of our common stock, unless prior to July 10, 2012 all of the outstanding
Series B preferred stock has been repurchased in whole or the U.S. Treasury has transferred all of that preferred stock to third parties. In
addition, we are prohibited from paying dividends on our common stock without paying dividends on our outstanding preferred stock in full. We
intend to use the net proceeds from this offering, together with the net proceeds from the $250 million portion of our planned note offering and
available funds, to repurchase all outstanding shares of the Series B preferred stock, subject to the approval of the U.S. Treasury. See
�Summary�Repurchase of our Series B Fixed Rate Cumulative Perpetual Preferred Stock.�

The following table presents the high and low sales prices for our common stock on the New York Stock Exchange during the periods indicated
and the dividends declared per share during such periods:

Price range Cash dividend

per shareHigh Low

2010
Second Quarter (through June 14, 2010) $ 33.55 $ 23.86 $ 0.01
First Quarter 30.74 22.52 0.01
2009
Fourth Quarter $ 28.10 $ 21.99 $ 0.01
Third Quarter 27.82 14.34 0.01
Second Quarter 19.99 5.52 0.01
First Quarter 25.59 4.90 0.01
2008
Fourth Quarter $ 45.50 $ 4.76 $ 0.21
Third Quarter 59.99 39.83 0.415
Second Quarter 56.80 45.18 0.415
First Quarter 58.11 45.50 0.415

The last reported sale price of our common stock on June 14, 2010, as reported by the New York Stock Exchange, was $27.41 per share.
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Capitalization
The following table sets forth our consolidated capitalization as of March 31, 2010:

� on an actual basis;

� on an as adjusted basis to give effect to the receipt of estimated net proceeds of approximately $319 million from the sale of our common
stock in this offering (assuming no exercise of the underwriters� option to purchase additional shares); and

� on a further as adjusted basis to give effect to (i) the receipt of estimated net proceeds of approximately $319 million from the sale of our
common stock in this offering (assuming no exercise of the underwriters� option to purchase additional shares); (ii) our planned note offering,
assuming we issue notes in an aggregate principal amount of $250 million in the planned note offering; and (iii) the use of the net proceeds
from these offerings.

The completion of this offering is not conditioned on the completion of the planned note offering, and the completion of the planned note
offering is not conditioned on the completion of this offering. Furthermore, there can be no assurance that the U.S. Treasury will approve our
repurchase of the Series B preferred stock.

The following data is qualified in its entirety by, and should be read in conjunction with, our unaudited consolidated financial statements and
notes thereto incorporated in this prospectus supplement and the accompanying base prospectus by reference.

As of March 31, 2010

Actual
As adjusted for
this offering(1)

As further
adjusted for the

planned note
offering and the

use of net
proceeds(2)

(In millions)

Short-term debt
Commercial paper $ 100 $ 100 $ 100
Other short-term debt 1 1 1

Total short-term debt $ 101 $ 101 $ 101

Long-term debt, excluding current portion(3)
Senior notes:
Senior notes to be offered $ � $ � $ 250
6.2% notes, due 2011 250 250 250
5.65% notes, due 2012 300 300 300
LIBOR + 175 bps loan, due 2013 200 200 200
4.75% notes, due 2014 199 199 199
4.75% notes, due 2014 293 293 293
LIBOR + 3 bps notes, due 2017 250 250 250
7% notes, due 2018 200 200 200
8.75% notes, due 2019 496 496 496
6.25% notes, due 2020 300 300 300
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6.15% notes, due 2036 497 497 497
6.3% notes, due 2037 435 435 435

Total senior notes $ 3,420 $ 3,420 $ 3,670
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As of March 31, 2010

Actual
As adjusted for
this offering(1)

As further
adjusted for the

planned note
offering and the

use of net
proceeds(2)

(In millions)

Junior subordinated debentures issued to affiliated trusts:
Lincoln Capital VI�6.75% Series F, due 2052 $ 155 $ 155 $ 155

Total junior subordinated debentures issued to affiliated trusts $ 155 $ 155 $ 155

Capital securities:
6.75%, due 2066 $ 275 $ 275 $ 275
7%, due 2066 721 721 721
6.05%, due 2067 489 489 489

Total capital securities $ 1,485 $ 1,485 $ 1,485

Total long-term debt $ 5,060 $ 5,060 $ 5,310

Total debt $ 5,161 $ 5,161 $ 5,411

Stockholders� equity
Series A preferred stock $ � $ � $ �
Series B preferred stock 812 812 �
Common stock 7,845 8,164 8,164
Retained earnings 3,409 3,409 3,271
Accumulated other comprehensive income 302 302 302

Total stockholders� equity $ 12,368 $ 12,687 $ 11,737

Total capitalization $ 17,529 $ 17,848 $ 17,148

(1) Includes adjustments related to the issuance of 12,293,578 shares of common stock offered hereby for total consideration of $335 million, less estimated
transaction costs of approximately $16 million (including underwriting discounts and commissions of $14,235,963.32 and approximately $1.8 million of
expected offering expenses), for estimated net proceeds of approximately $319 million (assuming no exercise of the underwriters� option to purchase
additional shares). Does not reflect increases or decreases in our commercial paper balance after March 31, 2010.

(2) Includes adjustments related to (i) the issuance of 12,293,578 shares of common stock offered hereby for total consideration of $335 million, less estimated
transaction costs of approximately $16 million (including underwriting discounts and commissions of $14,235,963.32 and approximately $1.8 million of
expected offering expenses), for estimated net proceeds of approximately $319 million (assuming no exercise of the underwriters� option to purchase
additional shares), (ii) our planned note offering, assuming we issue notes in an aggregate principal amount of $250 million (depending on market and other
conditions, subject to increase up to $750 million), (iii) the repurchase of all outstanding shares of the Series B preferred stock, subject to the approval of the
U.S. Treasury, and (iv) a charge to income available to common shareholders resulting from the repurchase of the Series B preferred stock of $138 million as
of March 31, 2010, representing the accretion of the discount on the Series B preferred stock at liquidation (such amount would be approximately $131
million as of June 30, 2010 on a pro forma basis). Does not reflect increases or decreases in our commercial paper balance after March 31, 2010.

(3) Amounts include unamortized premiums and discounts and the fair value of any associated fair value hedges on our long-term debt.

Edgar Filing: LINCOLN NATIONAL CORP - Form 424B4

Table of Contents 48



S-38

Edgar Filing: LINCOLN NATIONAL CORP - Form 424B4

Table of Contents 49



Table of Contents

Selected consolidated historical financial data of LNC
The following selected financial data should be read together with our consolidated financial statements and accompanying notes and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� in our Annual Report on Form 10-K for the year ended
December 31, 2009 and our Quarterly Report on Form 10-Q for the quarter ended March 31, 2010, which are incorporated herein by reference.
Our historical results are not necessarily indicative of our future results. The selected financial data set forth below are derived from our
consolidated financial statements for the quarters ended March 31, 2010 and 2009 and years ended December 31, 2009, 2008, 2007, 2006 and
2005. Some previously reported amounts have been reclassified to conform to the presentation as of and for the year ended December 31, 2009.

Three
months ended

March 31, Year ended December 31,
(In millions, except per share data) 2010 2009 2009 2008 2007 2006 2005

(unaudited) (audited)
Statement of operations data:
Total revenues $ 2,527 $ 2,132 $ 8,499 $ 9,244 $ 9,614 $ 8,002 $ 4,649
Income (loss) from continuing operations 255 (587) (415) (10) 1,199 1,199 761
Net income (loss) 283 (579) (485) 57 1,215 1,316 831

Per Common Share Data(1)(2):
Income (loss) from continuing operations�basic $ 0.79 $ (2.30) $ (1.60) $ (0.04) $ 4.44 $ 4.75 $ 4.40
Income (loss) from continuing operations�diluted 0.76 (2.30) (1.60) (0.04) 4.37 4.68 4.32
Net income (loss)�basic 0.88 (2.27) (1.85) 0.22 4.50 5.21 4.80
Net income (loss)�diluted 0.85 (2.27) (1.85) 0.22 4.43 5.13 4.72
Common stock dividends 0.01 0.01 0.040 1.455 1.600 1.535 1.475

As of
March 31,

2010

As of December 31,

2009 2008 2007 2006 2005

(unaudited) (audited)
Balance sheet data:
Assets $ 181,621 $ 177,433 $ 163,136 $ 191,435 $ 178,495 $ 124,860
Long-term debt 5,060 5,050 4,731 4,618 3,458 1,333
Stockholders� equity 12,368 11,700 7,977 11,718 12,201 6,384
Per Common Share Data(1):
Stockholders� equity including accumulated other
comprehensive income(3) $ 38.19 $ 36.02 $ 31.15 $ 44.32 $ 44.21 $ 36.69
Stockholders� equity excluding accumulated other
comprehensive income(3) 37.19 36.89 42.09 43.46 41.99 33.66
Market value of common stock 30.70 24.88 18.84 58.22 66.40 53.03
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(1) Per share amounts were affected by the issuance of 112.3 million shares of common stock for the acquisition of Jefferson-Pilot Corporation in 2006 and the
retirement of less than 1 million, 9.3 million, 15.4 million, 16.9 million and 2.3 million shares of common stock during the years ended December 31, 2009,
2008, 2007, 2006 and 2005, respectively.

(2) For discussion of the reduction of net income (loss) available to common shareholders, see �Part II�Item 8. Financial Statements and Supplementary Data�Note
15� in LNC�s Annual Report on Form 10-K for the year ended December 31, 2009.

(3) Per share amounts are calculated under the assumption that our Series A preferred stock has been converted to common stock, but exclude Series B preferred
stock balances as it is non-convertible.
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Description of securities
General

Please read the information discussed under the heading �Description of Securities We May Sell�Common Stock and Preferred Stock� in the
accompanying base prospectus.

Our restated articles of incorporation currently authorize the issuance of 800,000,000 shares of common stock and 10,000,000 shares of
preferred stock. We may issue our preferred stock from time to time in one or more series by resolution of our board of directors. We have
outstanding two series of preferred stock, consisting of LNC�s $3.00 Cumulative Convertible preferred stock, Series A (without par value), which
we refer to as �Series A preferred stock,� and our Series B preferred stock. As of June 3, 2010, we had issued and outstanding 302,507,880 shares
of common stock, 11,365 shares of Series A preferred stock and 950,000 shares of Series B preferred stock.

TARP CPP-Related preferred stock and warrant

On July 10, 2009, we entered into the CPP Purchase Agreement with the U.S. Treasury. For an aggregate purchase price of $950 million in cash,
we issued to the U.S. Treasury 950,000 shares of Series B preferred stock and a warrant, or the �CPP Warrant,� to purchase, within the ten-year
term of the CPP Warrant, up to 13,049,451 shares of our common stock at an initial per share exercise price of $10.92.

The Series B preferred stock ranks senior to our common stock and pari passu with our outstanding Series A preferred stock and will rank pari
passu with any other future preferred stock (excepting any future preferred stock that by its terms ranks junior to any other preferred stock).

The Series B preferred stock is non-voting, other than (a) class voting rights on any amendment to the rights of the Series B preferred stock, any
merger, exchange or similar transaction that could adversely affect the rights of the Series B preferred stock or any authorization or issuance of
shares senior to the Series B preferred stock and (b) the right, together with the holders of any other affected classes of future parity stock, voting
as a single class, to elect two additional directors to our board of directors, if we fail to pay six quarterly dividends, whether or not for
consecutive dividend periods. The Series B preferred stock provides for cumulative dividends at a rate of 5% per annum until the fifth
anniversary of the investment and thereafter at a rate of 9% per annum. We are prohibited from paying dividends on our common stock, or
repurchasing or redeeming our common stock, without paying dividends on the Series B preferred stock in full. In addition, prior to July 10,
2012, unless we have redeemed the Series B preferred stock or the U.S. Treasury has transferred the Series B preferred stock to a third party, the
consent of the U.S. Treasury will be required for us to (a) declare or pay any dividend or make any distribution on our common stock (other than
regular quarterly cash dividends of not more than $0.01 per share of common stock) or (b) redeem, purchase or acquire any shares of our
common stock or other capital stock or equity securities (subject to limited exceptions). The Series B preferred stock may be repurchased at a
price equal to its issue price plus accrued and unpaid dividends subject to the approval of the U.S. Treasury. The redemption, purchase or other
acquisition of our or our affiliates� trust preferred securities is also subject to restrictions set forth in the CPP Purchase Agreement.

We intend to use the net proceeds from this offering of our common stock, together with the net proceeds from the $250 million portion of our
planned note offering and available funds, to
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repurchase in full, once we have received approval of the U.S. Treasury to do so, the Series B preferred stock held by the U.S. Treasury pursuant
to our participation in the TARP CPP. See �Summary�Repurchase of our Series B Fixed Rate Cumulative Perpetual Preferred Stock.�

The CPP Warrant has a term of ten years and was immediately exercisable upon issuance, in whole or in part. We have granted the U.S.
Treasury registration rights for the Series B preferred stock, the CPP Warrant and our common stock underlying the CPP Warrant, and the U.S.
Treasury has agreed not to exercise any voting power with respect to any shares of common stock issued to it upon exercise of the warrant.

Participation in the TARP CPP also subjects us to the U.S. Treasury�s standards for executive compensation and corporate governance for the
period during which the U.S. Treasury holds the Series B preferred stock. For example, the American Recovery and Reinvestment Act of 2009
contains significant limitations on the amount and form of bonus, retention and other incentive compensation that participants in the TARP CPP
may pay to certain executive officers and senior management. We believe that these restrictions will not apply to compensation we may pay to
executive officers and senior management effective from and after the repurchase of the Series B preferred stock. See �Risk factors�Risk factors
relating to our business�Although we intend to repurchase our Series B preferred stock issued to the U.S. Treasury under the TARP CPP
following this offering and the planned note offering, we may not be able to do so if this offering and the planned note offering are not
completed or if the U.S. Treasury does not approve the repurchase of the Series B preferred stock. Even if we complete that repurchase, we will
remain subject to certain restrictions, oversight and costs that could materially affect our business, results of operations and prospects� and
��Competition for our employees is intense, and we may not be able to attract and retain the highly skilled people we need to support our business.�
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Certain U.S. federal income tax consequences
General

The following is a general summary of certain U.S. federal income tax consequences of the ownership and disposition of our common stock
applicable to U.S. and non-U.S. beneficial owners who acquire such shares pursuant to this offering.

This summary is based on the Internal Revenue Code of 1986, as amended, which we refer to as the �Code,� U.S. Treasury regulations
promulgated thereunder, judicial opinions, published positions of the Internal Revenue Service, or �IRS,� and other applicable authorities, all of
which are subject to change (possibly with retroactive effect).

This summary is for general information only and does not address all aspects of U.S. federal income taxation that may be relevant to a
particular investor in light of that investor�s individual circumstances, nor does it address the effects of any state, local or non-U.S. tax laws or
any U.S. federal estate, gift, generation-skipping transfer or alternative minimum tax considerations. This discussion deals only with shares of
our common stock held as �capital assets,� within the meaning of Section 1221 of the Code, and does not purport to be applicable to special
categories of investors, such as banks, financial institutions, insurance companies, tax-exempt entities, dealers in securities or currencies, traders
in securities that elect the mark to market method of accounting for their securities holdings, persons subject to the alternative minimum tax,
entities classified as partnerships, controlled foreign corporations or passive foreign investment companies for U.S. federal income tax purposes,
pass-through entities, certain former citizens or long-term residents of the United States subject to tax as expatriates, persons holding our
common stock through a �hybrid entity,� or persons holding our common stock as a hedge against currency risks, as a position in a �straddle� or as
part of a �wash sale,� �hedging,� �conversion,� �constructive sale,� or �integrated� transaction for tax purposes.

If a partnership or an entity treated as a partnership for U.S. federal income tax purposes holds our common stock, the tax treatment of a partner
in the partnership or an equity interest owner of such other entity will generally depend upon the status of the person and the activities of the
partnership or other entity treated as a partnership. Thus, persons who are partners in a partnership or equity interest owners of another entity
treated as a partnership holding our common stock should consult their own tax advisors. We have not sought any ruling from the IRS with
respect to the statements made and the conclusions reached in this discussion and there can be no assurance that the IRS will agree with such
statements and conclusions.

THIS SUMMARY OF U.S. FEDERAL INCOME TAX ISSUES IS FOR GENERAL INFORMATION ONLY AND IS NOT
INTENDED TO CONSTITUTE A COMPLETE DESCRIPTION OF ALL TAX CONSEQUENCES FOR U.S. AND NON-U.S.
HOLDERS RELATING TO THE OWNERSHIP AND DISPOSITION OF OUR COMMON STOCK. PROSPECTIVE HOLDERS OF
OUR COMMON STOCK SHOULD CONSULT WITH THEIR TAX ADVISORS REGARDING THE TAX CONSEQUENCES TO
THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF OUR COMMON STOCK, INCLUDING THE APPLICATION
AND EFFECT OF ANY STATE, LOCAL, FOREIGN INCOME, ESTATE AND OTHER TAX LAWS.

U.S. holder of common stock

As used in this discussion, the term �U.S. holder� means a holder that is a beneficial owner of our common stock that is, for U.S. federal income
tax purposes:

� an individual who is a citizen or resident of the United States;
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� a corporation (or any other entity treated as a corporation for U.S. federal income tax purposes) created or organized in or under the
laws of the United States, any state thereof or the District of Columbia (and certain non-U.S. entities taxed as U.S. corporations under
specialized sections of the Code);

� an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust, if it (1) is subject to the primary supervision of a court within the United States and one or more U.S. persons have authority to
control all substantial decisions of the trust or (2) has a valid election in effect under applicable U.S. Treasury regulations to be treated
as a U.S. person.

Dividends

Except for certain stock dividends which may be received in non-taxable distributions, a distribution which we make to a U.S. holder with
respect to its shares of our common stock will constitute a dividend for U.S. federal income tax purposes to the extent of our current or
accumulated earnings and profits as determined for U.S. federal income tax purposes. Any distribution not constituting a dividend will be treated
first as reducing the adjusted basis in the U.S. holder�s shares of our common stock and, to the extent it exceeds the adjusted basis in the U.S.
holder�s shares of our common stock, as capital gain from the sale or exchange of such stock.

For taxable years beginning before January 1, 2011, dividends paid to an individual or other noncorporate holder will be taxed at special reduced
rates, the maximum U.S. federal tax rate being 15%, provided that the holder satisfies certain holding period requirements. Thereafter, under
current law, the maximum rate applicable to such noncorporate holders on dividends will be 39.6%. In addition, for tax years beginning after
December 31, 2012, a 3.8% Medicare tax will be imposed on dividends received by certain noncorporate taxpayers whose income exceeds
certain thresholds.

Corporate holders will generally be entitled to a deduction equal to 70% of distributions which are treated as dividends on the common stock.
However, these holders will not be entitled to this deduction with respect to amounts treated as a return of capital or capital gain. In addition, the
benefit of this deduction may be reduced by the corporate alternative minimum tax. This dividends received deduction is subject to various
limitations, which, among other things, require a certain holding period and restrict the availability of the deduction if the stock is �debt-financed.�
Corporate holders should consult their tax advisors as to their eligibility for this deduction.

Sale, redemption or other taxable disposition of common stock

Except in certain circumstances described below, upon a sale or other taxable disposition of the common stock, a U.S. holder generally will
recognize capital gain or loss for U.S. federal income tax purposes. The amount of this gain or loss will be measured by the difference between:

� the sum of the amount of cash and the fair market value of any property received upon the sale or other taxable disposition of the common
stock, and

� the holder�s adjusted tax basis in the common stock being sold or disposed of.
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This gain or loss will be long-term capital gain or loss if the holding period for such common stock is more than one year. Noncorporate U.S.
holders generally should qualify for a maximum tax rate of 15% with respect to long-term capital gain (subject to higher rates which are
scheduled to take effect under current law for taxable years beginning on or after January 1, 2011), and corporate holders will generally be
subject to tax at a maximum rate of 35%. For taxable years beginning on January 1, 2011, or later, under current law, the maximum rate
applicable to noncorporate U.S. holders on long-term capital gains will be 20%. In addition, for taxable years beginning after December 31,
2012, a 3.8% Medicare tax will be imposed on capital gains (other than gains on property held in a trade or business) realized by certain
noncorporate taxpayers whose income exceeds certain thresholds. Capital losses are used to offset capital gains. However, for noncorporate
taxpayers, excess capital losses for the loss year are allowed as a deduction against ordinary income, up to the lesser of $3,000 or the amount of
the excess. Unused capital losses may be carried forward indefinitely by a noncorporate taxpayer. A holder�s tax basis in the common stock will
generally be the price which the holder paid for the stock, subject to applicable adjustments (if any), such as reduction for a return of capital
distribution on the common stock.

Redemption of common stock may be treated either as a distribution or as a sale. A redemption of common stock will be treated as a sale if all of
the holder�s interest in the corporation is redeemed or certain other tests are met which generally involve a sufficient reduction in the holder�s
interest (including its deemed ownership under certain constructive ownership rules) in the corporate issuer of the stock. If the transaction is
treated as a sale, then the tax treatment of the holder will follow that which is described above with respect to the sale of stock. Alternatively, the
entire amount of the cash or property received on a redemption may be treated as a distribution. This treatment will be applied without an offset
of the holder�s tax basis in the redeemed shares. Rather, all of the redemption proceeds will be treated in the same manner as distributions
described above. The holder�s basis in the redeemed common stock, to the extent not reduced through a return of capital distribution, will be
transferred to the holder�s remaining shares of our common stock.

Information reporting and backup withholding

Information reporting requirements generally apply to certain U.S. holders with respect to dividends paid on, or, under certain circumstances, the
proceeds of a sale, exchange or other disposition of, common stock. Under the Code and applicable U.S. Treasury regulations, a U.S. holder of
common stock may be subject to backup withholding (currently at a rate of 28%) with respect to dividends paid on common stock, or the
proceeds of a sale, exchange or disposition of common stock, unless such holder (a) comes within certain exempt categories and, when required,
demonstrates this fact in the manner required, or (b) within a reasonable period of time, provides a correct taxpayer identification number,
certifies that it is not subject to backup withholding and otherwise complies with applicable requirements of the backup withholding rules. The
amount of any backup withholding from a payment to a U.S. holder will be allowed as a credit against the U.S. holder�s U S. federal income tax
liability (and may entitle the U.S. holder to a refund) provided that the required information is timely furnished to the IRS.

Non-U.S. holder of common stock

As used in this discussion, the term �non-U.S. holder� means a beneficial owner of our common stock that is not, for U.S. federal income tax
purposes, a U.S. holder as defined above.
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Dividends

In general, any distributions which we make to a non-U.S. holder with respect to its shares of our common stock that constitutes a dividend for
U.S. federal income tax purposes will be subject to U.S. withholding tax at a rate of 30% of the gross amount, unless the non-U.S. holder is
eligible for a reduced rate of withholding tax under an applicable tax treaty and the non-U.S. holder provides proper certification of its eligibility
for such reduced rate.

A distribution will constitute a dividend for U.S. federal income tax purposes to the extent of our current or accumulated earnings and profits as
determined for U.S. federal income tax purposes. Any distribution not constituting a dividend will be treated first as reducing the adjusted basis
in the non-U.S. holder�s shares of our common stock and, to the extent it exceeds the adjusted basis in the non-U.S. holder�s shares of our
common stock, as gain from the sale or exchange of such stock.

Dividends we pay to a non-U.S. holder that are effectively connected with its conduct of a trade or business within the United States (and, if a
tax treaty applies, are attributable to a U.S. permanent establishment) will not be subject to U.S. withholding tax, as described above, if the
non-U.S. holder complies with applicable certification and disclosure requirements. Instead, such dividends generally will be subject to U.S.
federal income tax on a net income basis, in the same manner as if the non-U.S. holder were a resident of the United States. Dividends received
by a foreign corporation that are effectively connected with its conduct of trade or business within the United States may be subject to an
additional branch profits tax at a rate of 30% (or such lower rate as may be specified by an applicable tax treaty).

Gain on sale or other disposition of common stock

In general, a non-U.S. holder will not be subject to U.S. federal income tax on any gain realized upon the sale or other disposition of the
non-U.S. holder�s shares of our common stock unless:

� the gain is effectively connected with a trade or business carried on by the non-U.S. holder within the United States (and, if required by
an applicable tax treaty, is attributable to a U.S. permanent establishment of such non-U.S. holder);

� the non-U.S. holder is an individual and is present in the United States for 183 days or more in the taxable year of distribution and
certain other conditions are met; or

� we are or have been a U.S. real property holding corporation, which we refer to as a �USRPHC,� for U.S. federal income tax purposes at
any time within the shorter of the five-year period preceding such disposition and such non-U.S. holder�s holding period of our common
stock and the non-U.S. holder has held (directly or by attribution) more than 5% of our common stock during that time period.

Gain that is effectively connected with the conduct of a trade or business in the United States (or so treated) generally will be subject to U.S.
federal income tax, net of certain deductions, at regular U.S. federal income tax rates. If the non-U.S. holder is a foreign corporation, the branch
profits tax described above also may apply to such effectively connected gain. An individual non-U.S. holder who is subject to U.S. federal
income tax because the non-U.S. holder was present in the United States for 183 days or more during the year of sale or other disposition of our
common stock (and certain other conditions are met) will be subject to a flat 30% tax on the gain derived from such sale or other disposition,
which may be offset by U.S. source capital losses. We are currently not a USRPHC and do not expect to become a USRPHC.
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Withholdable payments to foreign financial entities and other foreign entities

Recently enacted legislation that becomes effective for payments made after December 31, 2012 (subject to certain exceptions) generally
imposes a 30% withholding tax on payments of certain types of income to foreign financial institutions that fail to enter into an agreement with
the U.S. Treasury to report certain required information with respect to accounts held by U.S. persons (or held by foreign entities that have U.S.
persons as substantial owners). The types of income subject to the tax include U.S. source interest and dividends and the gross proceeds from the
sale or other disposition of any property that could produce U.S. source interest or dividends. The information required to be reported includes
(i) the identity and taxpayer identification number of each account holder that is a U.S. person and (ii) the transaction activity within the holder�s
account. In addition, subject to certain exceptions, this legislation also imposes a 30% withholding tax on payments to foreign entities that are
not financial institutions unless the foreign entity certifies that it does not have a direct or indirect 10% or greater U.S. owner or provides the
withholding agent with identifying information with respect to each 10% or greater U.S. owner. When these provisions become effective,
depending on the status of a non-U.S. holder and the status of the intermediaries through which they hold our common stock, non-U.S. holders
could be subject to this 30% withholding tax with respect to distributions on our common stock and proceeds from the sale of our common
stock. Under certain circumstances, a non-U.S. holder might be eligible for refunds or credits of such taxes.

Backup withholding and information reporting

We must report annually to the IRS and to each non-U.S. holder the amount of dividends paid to, and the tax withheld with respect to, each
non-U.S. holder. These reporting requirements apply regardless of whether withholding was reduced or eliminated by an applicable tax treaty.
Copies of this information reporting may also be made available under the provisions of a specific tax treaty or agreement with the tax
authorities in the country in which the non-U.S. holder resides or is established.

A non-U.S. holder will generally be subject to backup withholding for dividends on our common stock paid to such holder unless such holder
certifies under penalties of perjury that, among other things, it is a non-U.S. holder (and the payor does not have actual knowledge or reason to
know that such holder is a U.S. person as defined under the Code).

Information reporting and backup withholding generally are not required with respect to the amount of any proceeds from the sale or other
disposition of our common stock by a non-U.S. holder outside the United States through a foreign office of a foreign broker that does not have
certain specified connections to the United States unless the proceeds are transferred to an account maintained by the holder in the United States,
the payment of proceeds or the confirmation of the sale is mailed to the holder at a United States address or the sale has some other specified
connection to the United States. However, if a non-U.S. holder sells or otherwise disposes of its shares of our common stock through a U.S.
broker or the U.S. offices of a foreign broker, the broker will generally be required to report the amount of proceeds paid to the non-U.S. holder
to the IRS and also to backup withhold on that amount unless such non-U.S. holder provides appropriate certification to the broker of its status
as a non-U.S. person or otherwise establishes an exemption (and the payor does not have actual knowledge or reason to know that such holder is
a U.S. person as defined under the Code). Information reporting will also apply if a non-U.S. holder sells its shares of our common stock through
a foreign broker which derives more than a specified percentage of its income from U.S. sources or having certain
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other connections to the United States, unless such broker has documentary evidence in its records that such non-U.S. holder is a non-U.S.
person and certain other conditions are met, or such non-U.S. holder otherwise establishes an exemption (and the payor does not have actual
knowledge or reason to know that such holder is a U.S. person as defined under the Code).

Backup withholding is not an additional income tax. Any amounts withheld under the backup withholding rules from a payment to a non-U.S.
holder generally can be credited against the non-U.S. holder�s U.S. federal income tax liability, if any, or refunded, provided that the required
information is furnished to the IRS in a timely manner. Non-U.S. holders should consult their tax advisors regarding the application of the
information reporting and backup withholding rules to them.

THE FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTS OF U.S. FEDERAL INCOME TAXATION THAT MAY BE
RELEVANT TO INVESTORS IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES AND INCOME TAX SITUATION.
INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE SPECIFIC TAX CONSEQUENCES THAT WOULD
RESULT FROM THEIR PURCHASE, OWNERSHIP AND DISPOSITION OF ANY COMMON STOCK, INCLUDING THE
APPLICATION AND EFFECT OF STATE, LOCAL, AND OTHER TAX LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN
FEDERAL OR OTHER TAX LAWS.
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Certain ERISA considerations
Each person considering the use of plan assets of a pension, profit-sharing or other employee benefit plan, individual retirement account, Keogh
plan or other retirement plan, account or arrangement, or a �plan ,� to acquire or hold the common stock should consider whether an investment in
the common stock would be consistent with the documents and instruments governing the plan, and whether the investment would involve a
prohibited transaction under Section 406 of the Employee Retirement Income Security Act of 1974, as amended, or �ERISA,� or Section 4975 of
the Code.

Section 406 of ERISA and Section 4975 of the Code prohibit plans subject to Title I of ERISA and/or Section 4975 of the Code, including
entities such as collective investment funds, partnerships and separate accounts or insurance company pooled separate accounts or insurance
company general accounts whose underlying assets include the assets of such plans, or collectively, �Plans,� from engaging in certain transactions
involving �plan assets� with persons who are �parties in interest� under ERISA or �disqualified persons� under the Code with respect to the Plan. A
violation of these prohibited transaction rules may result in civil penalties or other liabilities under ERISA and/or an excise tax under
Section 4975 of the Code for those persons, unless exemptive relief is available under an applicable statutory, regulatory or administrative
exemption. Certain plans including those that are governmental plans (as defined in Section 3(32) of ERISA), certain church plans (as defined in
Section 3(33) of ERISA) and foreign plans (as described in Section 4(b)(4) of ERISA) are not subject to the requirements of ERISA or
Section 4975 of the Code, but may be subject to similar provisions under applicable federal, state, local, foreign or other regulations, rules or
laws, or �Similar Laws.�

The acquisition or holding of the common stock by a Plan with respect to which we or certain of our affiliates are or become a party in interest
may constitute or result in prohibited transactions under ERISA or Section 4975 of the Code, unless the common stock is acquired or held
pursuant to and in accordance with an applicable exemption.

Accordingly, the common stock may not be purchased or held by any Plan or any person investing �plan assets� of any Plan, unless (i) such
purchase or holding is eligible for the exemptive relief available under (A) a Prohibited Transaction Class Exemption, or �PTCE,� such as PTCE
96-23, PTCE 95-60, PTCE 91-38, PTCE 90-1 or PTCE 84-14, issued by the U.S. Department of Labor or (B) a statutory exemption under
Section 408(b) of ERISA and/or Section 4975(d) of the Code, such as the exemption under Section 408(b)(17) of ERISA and
Section 4975(d)(20) of the Code, or the �Service Provider Exemption,� for certain transactions with non-fiduciary service providers for
transactions that are for adequate consideration, or (ii) there is some other basis on which the purchase and holding of the common stock is not
prohibited.

Each purchaser or holder of the common stock or any interest therein, and each person making the decision to purchase or hold the common
stock on behalf of any such purchaser or holder will be deemed to have represented and warranted in both its individual capacity and its
representative capacity (if any), that on each day from the date on which the purchaser or holder acquires its interest in the common stock to the
date on which the purchaser disposes of its interest in the common stock, that such purchaser and holder, by its purchase or holding of the
common stock or any interest therein that (i) its purchase and holding of the common stock is not made on behalf of or with �plan assets� of any
Plan, or (ii) if its purchase and holding of the common stock is made on behalf of or with �plan assets� of a Plan, then (A) its purchase and holding
of the common stock will not result in a non-exempt prohibited transaction under
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Section 406 of ERISA or Section 4975 of the Code and (B) neither LNC nor any of our affiliates is acting as a fiduciary (within the meaning of
Section 3(21) of ERISA) in connection with the purchase or holding of the common stock and has not provided any advice that has formed or
may form a basis for any investment decision concerning the purchase or holding of the common stock. Each purchaser and holder of the
common stock or any interest therein on behalf of any governmental plan, church plan or foreign plan will be deemed to have represented and
warranted by its purchase or holding of the common stock or any interest therein that such purchase and holding does not violate any applicable
Similar Laws or rules.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt prohibited transactions, it is
important that fiduciaries or other persons considering purchasing the common stock on behalf of or with �plan assets� of any plan or plan asset
entity consult with their counsel regarding the availability of exemptive relief under any of the PTCEs listed above or any other applicable
exemption, or the potential consequences of any purchase or holding under Similar Laws, as applicable.
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Underwriting
Under the terms and subject to the conditions contained in an underwriting agreement dated June 14, 2010, the underwriters named below, for
whom J.P. Morgan Securities Inc. is acting as representative, have severally agreed to purchase, and we have agreed to sell to them, severally,
the number of shares of common stock set forth opposite their names below:

Name Number of shares

J.P. Morgan Securities Inc. 3,688,074
Credit Suisse Securities (USA) LLC 2,458,716
Morgan Stanley & Co. Incorporated 2,458,716
Wells Fargo Securities, LLC 2,458,716
UBS Securities LLC 614,679
Deutsche Bank Securities Inc. 368,807
BNY Mellon Capital Markets, LLC 122,935
Sandler O�Neill & Partners, L.P. 122,935

Total 12,293,578

Under the terms and conditions of the underwriting agreement, if the underwriters purchase any shares, then the underwriters are committed to
purchase all of the shares offered by us. The underwriting agreement also provides that if an underwriter defaults, the purchase commitments of
the non-defaulting underwriters may be increased or the offering may be terminated.

Shares of common stock sold by the underwriters to the public will initially be offered at the initial public offering price set forth on the cover of
this prospectus supplement and to certain dealers at that price less a concession not in excess of $0.694 per share. Any such securities dealers
may resell any shares to certain other brokers or dealers at a discount from the initial public offering price of up to $0.100 per share. If all the
shares are not sold at the initial offering price, the representative may change the offering price and the other selling terms. The offering of the
shares by the underwriters is subject to receipt and acceptance and subject to the underwriters� right to reject any order in whole or in part.

The underwriters have an option to purchase up to 1,844,037 additional shares of common stock from us to cover sales of shares by the
underwriters which exceed the number of shares specified in the table above. The underwriters have 30 days from the date of this prospectus
supplement to exercise this option to purchase additional shares. If any shares are purchased with this option to purchase additional shares, the
underwriters will purchase shares in approximately the same proportion as shown in the table above. If any additional shares of common stock
are purchased, the underwriters will offer the additional shares on the same terms as those on which the shares are being offered.

The underwriting fee is equal to the public offering price per share of common stock less the amount paid by the underwriters to us per share of
common stock. The underwriting fee is $1.158 per share. The following table shows the per share and total underwriting discounts and
commissions to be paid to the underwriters assuming both no exercise and full exercise of the underwriters� option to purchase additional shares.

Underwriting discounts and commissions

Without option to
purchase additional shares

With option to
purchase additional shares

Per share $ 1.158 $ 1.158
Total $ 14,235,963.32 $ 16,371,358.17
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The aggregate proceeds to us are set forth on the cover page hereof before deducting our estimated expenses in offering the shares. We estimate
that the total expenses of this offering, including registration, filing and listing fees, printing fees, legal and accounting fees, but excluding
underwriting discounts and commissions, will be approximately $1.8 million.

A prospectus in electronic format may be made available on the web sites maintained by one or more underwriters, or selling group members, if
any, participating in the offering. The underwriters may agree to allocate a number of shares of common stock to underwriters and selling group
members for their online brokerage account holders. Internet distributions will be allocated by the representative to underwriters and selling
group members that may make Internet distributions on the same basis as other allocations.

We have agreed that we will not (i) offer, pledge, announce the intention to sell, sell, file with the SEC a registration statement under the
Securities Act of 1933, as amended, or the �Securities Act,� relating to, contract to sell, sell any option or contract to purchase, purchase any
option or contract to sell, grant any option, right or warrant to purchase or otherwise transfer or dispose of, directly or indirectly, any shares of
our common stock, including, without limitation, shares subsequently acquired, or any securities convertible into or exercisable or exchangeable
for our common stock or (ii) enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of
ownership of common stock, whether any such transaction described in clause (i) or (ii) above is to be settled by delivery of common stock or
such other securities, in cash or otherwise, in each case without the prior written consent of J.P. Morgan Securities Inc. on behalf of the
underwriters, for a period of 90 days from the date of this prospectus supplement, other than the shares of common stock to be sold hereunder,
any grants of options, units or rights convertible into common stock, restricted stock and common stock equivalents or the issuance of shares of
common stock to our directors, employees, agents or consultants pursuant to any of our equity plans existing on the date of this prospectus
supplement, any shares of common stock issued upon the exercise of options granted under our equity plans, and any shares of common stock
issuable upon the exercise of the warrants we originally issued in connection with the TARP CPP.

Our directors and executive officers have entered into lock-up agreements with the underwriters prior to the commencement of this offering
pursuant to which each of these persons, with limited exceptions, for a period of 60 days after the date of this prospectus supplement, may not,
without the prior written consent of J.P. Morgan Securities Inc., (i) offer, pledge, announce the intention to sell, sell, contract to sell, sell any
option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, or otherwise transfer or
dispose of, directly or indirectly, any shares of common stock, or any securities convertible into or exercisable or exchangeable for common
stock, owned by such persons (including without limitation, common stock which may be deemed to be beneficially owned by parties to the
lock-up agreements in accordance with the rules and regulations of the SEC and common stock which may be issued upon exercise of a stock
option or warrant) or (ii) enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of
ownership of the common stock, whether any such transaction described in clause (i) or (ii) above is to be settled by delivery of common stock
or such other securities, in cash or otherwise or (iii) make any demand for or exercise any right with respect to the registration of any shares of
common stock or any security convertible into or exercisable or exchangeable for common stock, in each case other than (A) transfers of shares
of common stock (or stock options exercisable for shares of common stock) as a bona fide gift or gifts (including charitable donations or gifts) or
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for estate planning purposes, (B) distributions of shares of common stock to partners, members or stockholders of such persons, provided that
any such distribution shall not involve a disposition for value, (C) sales of shares of common stock on behalf of such individuals by their brokers
pursuant to a trading plan established prior to the date of the lock-up agreement, and (D) sales of shares of common stock by such individual to
us or delivery of shares of common stock by such individual to us.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act, or to contribute to
payments the underwriters may be required to make in respect thereof.

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the shares of common
stock offered by this prospectus supplement and the accompanying base prospectus in any jurisdiction where action for that purpose is required.
The shares of common stock offered by this prospectus supplement and the accompanying base prospectus may not be offered or sold, directly
or indirectly, nor may this prospectus supplement and the accompanying base prospectus or any other offering material or advertisements in
connection with the offer and sale of any such shares of common stock be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with the applicable rules and regulations of that jurisdiction. Persons into whose possession this
prospectus supplement and the accompanying base prospectus come are advised to inform themselves about and to observe any restrictions
relating to the offering and the distribution of this prospectus supplement and the accompanying base prospectus. This prospectus supplement
and the accompanying base prospectus do not constitute an offer to sell or a solicitation of an offer to buy any shares of common stock offered
by this prospectus supplement and the accompanying base prospectus in any jurisdiction in which such an offer or a solicitation is unlawful.

In connection with the offering, the underwriters may purchase and sell shares of common stock in the open market. These transactions may
include short sales, stabilizing transactions and purchases to cover positions created by short sales. Short sales involve the sale by the
underwriters of a greater number of shares than they are required to purchase in the offering. �Covered� short sales are sales made in an amount
not greater than the underwriters� option to purchase additional shares in the offering. The underwriters may close out any covered short position
by either exercising their option to purchase additional shares or purchasing shares in the open market. In determining the source of shares to
close out the covered short position, the underwriters will consider, among other things, the price of shares available for purchase in the open
market as compared to the price at which they may purchase shares through the option to purchase additional shares. �Naked� short sales are sales
in excess of the option to purchase additional shares. The underwriters must close out any naked short position by purchasing shares in the open
market. A naked short position is more likely to be created if the underwriters are concerned that there may be downward pressure on the price
of our common stock in the open market after pricing that could adversely affect investors who purchase in the offering. Stabilizing transactions
consist of certain bids or purchases made for the purpose of preventing or retarding a decline in the market price of the shares of common stock
while the offering is in progress.

The underwriters have advised us that they may impose a penalty bid. This means that if the representative of the underwriters purchases
common stock in the open market in stabilizing transactions or to cover short sales, the representative can require the underwriters that sold
those shares as part of this offering to repay the underwriting discount received by them.
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These activities, as well as other purchases by the underwriters for their own account, may stabilize, maintain or otherwise affect the market
price of the shares of common stock. As a result, the price of the shares of common stock may be higher than the price that otherwise might exist
in the open market. If these activities are commenced, they may be discontinued by the underwriters at any time. These transactions may be
effected on the New York Stock Exchange, in the over-the-counter market or otherwise.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of our common stock. In addition, neither we nor any of the underwriters make any representation that
the underwriters will engage in these transactions or that these transactions, once commenced, will not be discontinued without notice.

From time to time, in the ordinary course of their business, certain of the underwriters and their affiliates have provided, and may in the future
provide, various financial advisory, investment banking, commercial banking or investment management services to us and our affiliates, for
which they have received and may continue to receive customary fees and commissions, including, but not limited to, their services in
connection with our planned note offering. In particular, affiliates of Credit Suisse Securities (USA) LLC act as lenders in a $550 million letter
of credit facility and affiliates of J.P. Morgan Securities Inc., Credit Suisse Securities (USA) LLC, Morgan Stanley & Co. Incorporated, Wells
Fargo Securities, LLC, Deutsche Bank Securities Inc., UBS Securities LLC and BNY Mellon Capital Markets, LLC act as lenders under our $2
billion credit facility. In addition, the underwriters and their affiliates may, from time to time, engage in transactions with or perform services for
us in the ordinary course of business, including acting as distributors of various life, annuity, defined contribution and investment products of
our subsidiaries. From time to time, certain of the underwriters and their affiliates may effect transactions for their own account or the account of
customers, and hold on behalf of themselves or their customers, long or short positions in our debt or equity securities or loans, and may do so in
the future.

Each of the underwriters may arrange to sell common shares offered hereby in certain jurisdictions outside the United States, either directly or
through affiliates, where they are permitted to do so. In that regard, Wells Fargo Securities, LLC may arrange to sell shares in

certain jurisdictions through an affiliate, Wells Fargo Securities International Limited, or WFSIL. WFSIL is a wholly-owned indirect subsidiary
of Wells Fargo & Company and an affiliate of Wells Fargo Securities, LLC. WFSIL is a U.K. incorporated investment firm regulated by the
Financial Services Authority. Wells Fargo Securities is the trade name for certain corporate and investment banking services of Wells Fargo &
Company and its affiliates, including Wells Fargo Securities, LLC and WFSIL.

United Kingdom

This prospectus supplement and the accompanying base prospectus are only being distributed to and are only directed to (i) persons who are
outside the United Kingdom or (ii) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005, or the �Order,� or (iii) high net worth entities, and other persons to whom it may lawfully be communicated,
falling within Article 49(2)(a) to (d) of the Order, or �relevant persons.� The shares of common stock offered by this prospectus supplement are
only available to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire such shares of common stock will be
engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely on this prospectus supplement and the
accompanying base prospectus or any of their respective contents.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive, each, a �Relevant Member
State,� from and including the date on which the European Union Prospectus Directive, or the �EU Prospectus Directive,� is implemented in that
Relevant Member State, or the �Relevant Implementation Date,� an offer of shares of common stock described in this prospectus supplement may
not be made to the public in that Relevant Member State prior to the publication of a prospectus in relation to the shares of common stock which
has been approved by the competent authority in that Relevant Member State or, where appropriate, approved in another Relevant Member State
and notified to the competent authority in that Relevant Member State, all in accordance with the EU Prospectus Directive, except that it may,
with effect from and including the Relevant Implementation Date, make an offer of shares of common stock to the public in that Relevant
Member State at any time:

� to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate
purpose is solely to invest in securities;

� to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a total balance sheet of
more than �43,000,000 and (3) an annual net turnover of more than �50,000,000, as shown in its last annual or consolidated accounts;

� to fewer than 100 natural or legal persons (other than qualified investors as defined in the EU Prospectus Directive) subject to obtaining the
prior consent of the book-running managers for any such offer; or

� in any other circumstances which do not require the publication by the issuer of a prospectus pursuant to Article 3 of the Prospectus Directive.
For the purposes of this provision, the expression an �offer of shares of common stock to the public� in relation to any shares of common stock in
any Relevant Member State means the communication in any form and by any means of sufficient information on the terms of the offer and the
shares of common stock to be offered so as to enable an investor to decide to purchase or subscribe for the shares of common stock, as the same
may be varied in that Relevant Member State by any measure implementing the EU Prospectus Directive in that Relevant Member State, and the
expression EU Prospectus Directive means Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member
State.

Switzerland

This prospectus supplement and the accompanying base prospectus, as well as any other material relating to the shares of common stock which
are the subject of the offering contemplated by this prospectus supplement and the accompanying base prospectus, do not constitute an issue
prospectus pursuant to Article 652a of the Swiss Code of Obligations. The shares of common stock will not be listed on the SWX Swiss
Exchange and, therefore, the documents relating to the shares of common stock, including, but not limited to, this prospectus supplement and the
accompanying base prospectus, do not claim to comply with the disclosure standards of the listing rules of the SWX Swiss Exchange and
corresponding prospectus schemes annexed to the listing rules of the SWX Swiss Exchange. The shares of common stock are being offered in
Switzerland by way of a private placement, i.e., to a small number of selected investors only, without any public offer and only to investors who
do not purchase the shares of common stock
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with the intention to distribute them to the public. The investors will be individually approached by us from time to time. This prospectus
supplement and the accompanying base prospectus, as well as any other material relating to the shares of common stock, are personal and
confidential and do not constitute an offer to any other person. This prospectus supplement and the accompanying base prospectus may only be
used by those investors to whom they have been handed out in connection with the offering described herein and may neither directly nor
indirectly be distributed or made available to other persons without our express consent. They may not be used in connection with any other
offer and shall in particular not be copied and/or distributed to the public in (or from) Switzerland.

Dubai International Financial Centre

This prospectus supplement and the accompanying base prospectus relate to an exempt offer in accordance with the Offered Securities Rules of
the Dubai Financial Services Authority. This prospectus supplement and the accompanying base prospectus are intended for distribution only to
persons of a type specified in those rules. They must not be delivered to, or relied on by, any other person. The Dubai Financial Services
Authority has no responsibility for reviewing or verifying any documents in connection with exempt offers. The Dubai Financial Services
Authority has not approved this prospectus supplement or the accompanying base prospectus nor taken steps to verify the information set out in
them, and has no responsibility for them. The shares of common stock which are the subject of the offering contemplated by this prospectus
supplement and the accompanying base prospectus may be illiquid and/or subject to restrictions on their resale. Prospective purchasers of the
shares of common stock offered should conduct their own due diligence on the shares. If you do not understand the contents of this prospectus
supplement and the accompanying base prospectus, you should consult an authorized financial adviser.

Hong Kong

The shares of our common stock may not be offered or sold to persons in Hong Kong by means of any document other than to persons whose
ordinary business is to buy or sell shares or debentures, whether as principal or agent, or in circumstances which do not constitute an offer to the
public within the meaning of the Companies Ordinance (Cap. 32) of Hong Kong, and no advertisement, invitation or document relating to the
shares of our common stock may be issued, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be
accessed or read by, the public in Hong Kong except if permitted to do so under the securities laws of Hong Kong other than with respect to
shares of our common stock which are or are intended to be disposed of only to persons outside Hong Kong or only to �professional investors�
within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made thereunder.

Japan

The shares of our common stock have not been and will not be registered under the Securities and Exchange Law of Japan, or the �Securities and
Exchange Law,� and each underwriter has agreed that it will not offer or sell any shares of our common stock, directly or indirectly, in Japan or
to, or for the benefit of, any resident of Japan (which term as used herein means any person resident in Japan, including any corporation or other
entity organized under the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to a resident of Japan, except
pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the Securities and Exchange Law and any
other applicable laws, regulations and ministerial guidelines of Japan.
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Singapore

This prospectus supplement and the accompanying base prospectus have not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this prospectus supplement, the accompanying base prospectus, and any other document or material in connection with
the offer or sale, or invitation for subscription or purchase, of the shares of our common stock may not be circulated or distributed, nor may the
shares of our common stock be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of
Singapore, or the �SFA,� (ii) to a relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in
Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where the shares of our common stock are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is
not an accredited investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or more
individuals, each of whom is an accredited investor or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation or the
beneficiaries� rights and interest in that trust shall not be transferable for six months after that corporation or that trust has acquired the shares
under Section 275 except: (1) to an institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to
Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA; (2) where no consideration is given for the
transfer; or (3) by operation of law.

Validity of securities
The validity of the shares of common stock offered hereby will be passed upon for LNC by Stephen E. Rahn, Vice President, Associate General
Counsel of LNC. Certain other matters will be passed upon for LNC by Blank Rome LLP. The validity of the shares of common stock offered
hereby will be passed upon for the underwriters by Sullivan & Cromwell LLP. Blank Rome LLP and Sullivan & Cromwell LLP will rely upon
the opinion of Mr. Rahn as to matters of Indiana law. As of June 3, 2010, Mr. Rahn beneficially owned approximately 28,810 shares of our
common stock, including options exercisable within sixty days of June 3, 2010.

Experts
The consolidated financial statements of Lincoln National Corporation appearing in the Annual Report on Form 10-K for the year ended
December 31, 2009 (including schedules appearing therein) and the effectiveness of Lincoln National Corporation�s internal control over
financial reporting as of December 31, 2009 have been audited by Ernst & Young LLP, independent registered public accounting firm, as set
forth in their reports thereon included therein, and incorporated herein by reference. Such consolidated financial statements are incorporated
herein by reference in reliance upon such reports given on the authority of such firm as experts in accounting and auditing.
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PROSPECTUS

LINCOLN NATIONAL CORPORATION

Debt Securities

Common Stock

Preferred Stock

Warrants

Stock Purchase Contracts

Depository Shares

Stock Purchase Units

Lincoln National Capital VII

Lincoln National Capital VIII

Lincoln National Capital IX

Trust Preferred Securities

fully and unconditionally guaranteed, as described herein,

by Lincoln National Corporation

We will provide you with more specific terms of these securities in supplements to this prospectus. The securities we may offer may be
convertible into or exercisable or exchangeable for our other securities.

By this prospectus, we or selling securityholders may offer, from time to time, the securities described in this prospectus separately or together
in any combination. Lincoln National Capital VII, Lincoln National Capital VIII and Lincoln National Capital IX are Delaware statutory trusts
which may offer from time to time trust preferred securities representing preferred undivided beneficial interests in the assets of the applicable
trust.

We, the selling securityholders or the trusts may offer and sell these securities to or through one or more underwriters, dealers and agents, or
directly to purchasers, on a continuous or delayed basis, at prices and on other terms to be determined at the time of offering. We, the selling
securityholders or the trusts reserve the sole right to accept, and together with any agents, dealers and underwriters, reserve the right to reject, in
whole or in part, any proposed purchase of securities. If any agents, dealers or underwriters are involved in the sale of any securities, the
applicable prospectus supplement will set forth any applicable commissions or discounts. The net proceeds to us, the selling securityholders or
the trusts from the sale of securities also will be set forth in the applicable prospectus supplement.
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Unless otherwise stated in a prospectus supplement, none of these securities will be listed on any securities exchange. Our common stock is
listed on the New York and Chicago Stock Exchanges under the symbol �LNC.�

Before you invest, you should carefully read this prospectus, any applicable prospectus supplement and information described under the
headings �Where You Can Find More Information� and �Documents Incorporated by Reference.�

Investing in our securities involves risks. See �Risk Factors� beginning on page 7 of this prospectus.

For North Carolina Residents: The Commissioner of Insurance for the State of North Carolina has not approved or disapproved these
securities nor has the Commissioner ruled upon the accuracy or adequacy of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is March 10, 2009.
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ABOUT THIS PROSPECTUS

This prospectus is one part of a �shelf� registration statement that we have filed on Form S-3 with the Securities and Exchange Commission, or the
SEC, under the Securities Act of 1933, as amended, or the Securities Act. Under the shelf registration statement, we and the trusts are registering
an unspecified amount of each class of the securities described in this prospectus, as applicable, and we may sell, from time to time, in one or
more offerings, any combination of the securities described in this prospectus and the trusts may sell the trust preferred securities. In addition,
we or the trusts or any of their respective affiliates may use this prospectus and the applicable prospectus supplement in a remarketing or other
sale transaction involving the securities after their initial sale.

This prospectus provides you with a general description of the securities we or the trusts may offer. Each time we or the trusts sell securities, we
or the trusts will provide a prospectus supplement that will contain specific information about the terms of that offering. The prospectus
supplement may also add to, update, supplement or clarify information contained in this prospectus. This prospectus does not contain all of the
information set forth in the registration statement and the exhibits to the registration statement. For further information concerning us, the trusts
and the securities, you should read the entire registration statement and the additional information described under �Documents Incorporated by
Reference� below.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not, and any underwriter,
dealer, agent or remarketing firm has not, authorized any person to provide you with different information. If anyone provides you with
different or inconsistent information, you should not rely on it. We are not, and any underwriter, dealer, agent or remarketing firm is
not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted or in which the person making
such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation. You should
assume that the information appearing in this prospectus is accurate as of the date on the front cover. Our business, financial condition,
results of operations and prospects may have changed since that date.

Unless otherwise indicated, or the context otherwise requires, all references in this prospectus to �LNC,� �we,� �our,� �us,� or similar terms refer to
Lincoln National Corporation together with its subsidiaries. Unless otherwise indicated, or the context otherwise requires, references in this
prospectus to the �trusts� are to Lincoln National Capital VII, Lincoln National Capital VIII and Lincoln National Capital IX, collectively, and,
references to a �trust� are to Lincoln National Capital VII, Lincoln National Capital VIII and Lincoln National Capital IX, individually.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information and documents with the SEC. You may read and copy any
document we file with the SEC:

� in the public reference room maintained by the SEC in Washington, D.C. (100 F Street, N.E., Room 1580, Washington, D.C. 20549).
Copies of such materials can be obtained from the SEC�s public reference section at prescribed rates. You may obtain information on
the operation of the public reference room by calling the SEC at (800) SEC-0330, or

� on the SEC website located at www.sec.gov.
This Prospectus is part of a Registration Statement filed on Form S-3 with the SEC under the Securities Act. This prospectus does not contain all
of the information set forth in the Registration Statement and the exhibits and schedules to the Registration Statement. For further information
concerning us, the trusts and the securities, you should read the entire Registration Statement and the additional information described under
�Documents
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Incorporated by Reference� below. The Registration Statement has been filed electronically and may be obtained in any manner listed above. Any
statements contained in this prospectus concerning the provisions of any document are not necessarily complete, and, in each instance, reference
is made to the copy of such document filed as an exhibit to the Registration Statement or otherwise filed with the SEC. Each such statement is
qualified in its entirety by such reference.

Information about us is also available on our website at http://www.lincolnfinancial.com. This URL and the SEC�s URL above are intended to be
inactive textual references only. Information on our or the SEC�s website is not a part of this prospectus.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC�s rules allow us to incorporate by reference information into this prospectus. This means that we can disclose important information to
you by referring you to another document. Any information referred to in this way is considered part of this prospectus from the date we file that
document. Any reports filed by us with the SEC after the date of this prospectus and before the date that the offering of the securities by means
of this prospectus is terminated will automatically update and, where applicable, supersede any information contained in this prospectus or
incorporated by reference in this prospectus.

We incorporate by reference into this prospectus the following documents or information filed (File No. 1-6028) with the SEC (other than, in
each case, information deemed to have been furnished or not filed in accordance with the SEC rules):

� Those portions of our Proxy Statement for our 2008 Annual Meeting of Shareholders which were also incorporated by reference into
Part III of our Annual Report on Form 10-K for the fiscal year ended December 31, 2007;

� Our Annual Report on Form 10-K for the fiscal year ended December 31, 2008;

� Our Current Report on Form 8-K filed with the SEC on January 13, 2009; and

� The description of our Common Stock contained in Form 10 filed with the SEC on April 28, 1969, including any amendments or
reports filed for the purpose of updating that description.

Each document filed subsequent to the date of this Registration Statement pursuant to Sections 13(a), 13(c), 14 and 15(d) of the Securities
Exchange Act of 1934, as amended, prior to the filing of a post-effective amendment which indicates that all securities offered have been sold or
which deregisters all securities then remaining unsold, shall be deemed to be incorporated by reference in this Registration Statement and to be a
part hereof from the date of the filing of such documents. Any statement contained in a document incorporated or deemed to be incorporated
herein by reference shall be deemed to be modified or superseded for purposes of this Registration Statement to the extent that a statement
contained herein (or in any other subsequently filed document which also is or is deemed to be incorporated by reference herein) modifies or
supersedes such statement. Any such statement so modified or superseded shall not be deemed, except as so modified or superseded, to
constitute part of this Registration Statement.

We will provide without charge to each person to whom this prospectus is delivered, upon the written or oral request of such person, a copy of
the documents incorporated by reference as described above (other than exhibits to such documents unless such exhibits are specifically
incorporated by reference into such documents). Please direct your oral or written request to:

C. Suzanne Womack

2nd  Vice President & Secretary

150 N. Radnor Chester Road

Radnor, PA 19087
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LNC

LNC is a holding company which operates multiple insurance and investment management businesses through subsidiary companies. Through
our business segments, we sell a wide range of wealth protection, accumulation and retirement income products and solutions. These products
include institutional and/or retail fixed and indexed annuities, variable annuities, universal life insurance, variable universal life insurance, term
life insurance, mutual funds and managed accounts. LNC was organized under the laws of the state of Indiana in 1968. We currently maintain
our principal executive offices at 150 N. Radnor Chester Road, Radnor, Pennsylvania 19087, and our telephone number is (484) 583-1400.
�Lincoln Financial Group� is the marketing name for LNC and its subsidiary companies. As of December 31, 2008, LNC had consolidated assets
of $163.1 billion and consolidated stockholders� equity of $8.0 billion. For the year ended December 31, 2008, LNC had total revenue of $9.9
billion and net income of $57 million.

We provide products and services in four operating businesses and report results through six business segments, as follows:

Business Corresponding Segments
Retirement Solutions Annuities Defined Contribution

Insurance Solutions Life Insurance Group Protection

Investment Management Investment Management

Lincoln UK Lincoln UK
We also have other Operations, which includes our run-off institutional pension business, financial data for operations that are not directly
related to the business segments, unallocated corporate items and the ongoing amortization of deferred gain on the indemnity reinsurance portion
of the sale of our former reinsurance segment to Swiss Re Life & Health America Inc., referred to as �Swiss Re,� in the fourth quarter of 2001.
Unallocated corporate items include investment income on investments related to the amount of statutory surplus in our insurance subsidiaries
that is not allocated to our business units and other corporate investments, interest expense on short-term and long-term borrowings and certain
expenses, including restructuring and merger-related expenses.

THE LINCOLN TRUSTS

We created Lincoln National Capital VII, Lincoln National Capital VIII and Lincoln National Capital IX. Each trust is a statutory trust formed
under Delaware law pursuant to a trust agreement executed by LNC, as sponsor of the trust, and the Delaware trustee described below, and the
filing of a certificate of trust with the Delaware Secretary of State. We will execute amended and restated trust agreements for the trusts
substantially in the form filed as an exhibit to the registration statement that includes this prospectus. We refer to the trust agreements, each as
amended and restated, in this prospectus as the �trust agreements.� These trust agreements will state the terms and conditions for the trusts to issue
and sell their trust preferred securities and common securities, which we refer to collectively in this prospectus as the �trust securities.� Each trust
agreement will be qualified as an indenture under the Trust Indenture Act of 1939.

Each trust exists for the exclusive purposes of:

� issuing and selling its trust securities;

� using the proceeds from the sale of its trust securities to acquire a series of corresponding junior subordinated debt securities issued
by LNC, which we refer to as �corresponding junior subordinated debt securities�; and
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� engaging in only those other activities necessary, convenient or incidental to the above purposes.
Unless otherwise specified in the applicable prospectus supplement, each trust has a term of approximately 55 years, but may terminate earlier as
provided in the applicable trust agreement. Each trust�s business and affairs are conducted by its trustees, each appointed by LNC as holder of the
trust�s common securities. Unless otherwise specified in the applicable prospectus supplement, there are four trustees of each trust, which we
collectively refer to as the issuer trustees, as follows:

� Administrative Trustees: Two of the trustees, whom we refer to as �administrative trustees�, are persons who are employees or officers
of or who are affiliated with LNC.

� Property, Guarantee and Indenture Trustee: The third trustee is The Bank of New York Mellon (as successor in interest to Bank One
Trust Company, National Association), a financial institution that is unaffiliated with LNC, and which serves as the property trustee
under the trust agreement. The Bank of New York Mellon (as successor in interest to Bank One Trust Company, National
Association) also acts as the guarantee trustee under the guarantee agreement, and the indenture trustee under a junior subordinated
indenture.

� Delaware Trustee: The fourth trustee, BNY Mellon Trust of Delaware (as successor in interest to Bank One Trust Company,
National Association), that is unaffiliated with LNC, serves as the Delaware trustee under the trust agreement.

LNC will hold directly or indirectly all of the common securities of each of the trusts. Unless otherwise indicated in the applicable prospectus
supplement, the common securities will represent an aggregate liquidation amount equal to at least 3% of each trust�s total capital. As the direct
or indirect holder of the common securities of a trust, LNC will generally have the sole right to appoint, remove or replace the property trustee
and/or the Delaware trustee for the trust. However, if a subordinated debt security event of default under the trust agreement for the trust has
occurred and is continuing, the holders of a majority in liquidation preference of the related trust preferred securities will be entitled to appoint,
remove or replace the property trustee and/or the Delaware trustee for the trust. In no event will the holders of the trust preferred securities have
the right to vote to appoint, remove or replace the administrative trustees; such voting rights are vested exclusively in LNC, as the direct or
indirect owner of the common securities of the trust. The duties and obligations of each issuer trustee are governed by the applicable trust
agreement. LNC will pay all fees and expenses related to each trust and the offering of the trust preferred securities and will pay, directly or
indirectly, all ongoing costs, expenses and liabilities of each trust.

The common securities of a trust owned directly or indirectly by LNC will rank equally, and payments will be made on such common securities
proportionately with the trust preferred securities of the trust, except as provided below. Upon the occurrence and continuance of an event of
default under a trust agreement resulting from a subordinated debt security event of default, periodic cash distributions (which we refer to as
�distributions�) and payments upon liquidation, redemption or otherwise with respect to the trust securities of a trust must be paid or delivered to
the holders of the trust preferred securities of that trust before the holders of the common securities of that trust. See �Description of Securities
We May Sell�Trust Preferred Securities�Subordination of Common Securities.�

Except as otherwise provided in the applicable prospectus supplement:

� each trust will sell its trust preferred securities to the public and its common securities to LNC;

� concurrently with the issuance by a trust of its trust preferred securities, the trust will use the proceeds from these sales to buy a
series of corresponding junior subordinated debt securities from LNC with the same financial terms as the trust preferred securities;

� LNC will pay interest on the corresponding junior subordinated debt securities at the same rate and at the same times as the trust
makes payments on the trust preferred securities. The trust will use the payments it receives on the corresponding subordinated debt
securities to make the corresponding payments on the trust preferred securities;
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� LNC will, on a subordinated basis, fully and unconditionally guarantee the payment by the trust of the trust preferred securities to the
extent described in this prospectus. We refer to this as the �guarantee.� Both the corresponding subordinated debt securities and the
guarantee will be subordinated to LNC�s existing and future senior indebtedness, and will effectively be subordinated to existing and
future senior obligations of LNC�s subsidiaries;

� the corresponding junior subordinated debt securities will be the sole assets of each trust; and

� payments under the corresponding junior subordinated debt securities and the related expense agreement with LNC will be the only
revenue of each trust.

LNC may redeem the corresponding subordinated debt securities (and cause the redemption of the trust securities) or may terminate each trust
and cause the corresponding subordinated debt securities to be distributed to the holders of trust preferred securities in liquidation of their
interests in such trust in certain circumstances. See �Description of Securities We May Sell�Trust Preferred Securities�Liquidation Distribution
Upon Termination.�

The rights of the holders of trust preferred securities are described in the applicable trust agreement and the Delaware Statutory Trust Act. The
principal executive office of each trust is located at 150 N. Radnor Chester Road, Radnor, Pennsylvania 19087, and its telephone number is
(484) 583-1400.
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RATIO OF EARNINGS TO FIXED CHARGES

Lincoln National Corporation and Subsidiaries

Historical Ratio of Earnings to Fixed Charges

(dollars in millions)

For The Years Ended December 31,
2008 2007 2006 2005 2004

Income (loss) from continuing operations before taxes $ (25) $ 1,874 $ 1,778 $ 1,075 $ 1,036
Sub-total of fixed charges 303 325 242 110 116

Sub-total of adjusted income 278 2,199 2,020 1,185 1,152
Interest on annuities and financial products 2,532 2,519 2,260 1,570 1,571

Adjusted income base $ 2,810 $ 4,718 $ 4,280 $ 2,755 $ 2,723

Fixed Charges
Interest and debt expense(1) $ 281 $ 284 $ 223 $ 89 $ 94
Interest expense related to uncertain tax positions 2 21 �  �  �  
Portion of rent expense representing interest 20 20 19 21 22

Sub-total of fixed charges excluding interest on annuities and financial products 303 325 242 110 116
Interest on annuities and financial products 2,532 2,519 2,260 1,570 1,571

Total fixed charges $ 2,835 $ 2,844 $ 2,502 $ 1,680 $ 1,687

Ratio of sub-total of adjusted income to sub-total of fixed charges excluding interest
on annuities and financial products(2) �  6.77 8.35 10.77 9.93
Ratio of adjusted income base to total fixed charges(2) �  1.66 1.71 1.64 1.61

(1) Interest and debt expense excludes $5 million related to the early retirement of debt in 2006.
(2) The ratios of earnings to fixed charges for the year ended December 31, 2008, indicated less than one-to-one coverage and are therefore

not presented. Additional earnings of $25 million would have been required for the year ended December 31, 2008, to achieve ratios of
one-to-one coverage.
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RISK FACTORS

Investing in our securities involves risks. You should carefully consider the risks described in any prospectus supplement and those incorporated
by reference into this prospectus before making an investment decision. The risks and uncertainties described in any prospectus supplement and
incorporated by reference into this prospectus are not the only ones facing our company. Additional risks and uncertainties not presently known
to us or that we currently deem immaterial may also impair our business operations. If any of these risks actually occur, our business, financial
condition and results of operations could be materially affected. In that case, the value of our securities could decline substantially.

USE OF PROCEEDS

We intend to use the net proceeds from the sales of the securities as set forth in the applicable prospectus supplement.

DESCRIPTION OF SECURITIES WE MAY SELL

Senior and Subordinated Debt Securities

General

We may issue senior debt securities in one or more series under the indenture, dated as of March 10, 2009, between LNC and The Bank of New
York Mellon, as trustee, which we refer to as the �senior indenture.� We may also issue subordinated debt securities in one or more series under
the indenture to be entered into between LNC and The Bank of New York Mellon, as trustee, which we refer to as the �subordinated indenture�
and together with the senior indenture as the �indentures� or each of the senior indenture and the subordinated indenture individually, as the
�applicable indenture.� For purposes of this section, we refer to: (i) the senior debt securities together with the subordinated debt securities as the
�debt securities;� and (ii) The Bank of New York Mellon, or any successor or additional trustee, in its respective capacity as trustee under the
applicable indenture, as the �trustee.� The indentures are filed as exhibits to the registration statement that includes this prospectus. See �Where
You Can Find More Information� for information on how to obtain copies of the indentures. The indentures have been qualified under the Trust
Indenture Act of 1939, as amended, which we refer to as the �Trust Indenture Act.�

This summary of the indentures and the debt securities relates to terms and conditions applicable to the debt securities generally. We will
summarize the particular terms of any series of debt securities in the applicable prospectus supplement. If indicated in the prospectus
supplement, the terms of any series may differ from the terms summarized below. Because the summary of the material provisions of the
indentures and the debt securities set forth below and the summary of the material terms of a particular series of debt securities set forth in the
applicable prospectus supplement are not complete, you should refer to the indentures and the debt securities for complete information regarding
the terms and provisions of the indentures (including defined terms) and the debt securities. Wherever we refer to particular articles, sections or
defined terms of the indentures in this prospectus or in a prospectus supplement, those articles, sections or defined terms are incorporated in this
prospectus and the prospectus supplement by reference, and the statement with respect to which such reference is made is qualified in its entirety
by such reference. In addition, unless specified otherwise, references to such particular articles, sections or defined terms are applicable to both
the senior indenture and the subordinated indenture.

The senior debt securities will be unsecured and will rank on parity with all of our other unsecured and unsubordinated obligations. Unless
otherwise provided in the prospectus supplement, each series of subordinated debt securities will rank equally with all other series of
subordinated debt securities issued under the subordinated indenture and will be unsecured and subordinate and junior in right of payment to all
of our senior debt (as defined below). See ��Subordination Under Subordinated Indenture.�
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We are a non-operating holding company and our consolidated subsidiaries own almost all of our operating assets. We rely primarily on
dividends from our subsidiaries to meet our obligations. The payment of dividends by our insurance company subsidiaries is limited under the
insurance company holding company laws of the states in which those subsidiaries are domiciled. Accordingly, the debt securities will be
effectively subordinated to all existing and future liabilities of our subsidiaries, and holders of debt securities should look only to our assets for
payments on the debt securities.

Unless we state otherwise in the applicable prospectus supplement, the indentures do not limit us in incurring or issuing other secured or
unsecured debt under either of the indentures or any other indenture that we may have entered into or enter into in the future.

Terms of Debt Securities

We may issue the debt securities in one or more series through an indenture that supplements the senior indenture or the subordinated indenture,
as applicable, or through a resolution of our board of directors, an authorized committee of our board of directors or any of our officers delegated
the power of either our board of directors or an authorized committee of our board of directors.

You should refer to the applicable prospectus supplement for the specific terms of the debt securities. These terms may include the following:

� title of the debt securities of the series;

� any limit upon the aggregate principal amount of the debt securities of the series;

� maturity date(s) or the method of determining the maturity date(s);

� interest rate(s), if any, or the method of determining the interest rate(s);

� date(s) from which interest will accrue;

� date(s) on which interest will be payable;

� place(s) where we may pay principal, premium, if any, and interest, if any, and where you may present the debt securities for
registration of transfer or exchange;

� place(s) where notices and demands relating to the debt securities and the applicable indenture may be made;

� redemption or early payment provisions;

� sinking fund or similar provisions;

� attachment to the debt securities of the series of warrants, options or other rights to purchase or sell our stock or other securities;
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� authorized denominations if other than denominations of $1,000;

� if other than the principal amount of the debt securities, the portion of the principal amount of the debt securities that is payable upon
declaration of acceleration of maturity;

� any deletions or modifications of or additions to the events of default or covenants specified in the applicable indenture;

� form(s) of the debt securities of the series;

� currency, currencies, or currency unit(s), if other than U.S. dollars, in which the debt securities are denominated and/or in which the
principal of, premium, if any, and interest, if any, on the debt securities is payable;
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� if the principal of and premium, if any, or interest, if any, on any of the debt securities of the series is to be payable, at our election or
at the election of the holder of the debt securities, in a currency or currencies, or currency unit(s), other than that in which the debt
securities are denominated, the period(s) within which, and the terms and conditions upon which, such election may be made, or the
other circumstances under which any of the debt securities are to be so payable;

� if the amount of payments of principal of and premium, if any, or interest, if any, on any of the debt securities of the series may be
determined with reference to an index or indices, the manner in which such amounts are determined;

� any additions or changes to the applicable indenture relating to a series of debt securities necessary to permit or facilitate the issuance
of the debt securities in bearer form, registrable or not registrable as to principal, and with or without interest coupons;

� whether any debt securities of the series are to be issuable initially in temporary global form or definitive global form and, if so,
whether beneficial owners of interests in any such definitive global debt security may exchange such interests for debt securities of
such series and of like tenor of any authorized form and denomination and the circumstances under which and the place or places
where any such exchanges may occur, if other than in the manner set forth in the applicable indenture;

� if the debt securities of the series are to be issued upon the exercise of warrants, the time, manner and place for such debt securities to
be authenticated and delivered;

� whether and under what circumstances and with what procedures and documentation we will pay additional amounts on any of the
debt securities of the series to any holder who is not a U.S. person, in respect of any tax assessment or governmental charge withheld
or deducted and, if so, whether we will have the option to redeem such debt securities rather than pay additional amounts;

� the person to whom any interest on any debt security of the series is payable, if other than the person in whose name that debt
security is registered and the extent to which any interest payable on a temporary global debt security will be paid if other than in the
manner provided in the applicable indenture;

� the terms and conditions of any right or obligation we would have, or any option you would have, to convert or exchange the debt
securities into cash or any other securities or property of our company or any other person and any changes to the applicable
indenture with respect to the debt securities to permit or facilitate such conversion or exchange;

� in the case of the subordinated indenture, any provisions regarding subordination; and

� additional terms not inconsistent with the provisions of the applicable indenture.
Debt securities may also be issued under the indentures upon the exercise of warrants. See �Warrants.�

We may, in certain circumstances, without notice to or consent of the holders of the debt securities, issue additional debt securities having the
same terms and conditions as the debt securities previously issued under this prospectus and any applicable prospectus supplement, so that such
additional debt securities and the debt securities previously offered under this prospectus and any applicable prospectus supplement form a
single series, and references in this prospectus and any applicable prospectus supplement to the debt securities shall include, unless the context
otherwise requires, any further debt securities issued as described in this paragraph.

Special Payment Terms of Debt Securities
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rate which at the time of issuance is below market rates. We will describe U.S. federal tax consequences and special considerations relating to
any series in the applicable prospectus supplement.
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The purchase price of any of the debt securities may be payable in one or more foreign currencies or currency units. The debt securities may be
denominated in one or more foreign currencies or currency units, or the principal of, premium, if any, or interest, if any, on any debt securities
may be payable in one or more foreign currencies or currency units. We will describe the restrictions, elections, U.S. federal income tax
considerations, specific terms and other information relating to the debt securities and any foreign currencies or currency units in the applicable
prospectus supplement.

If we use any index to determine the amount of payments of principal of, premium, if any, or interest, if any, on any series of debt securities, we
will also describe in the applicable prospectus supplement the special U.S. federal income tax, accounting and other considerations applicable to
the debt securities.

Payment and Paying Agents

Unless we state otherwise in an applicable prospectus supplement, we will pay principal of, premium, if any, and interest, if any, on your debt
securities at the office of the trustee for your debt securities in the City of New York or at the office of any other paying agent that we may
designate.

Unless we state otherwise in an applicable prospectus supplement, we will pay any interest on debt securities to the registered owner of the debt
security at the close of business on the record date for the interest, except in the case of defaulted interest.

Any moneys or U.S. government obligations (including the proceeds thereof) deposited with the trustee or any paying agent, or then held by us
in trust, for the payment of the principal of, premium, if any, or interest, if any, on any debt security that remains unclaimed for two years after
the principal, premium or interest has become due and payable will be repaid to us. After repayment to us, you are entitled to seek payment only
from us as a general unsecured creditor.

Denominations, Registration and Transfer

Except as we may describe in the applicable prospectus supplement, we will issue debt securities in fully registered form without coupons and in
denominations of $1,000 and any integral multiple of $1,000.

Debt securities of any series will be exchangeable for other debt securities of the same series, in any authorized denominations, of a like tenor
and aggregate principal amount and having the same terms. You may present debt securities for exchange, as described above, or for registration
of transfer, at the office of the security registrar or at the office of any transfer agent we designate for that purpose. You will not incur a service
charge but you must pay any taxes, assessments and other governmental charges as described in the applicable indenture. We will appoint the
trustee as the initial security registrar under the applicable indenture. We may at any time rescind the designation of any transfer agent that we
initially designate or approve a change in the location through which the transfer agent acts. We will specify the transfer agent in the applicable
prospectus supplement. We may at any time designate additional transfer agents.

Global Debt Securities

We may issue all or any part of a series of debt securities in the form of one or more global debt securities. We will appoint the depository
holding the global debt securities. Unless we otherwise state in the applicable prospectus supplement, the depository will be The Depository
Trust Company, or DTC. We will issue global debt securities in registered form and in either temporary or definitive form. Unless it is
exchanged for individual debt securities, a global debt security may not be transferred except:

� by the depository to its nominee;

� by a nominee of the depository to the depository or another nominee; or

� by the depository or any nominee to a successor of the depository, or a nominee of the successor.
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We will describe the specific terms of the depository arrangement in the applicable prospectus supplement. We expect that the following
provisions will generally apply to these depository arrangements.

Beneficial Interests in a Global Debt Security

If we issue a global debt security, the depository for the global debt security or its nominee will credit on its book-entry registration and transfer
system the principal amounts of the individual debt securities represented by the global debt security to the accounts of persons that have
accounts with it. We refer to those persons as �participants� in this prospectus. The accounts will be designated by the dealers, underwriters or
agents for the debt securities, or by us if the debt securities are offered and sold directly by us. Ownership of beneficial interests in a global debt
security will be limited to participants or persons who may hold interests through participants. Ownership and transfers of beneficial interests in
the global debt security will be shown on, and transactions can be effected only through, records maintained by the applicable depository or its
nominee, for interests of participants, and the records of participants, for interests of persons who hold through participants. The laws of some
states require that you take physical delivery of securities in definitive form. These limits and laws may impair your ability to transfer beneficial
interests in a global debt security.

So long as the depository or its nominee is the registered owner of a global debt security, the depository or its nominee will be considered the
sole owner or holder of the debt securities represented by the global debt security for all purposes under the applicable indenture. Except as
provided below, you:

� will not be entitled to have any of the individual debt securities represented by the global debt security registered in your name;

� will not receive or be entitled to receive physical delivery of any debt securities in definitive form; and

� will not be considered the registered owner or holder of the debt securities under the applicable indenture.
Payments of Principal, Premium and Interest

We will make principal, premium, if any, and interest, if any, payments on global debt securities to the depository that is the registered holder of
the global debt security or its nominee. The depository for the global debt securities will be solely responsible and liable for all payments made
on account of your beneficial ownership interests in the global debt security and for maintaining, supervising and reviewing any records relating
to your beneficial ownership interests.

We expect that the depository or its nominee, upon receipt of any principal, premium, if any, or interest, if any, payment immediately will credit
participants� accounts with amounts in proportion to their respective beneficial interests in the principal amount of the global debt security as
shown on the records of the depository or its nominee. We also expect that payments by participants to you, as an owner of a beneficial interest
in the global debt security held through those participants, will be governed by standing instructions and customary practices, as is now the case
with securities held for the accounts of customers in bearer form or registered in �street name.� These payments will be the responsibility of those
participants.

Issuance of Individual Debt Securities

Unless we state otherwise in the applicable prospectus supplement, if a depository for a series of debt securities is at any time unwilling, unable
or ineligible to continue as depository, we will appoint a successor depository or we will issue individual debt securities in exchange for the
global debt security.

Redemption

Unless we state otherwise in an applicable prospectus supplement, debt securities will not be subject to any sinking fund, and we may, at our
option, redeem all or any part of debt securities of any series prior to their stated maturity.
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Except as we may otherwise specify in the applicable prospectus supplement, the redemption price for any debt security which we redeem will
equal 100% of the principal amount plus any accrued and unpaid interest up to, but excluding, the redemption date.

We will mail notice of any redemption of debt securities at least 30 days but not more than 60 days before the redemption date to the registered
holders of the debt securities at their addresses as shown on the security register. On and after the redemption date, interest will cease to accrue
on the debt securities or the portions of the debt securities called for redemption.

Consolidation, Merger and Transfer of Assets

We will not consolidate with or merge into any other person or convey or transfer our assets substantially as an entirety to any person, unless:

� the person formed by such consolidation or into which we merge or the person which acquires by conveyance or transfer our assets
substantially as an entirety is an entity that is organized and existing under the laws of the United States of America or any state
thereof or the District of Columbia and that expressly assumes our obligations relating to the debt securities;

� immediately after giving effect to the consolidation, merger, conveyance or transfer, there exists no event of default, and no event
which, after notice or lapse of time, or both, would become an event of default; and

� other conditions described in the applicable indenture are met.
This covenant would not apply to the direct or indirect conveyance or transfer of all or any portion of the stock, assets or liabilities of any of our
wholly owned subsidiaries to us or to our other wholly owned subsidiaries.

Limitation on Liens on Stock of Restricted Subsidiaries

We will not, nor will we permit any restricted subsidiary to, issue, assume or guarantee any debt for borrowed money, which we refer to in this
prospectus as �debt,� secured by a mortgage, security interest, pledge, lien or other encumbrance upon any shares of stock of any restricted
subsidiary without effectively providing that the senior debt securities (together with, if we so determine, any other debt of or guarantee by us
ranking equally with the senior debt securities and then existing or thereafter created) will be secured equally and ratably with that debt.

For purposes of this prospectus, �restricted subsidiary� means The Lincoln National Life Insurance Company so long as it remains a subsidiary, as
well as any successor to all or a principal part of the assets of that subsidiary and any other subsidiary which our board of directors designates as
a restricted subsidiary.

Limitation on Issuance or Disposition of Stock of Restricted Subsidiaries

We will not, nor will we permit any restricted subsidiary to, issue, sell, assign, transfer or otherwise dispose of, directly or indirectly, any capital
stock, other than nonvoting preferred stock, of any restricted subsidiary, except for:

� the purpose of qualifying directors;

� sales or other dispositions to us or one or more restricted subsidiaries;

� the disposition of all or any part of the capital stock of any restricted subsidiary for consideration which is at least equal to the fair
value of that capital stock as determined by our board of directors acting in good faith; or
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� an issuance, sale, assignment, transfer or other disposition required to comply with an order of a court or regulatory authority of
competent jurisdiction, other than an order issued at our request or the request of any restricted subsidiary.

For the purposes of this prospectus, �capital stock� means any and all shares, interests, rights to purchase, warrants, options, participations or other
equivalents of or interests in corporate stock.

Modification and Waiver

Modification

We and the trustee may modify and amend the applicable indenture by entering into a supplemental indenture with the consent of the holders of
not less than a majority in aggregate principal amount of the outstanding debt securities of all series affected by such supplemental indenture
(acting as one class). However, no modification or amendment may, without the consent of the holder of each outstanding debt security affected:

� change the stated maturity of the principal of, or any installment of principal of or interest payable on, any debt security;

� reduce the principal amount of, or the rate of interest on or any premium payable upon the redemption of, or the amount of the
principal of an original issue discount security that would be due and payable upon a declaration of acceleration of the maturity of
such debt security;

� change any place of payment where, or the currency, currencies or currency unit(s) in which any debt security or any premium or the
interest on any debt security is payable;

� impair your right to institute suit for the enforcement of any payment on any debt security on or after the stated maturity or
redemption date;

� affect adversely the terms, if any, of conversion or exchange of any debt security into cash, any other securities or property of our
company or any other person;

� reduce the percentage in aggregate principal amount of outstanding debt securities, the consent of whose holders is necessary to
modify or amend the applicable indenture, to waive compliance with certain provisions of the applicable indenture or certain defaults
and consequences of such defaults set forth in the applicable indenture;

� change any of our obligations to maintain an office or agency as set forth in the applicable indenture;

� modify any of these provisions or any of the provisions relating to the waiver of certain past defaults, except to increase the required
percentage to effect such action, to provide, with respect to any particular series, the right to condition the effectiveness of any
applicable supplemental indenture as to that series on the consent of holders of a specified percentage of the aggregate principal
amount of the outstanding debt securities of such series, or to provide that certain other provisions may not be modified or waived
without the consent of all of the holders of the outstanding debt securities affected; or

� in case of the subordinated indenture, modify the provisions with respect to the subordination of outstanding subordinated debt
securities in a manner materially adverse to the holders of such outstanding subordinated debt securities.

Waiver
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The holders of not less than a majority in aggregate principal amount of the outstanding debt securities of a series may, on behalf of the holders
of all debt securities of that series, waive any past default under the applicable indenture relating to that series of debt securities and the
consequences of such default. However, a default in the payment of the principal of, or premium, if any, or interest, if any, on any debt security
of that series or relating to a covenant or provision which under the applicable indenture relating to that series of debt security cannot be
modified or amended without the consent of the holder of each outstanding debt security of that series affected cannot be so waived.

Events of Default

Unless we state otherwise in the applicable prospectus supplement, under the terms of the applicable indenture, each of the following constitutes
an event of default for a series of debt securities:

� default for 30 days in the payment of any installment of interest, if any, when due;

� default in the payment of principal, or premium, if any, when due (subject to the bullet point below);

� default for 30 days in the payment for a sinking, purchase or analogous fund when due;

� default in the performance, or breach, of any covenant or warranty in the applicable indenture for 60 days after written notice;

� certain events of bankruptcy, insolvency or reorganization; and

� any other event of default provided with respect to debt securities of that series.
We are required to furnish the trustee annually with a statement as to the fulfillment of our obligations under the applicable indenture.

The indentures provide that the trustee may withhold notice to you of any default, except in respect of the payment of the principal of or
premium, if any, or interest on any debt securities or the payment of any sinking fund installment with respect to debt securities, if the trustee
considers the withholding of such notice to be in the interests of the holders of the debt securities.

Effect of an Event of Default

If an event of default exists (other than an event of default in the case of certain events of bankruptcy as described below), the trustee or the
holders of not less than 25% in aggregate principal amount of a series of outstanding debt securities may declare the principal amount, or, if the
debt securities are original issue discount securities, such portion of the principal amount of such debt securities as may be specified in the terms
of that series, of all of the debt securities of that series, together with accrued interest, if any, on such debt securities, to be due and payable
immediately, by a notice in writing to us and to the trustee if given by holders. Upon that declaration, the principal (or specified) amount,
together with accrued interest, if any, on such debt securities, will become immediately due and payable, subject to applicable subordination
provisions in case of the subordinated indenture. However, at any time after a declaration of acceleration has been made, but before a judgment
or decree for payment of the money due has been obtained, the holders of not less than a majority in aggregate principal amount of a series of
outstanding debt securities may, subject to conditions specified in the applicable indenture, rescind and annul that declaration and its
consequences.

If an event of default in the case of certain events of bankruptcy exists with respect to debt securities of any series at that time outstanding, the
principal amount of all debt securities of that series or, if any debt securities of that series are original issue discount securities, such portion of
the principal amount of such debt securities as may be specified in the terms of that series, will automatically, and without any declaration or
other action on the part of the trustee or any holder of such outstanding debt securities, become immediately due and payable.

Edgar Filing: LINCOLN NATIONAL CORP - Form 424B4

Table of Contents 93



14

Edgar Filing: LINCOLN NATIONAL CORP - Form 424B4

Table of Contents 94



Table of Contents

Subject to the provisions of the applicable indenture relating to the duties of the trustee, if an event of default exists, the trustee will be under no
obligation to exercise any of its rights or powers under the applicable indenture at your request or direction, unless you have offered to the
trustee security or indemnity satisfactory to it against the costs, expenses and liabilities which the trustee might incur in compliance with such
request or direction.

Subject to the provisions for the security or indemnification of the trustee, the holders of not less than a majority in aggregate principal amount
of a series of outstanding debt securities have the right to direct the time, method and place of conducting any proceeding for any remedy
available to the trustee, or exercising any trust or power conferred on the trustee in connection with the debt securities of that series.

Legal Proceedings and Enforcement of Right to Payment

You will not have any right to institute any proceeding in connection with the applicable indenture or for any remedy under the applicable
indenture, unless you have previously given to the trustee written notice of a continuing event of default with respect to debt securities of that
series. In addition, the holders of at least 25% in aggregate principal amount of a series of the outstanding debt securities or, in the case of an
event of default in case of certain events of bankruptcy, of all series (voting as a class) with respect to which such event of default is continuing,
must have made written request, and offered indemnity satisfactory, to the trustee to institute that proceeding as trustee, and, within 60 days
following the receipt of that notice, the trustee must not have received from such holders a direction inconsistent with that request, and must
have failed to institute the proceeding.

However, you will have an absolute and unconditional right to receive payment of the principal of, premium, if any, and interest, if any, on that
debt security on the due dates expressed in the debt security (or, in the case of redemption, on the redemption date) and to institute a suit for the
enforcement of that payment.

Satisfaction and Discharge

The indentures provide that when, among other things, all debt securities not previously delivered to the trustee for cancellation:

� have become due and payable;

� will become due and payable at their stated maturity within one year; or

� are to be called for redemption within one year under arrangements satisfactory to the trustee for the giving of notice of redemption
by the trustee in our name and at our expense, and

� we deposit or cause to be deposited with the trustee, money or U.S. government obligations or a combination thereof, as trust funds,
in an amount and in the currency or currency unit in which such debt securities are payable to be sufficient to pay and discharge the
entire indebtedness on the debt securities not previously delivered to the trustee for cancellation, for the principal, and premium, if
any, and interest, if any, to the date of the deposit or to the stated maturity or redemption date, as the case may be,

then the applicable indenture will cease to be of further effect with respect to a series of debt securities, and we will be deemed to have satisfied
and discharged the applicable indenture with respect to such series. However, we will continue to be obligated to pay all other sums due under
the applicable indenture and to provide the officer�s certificate and opinion of counsel described in the applicable indenture.

Defeasance and Covenant Defeasance

Unless we state otherwise in the applicable prospectus supplement, the indentures provide that we may discharge all of our obligations, other
than as to transfers and exchanges and certain other specified obligations,
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under any series of the debt securities at any time, and that we may also be released from our obligations described above under ��Consolidation,
Merger and Transfer of Assets,� ��Limitation on Liens on Stock of Restricted Subsidiaries,� ��Limitation on Issuance or Disposition of Stock of
Restricted Subsidiaries� and from certain other obligations, as applicable, including obligations imposed by supplemental indentures with respect
to that series, if any, and elect not to comply with those sections and obligations without creating an event of default. Discharge under the first
procedure is called �defeasance� and under the second procedure is called �covenant defeasance.�

Defeasance or covenant defeasance may be effected only if:

� we irrevocably deposit with the trustee money or U.S. government obligations or a combination thereof, as trust funds in
an amount sufficient to pay on the respective stated maturities or the redemption date, the principal of and any premium
and interest on, all debt securities of that series along with an opinion of a nationally recognized firm of independent
accountants expressed in a written certification as to the sufficiency of the deposit;

� we deliver to the trustee an opinion of counsel to the effect that:

� the holders of the debt securities of that series will not recognize gain or loss for U.S. federal income tax purposes as a result
of the deposit, defeasance and discharge or as a result of the deposit and covenant defeasance; and

� the deposit, defeasance and discharge or the deposit and covenant defeasance will not otherwise alter those holders� U.S.
federal income tax treatment of payments on the debt securities of that series (in the case of a defeasance, this opinion must
be based on a ruling of the Internal Revenue Service or a change in U.S. federal income tax law occurring after the date of
execution of the applicable indenture);

� no event of default under the applicable indenture has occurred and is continuing;

� such defeasance or covenant defeasance does not result in a breach or violation of, or constitute a default under, any indenture or
other agreement or instrument for borrowed money to which we are a party or by which we are bound;

� such defeasance or covenant defeasance does not result in the trust arising from such deposit constituting an investment company
within the meaning of the Investment Company Act of 1940, as amended, unless such trust will be registered under the Investment
Company Act of 1940 or exempt from registration thereunder;

� we deliver to the trustee an officer�s certificate and an opinion of counsel, each stating that all conditions precedent with respect to
such defeasance or covenant defeasance have been complied with; and

� other conditions specified in the applicable indenture are met.
The subordinated indenture will not be discharged as described above if we have defaulted in the payment of principal of, premium, if any, or
interest, if any, on any senior debt, as defined below under �Subordination Under Subordinated Indenture,� and that default is continuing or an
event of default on the senior debt then exists and has resulted in the senior debt becoming or being declared due and payable prior to the date it
otherwise would have become due and payable.

Conversion or Exchange
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converted or exchanged in the applicable prospectus supplement. The conversion or exchange may be mandatory, at your option, or at our
option. The applicable prospectus supplement will describe the manner in which the shares of common stock or other securities, property or cash
you would receive would be issued or delivered.

Subordination Under Subordinated Indenture

In the subordinated indenture, we have agreed, and holders of subordinated debt securities will be deemed to have agreed, that any subordinated
debt securities are subordinate and junior in right of payment to all senior debt to the extent provided in the subordinated indenture.

Upon any payment or distribution of assets to creditors upon any liquidation, dissolution, winding up, reorganization, assignment for the benefit
of creditors, marshaling of assets or any bankruptcy, insolvency, debt restructuring or similar proceeding in connection with our insolvency or
bankruptcy, the holders of senior debt will first be entitled to receive payment in full of principal of, premium, if any, and interest, if any, on the
senior debt before the holders of subordinated debt securities will be entitled to receive or retain any payment of the principal of, premium, if
any, or interest, if any, on the subordinated debt securities.

If the maturity of any subordinated debt securities is accelerated, the holders of all senior debt outstanding at the time of the acceleration will
first be entitled to receive payment in full of all amounts due, including any amounts due upon acceleration, before you will be entitled to receive
any payment of the principal of, premium, if any, or interest on the subordinated debt securities, other than sinking fund payments.

We will not make any payments of principal of, premium, if any, or interest, if any, on the subordinated debt securities (other than any sinking
fund payment) if:

� a default in any payment on senior debt then exists,

� an event of default on any senior debt resulting in the acceleration of its maturity then exists, or

� any judicial proceeding is pending in connection with any such default.
When we use the term �debt� we mean, with respect to any person, the principal of, premium, if any, and interest, if any, on debt of such person,
whether incurred on, prior to, or after, the date of the subordinated indenture, whether recourse is to all or a portion of the assets of that person
and whether or not contingent, which includes:

� every obligation of, or any obligation guaranteed by, that person for money borrowed,

� every obligation of, or any obligation guaranteed by, that person evidenced by bonds, debentures, notes or other similar instruments,
including obligations incurred in connection with the acquisition of property, assets or businesses but excluding the obligation to pay
the deferred purchase price of any such property, assets or business if payable in full within 90 days from the date such debt was
created,

� every capital lease obligation of that person,

� leases of property or assets made as part of any sale and lease-back transaction to which that person is a party, and

� any amendments, renewals, extensions, modifications and refundings of any such debt.
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evidencing that debt or pursuant to which that debt is outstanding states that those obligations are not superior in right of payment to the
subordinated debt securities or to other debt which ranks equally with, or junior to, the subordinated debt securities. Interest on this senior debt
includes interest accruing on or after the filing of any petition in bankruptcy or for reorganization relating to us, whether or not the claim for
post-petition interest is allowed in that proceeding.

However, senior debt will not include:

� any debt of our company which, when incurred and without regard to any election under Section 1111(b) of Title 11 of the United
States Code, was without recourse to our company,

� any debt of our company to any of our subsidiaries,

� debt to any employee of our company or any of our subsidiaries,

� any liability for taxes,

� debt or other monetary obligations to trade creditors or assumed by our company or any of our subsidiaries in the ordinary course of
business in connection with the obtaining of goods, materials or services, and

� the subordinated debt securities.
The subordinated indenture provides that we may change the subordination provisions relating to any particular issue of subordinated debt
securities prior to issuance. We will describe any change in the prospectus supplement relating to the subordinated debt securities.

Governing Law

The indentures and the debt securities will be governed by and construed in accordance with the laws of the State of New York.

Concerning the Trustees

The trustee will have all the duties and responsibilities of an indenture trustee specified in the Trust Indenture Act. The trustee is not required to
expend or risk its own funds or otherwise incur financial liability in performing its duties or exercising its rights and powers if it reasonably
believes that it is not reasonably assured of repayment or adequate indemnity.

We and our affiliates maintain various commercial and service relationships with the trustee and its affiliates in the ordinary course of business.
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Junior Subordinated Debt Securities

We may issue junior subordinated debt securities in one or more series under a junior subordinated indenture, dated as of March 10, 2009
between LNC and The Bank of New York Mellon, as junior subordinated indenture trustee. The junior subordinated indenture (including the
form of the junior subordinated debt securities) is filed as an exhibit to the registration statement that includes this prospectus. The junior
subordinated indenture has been qualified under the Trust Indenture Act. See �Where You Can Find More Information� for information on how to
obtain the junior subordinated indenture.

This summary of the junior subordinated indenture and the junior subordinated debt securities relates to terms and conditions applicable to the
junior subordinated debt securities generally. We will summarize the particular terms of any series of junior subordinated debt securities in the
applicable prospectus supplement. If indicated in the prospectus supplement, the terms of any series may differ from the terms summarized
below. Because the summary of the material provisions of the junior subordinated indenture and the junior subordinated debt securities set forth
below and the summary of the material terms of a particular series of junior subordinated debt securities set forth in the applicable prospectus
supplement are not complete, you should refer to the forms of the junior subordinated indenture and the junior subordinated debt securities for
complete information regarding the terms and provisions of the junior subordinated indenture (including defined terms) and the junior
subordinated debt securities. Wherever we refer to particular articles, sections or defined terms of the junior subordinated indenture in this
prospectus or in a prospectus supplement, those articles, sections or defined terms are incorporated in this prospectus and the prospectus
supplement by reference, and the statement with respect to which such reference is made is qualified in its entirety by such reference.

General

Each series of junior subordinated debt securities will rank equally with all other series of junior subordinated debt securities, unless otherwise
provided in the supplemental indenture, and will be unsecured and subordinate and junior in right of payment to the extent and in the manner set
forth in the junior subordinated indenture to all of our senior debt as defined in the junior subordinated indenture, which includes all debt issued
under our senior indenture or subordinated indenture. See ��Subordination.�

We are a non-operating holding company and our consolidated subsidiaries own almost all of our operating assets. We rely primarily on
dividends from our subsidiaries to meet our obligations. The payment of dividends by our insurance company subsidiaries is limited under the
insurance company holding company laws of the states in which those subsidiaries are domiciled. Accordingly, the junior subordinated debt
securities will be effectively junior subordinated to all existing and future liabilities of our subsidiaries, and holders of junior subordinated debt
securities should look only to our assets for payments on the junior subordinated debt securities. Except as otherwise provided in the applicable
prospectus supplement, the junior subordinated indenture does not limit our incurrence or issuance of other secured or unsecured debt, whether
under the junior subordinated indenture or any other indenture that we may have entered into or may enter into in the future or otherwise. See
��Subordination� and the prospectus supplement relating to any offering of junior subordinated debt securities.

We will issue the junior subordinated debt securities in one or more series pursuant to an indenture supplemental to the junior subordinated
indenture or a resolution of our board of directors (as defined in the junior subordinated indenture) or a committee thereof.

The applicable prospectus supplement will describe the following terms of the junior subordinated debt securities:

� the title of the junior subordinated debt securities;

� any limit upon the aggregate principal amount of the junior subordinated debt securities;
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� the date or dates on which the principal of the junior subordinated debt securities is payable (which we refer to as the �stated maturity�)
or the method of determination of the stated maturity;

� the rate or rates, if any, at which the junior subordinated debt securities will bear interest, the interest payment dates on which
interest will be payable, our right, if any, to defer or extend an interest payment date and the regular record date for interest payable
on any interest payment date or the method by which any of these items will be determined;

� the place or places where the principal of and premium, if any, and interest on the junior subordinated debt securities will
be payable and where the junior subordinated debt securities may be presented for registration of transfer or exchange and
the place or places where notices and demands to or upon us regarding the junior subordinated debt securities and the
junior subordinated indenture may be made;

� the periods, terms and conditions upon which junior subordinated debt securities may be redeemed, in whole or in part, at our option;

� our obligation or right, if any, or the obligation or right of, if any, a holder to redeem, purchase or repay the junior subordinated debt
securities and the terms and conditions upon which the junior subordinated debt securities shall be redeemed, repaid or purchased, in
whole or in part, pursuant to such obligation;

� the denominations in which any junior subordinated debt securities shall be issuable if other than denominations of $25 and any
integral multiple thereof;

� if other than in U.S. dollars, the currency or currencies (including currency unit or units) in which the principal of and premium and
interest, if any, on the junior subordinated debt securities shall be payable, or in which the junior subordinated debt securities shall be
denominated;

� any additions, modifications or deletions in the events of default or covenants specified in the junior subordinated indenture with
respect to the junior subordinated debt securities;

� if other than the principal amount, the portion of the principal amount of junior subordinated debt securities that shall be payable
upon declaration of acceleration of the maturity thereof;

� any additions or changes to the junior subordinated indenture with respect to a series of junior subordinated debt securities as shall be
necessary to permit or facilitate the issuance of the series in bearer form, registrable or not registrable as to principal, and with or
without interest coupons;

� any index or indices used to determine the amount of payments of principal of and premium, if any, on the junior subordinated debt
securities and the manner in which these amounts will be determined;

� the terms and conditions relating to the issuance of a temporary global security representing all of the junior subordinated debt
securities of the series and the exchange of the temporary global security for definitive junior subordinated debt securities of the
series;
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� whether the junior subordinated debt securities of the series will be issued in whole or in part in the form of one or more global
securities and, in such case, the depository for the global securities, which depository will be a clearing agency registered under the
Securities Exchange Act of 1934, as amended;

� the appointment of any paying agent or agents;

� the terms and conditions of any right of us or a holder to convert or exchange the junior subordinated debt securities into our other
securities or property;

� the form of trust agreement and guarantee agreement, if applicable;

� the relative degree, if any, to which junior subordinated debt securities of the series shall be senior or subordinated to other series of
our junior subordinated debt securities in right of payment, whether other series of junior subordinated debt securities are outstanding
or not; and

� any other terms of the junior subordinated debt securities not inconsistent with the provisions of the junior subordinated indenture.
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We may, in certain circumstances, without notice to or consent of the holders of the junior subordinated debt securities, issue additional junior
subordinated debt securities having the same terms and conditions as junior subordinated debt securities as previously issued under this
prospectus and any applicable prospectus supplement, so that such additional junior subordinated debt securities and the junior subordinated
debt securities previously offered under this prospectus and any applicable prospectus supplement form a single series, and references in this
prospectus and any applicable prospectus supplement to the junior subordinated debt securities shall include, unless the context otherwise
requires, any further junior subordinated debt securities issued as described in this paragraph.

We may sell junior subordinated debt securities at a substantial discount below their stated principal amount, bearing no interest or interest at a
rate which is below market rates at the time of issuance. We will describe certain U.S. federal income tax consequences and special
considerations applicable to any junior subordinated debt securities in the applicable prospectus supplement.

The purchase price of any junior subordinated debt securities may be payable in one or more foreign currencies or currency units. Junior
subordinated debt securities may be denominated in one or more foreign currencies or currency units, or the principal of, or premium or interest,
if any, on any junior subordinated debt securities may be payable in one or more foreign currencies or currency units. We will describe the
restrictions, elections, certain U.S. federal income tax consequences, specific terms and other information with respect to the junior subordinated
debt securities and foreign currency or currency units in the applicable prospectus supplement.

If we use any index to determine the amount of any principal, premium or interest payable with respect to any series of junior subordinated debt
securities, we will describe the special U.S. federal income tax, accounting and other considerations in the applicable prospectus supplement.

Denominations, Registration and Transfer

Except as we may describe in the applicable prospectus supplement, we will issue debt securities in fully registered form without coupons and in
denominations of $25 and any integral multiple of $25.

Debt securities of any series will be exchangeable for other debt securities of the same series, in any authorized denominations, of a like tenor
and aggregate principal amount and having the same terms.

You may present debt securities for exchange, as described above, or for registration of transfer, at the office of the security registrar or at the
office of any transfer agent we designate for that purpose. You will not incur a service charge but you must pay any taxes, assessments and other
governmental charges as described in the junior subordinated indenture. We will appoint the trustee as the initial security registrar as specified in
the junior subordinated indenture. We may at any time rescind the designation of any transfer agent that we initially designate or approve a
change in the location through which the transfer agent acts. We will specify the transfer agent in the applicable prospectus supplement. We may
at any time designate additional transfer agents.

Global Junior Subordinated Debt Securities

We may issue all or any part of a series of junior subordinated debt securities in the form of one or more global junior subordinated debt
securities. We will appoint the depository holding the global junior subordinated debt securities. Unless we otherwise state in the applicable
prospectus supplement, the depository will be The Depository Trust Company, or DTC. We will issue global junior subordinated debt securities
in registered form and in either temporary or definitive form. Unless it is exchanged for individual debt securities, a global junior subordinated
debt security may not be transferred except:

� by the depository to its nominee;
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� by a nominee of the depository to the depository or another nominee; or

� by the depository or any nominee to a successor of the depository, or a nominee of the successor.
We will describe the specific terms of the depository arrangement in the applicable prospectus supplement. We expect that the following
provisions will generally apply to these depository arrangements.

Beneficial Interests in a Global Junior Subordinated Debt Security

If we issue a global junior subordinated debt security, the depository for the global junior subordinated debt security or its nominee will credit on
its book-entry registration and transfer system the principal amounts of the individual debt securities represented by the global junior
subordinated debt security to the accounts of persons that have accounts with it. We refer to those persons as �participants� in this prospectus. The
accounts will be designated by the dealers, underwriters or agents for the debt securities, or by us if the debt securities are offered and sold
directly by us. Ownership of beneficial interests in a global junior subordinated debt security will be limited to participants or persons who may
hold interests through participants. Ownership and transfers of beneficial interests in the global junior subordinated debt security will be shown
on, and transactions can be effected only through, records maintained by the applicable depository or its nominee, for interests of participants,
and the records of participants, for interests of persons who hold through participants. The laws of some states require that you take physical
delivery of securities in definitive form. These limits and laws may impair your ability to transfer beneficial interests in a global junior
subordinated debt security.

So long as the depository or its nominee is the registered owner of a global junior subordinated debt security, the depository or its nominee will
be considered the sole owner or holder of the junior subordinated debt securities represented by the global junior subordinated debt security for
all purposes under the junior subordinated indenture. Except as provided below, you:

� will not be entitled to have any of the individual junior subordinated debt securities represented by the global junior subordinated
debt security registered in your name;

� will not receive or be entitled to receive physical delivery of any junior subordinated debt securities in definitive form; and

� will not be considered the registered owner or holder of the junior subordinated debt securities under the junior subordinated
indenture.

Payments of Principal, Premium and Interest

We will make principal, premium, if any, and interest, if any, payments on global junior subordinated debt securities to the depository that is the
registered holder of the global junior subordinated debt security or its nominee. The depository for the global junior subordinated debt securities
will be solely responsible and liable for all payments made on account of your beneficial ownership interests in the global junior subordinated
debt security and for maintaining, supervising and reviewing any records relating to your beneficial ownership interests.

We expect that the depository or its nominee, upon receipt of any principal, premium, if any, or interest, if any, payment immediately will credit
participants� accounts with amounts in proportion to their respective beneficial interests in the principal amount of the global junior subordinated
debt security as shown on the records of the depository or its nominee. We also expect that payments by participants to you, as an owner of a
beneficial interest in the global junior subordinated debt security held through those participants, will be governed by standing instructions and
customary practices, as is now the case with securities held for the accounts of customers in bearer form or registered in �street name.� These
payments will be the responsibility of those participants.
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Issuance of Individual Debt Securities

Unless we state otherwise in the applicable prospectus supplement, if a depository for a series of debt securities is at any time unwilling, unable
or ineligible to continue as depository, we will appoint a successor depository or we will issue individual debt securities in exchange for the
global junior subordinated debt security.

Payment and Paying Agents

Unless otherwise indicated in the applicable prospectus supplement, we will pay the principal of and any premium and interest on junior
subordinated debt securities at the office of the junior subordinated indenture trustee in the City of New York, or at the office of any paying
agent or paying agents as we may designate from time to time in the applicable prospectus supplement.

Unless otherwise indicated in the applicable prospectus supplement, we will make payments of interest on junior subordinated debt securities to
the person or entity in whose name the junior subordinated debt security is registered at the close of business on the regular record date for such
interest, except in the case of defaulted interest. We may at any time designate additional paying agents or rescind the designation of any paying
agent. However, we will be required to maintain at all times a paying agent in each place of payment for each series of junior subordinated debt
securities.

Any moneys that we deposit with the junior subordinated indenture trustee or any paying agent, or then held by us in trust, for the payment of
the principal of and any premium or interest on any junior subordinated debt security that remains unclaimed for two years after becoming due
and payable will be repaid to us at our request. After that time, the holder of the junior subordinated debt security will look, as a general
unsecured creditor, only to us for payment of those amounts.

Option to Extend Interest Payment Date

If provided in the applicable prospectus supplement and subject to any terms, conditions and covenants contained in the prospectus supplement,
we will have the right at any time and from time to time during the term of any series of junior subordinated debt securities to defer payment of
interest for that number of consecutive interest payment periods as may be specified in the applicable prospectus supplement (each of which we
refer to as an �extension period�). However, no extension period may extend beyond the stated maturity of the applicable series of junior
subordinated debt securities. We will describe certain U.S. federal income tax consequences and special considerations applicable to the junior
subordinated debt securities in the applicable prospectus supplement.

Redemption

Unless otherwise indicated in the applicable prospectus supplement:

� junior subordinated debt securities will not be subject to any sinking fund;

� we may, at our option, redeem the junior subordinated debt securities of any series in whole at any time or in part from time to time.
We may redeem junior subordinated debt securities in denominations larger than $25 in part but only in integral multiples of $25;

� the redemption price for any junior subordinated debt security shall equal the principal amount of the security, plus any accrued and
unpaid interest to the redemption date; and

� if a special event as described below has occurred and is continuing with respect to a series of junior subordinated debt securities, we
may, at our option, redeem that series of junior subordinated debt
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Construction management fees are recognized as a single performance obligation (managing the construction of the
project) composed of a series of distinct services.  The Company believes that the overall service of construction
management is substantially the same each day and has the same pattern of performance over the term of the
agreement.  As a result, each day of service represents a performance obligation satisfied at that point in time.  These
fees are based on the amount spent on the construction at the end of each period for services performed during that
period, primarily billed to the customer monthly and terms for payment are payment due upon receipt. 

Gains on sales of operating properties/change in control of interests

On January 1, 2018, the Company also adopted ASU 2017-05, Other Income–Gains and Losses from the
Derecognition of Nonfinancial Assets (Subtopic 610-20): Clarifying the Scope of Asset Derecognition Guidance and
Accounting for Partial Sales of Nonfinancial Assets (“Topic 610”) for gains and losses from the sale and/or transfer of
real estate property. The Company adopted Topic 610 using the modified retrospective approach for all contracts
effective January 1, 2018. Topic 610 provides that sales of nonfinancial assets, such as real estate, are to be
recognized when control of the asset transfers to the buyer, which will occur when the buyer has the ability to direct
the use of or obtain substantially all of the remaining benefits from the asset. This generally occurs when the
transaction closes and consideration is exchanged for control of the property.

In accordance with its election to apply the modified retrospective approach for all contracts, the Company recorded a
cumulative-effect adjustment of $8.1 million to its beginning retained earnings as of January 1, 2018, on the
Company’s Condensed Consolidated Statements of Changes in Equity and an adjustment to Investments in and
advances to real estate joint ventures on the Company’s Condensed Consolidated Balance Sheets. As of December 31,
2017, the Company had aggregate net deferred gains of $8.1 million relating to partial disposals of two operating real
estate properties prior to the adoption of ASU 2017-05, of which $6.9 million was included in Investments in and
advances to real estate joint ventures and $1.2 million was included in Other liabilities on the Company’s Condensed
Consolidated Balance Sheets. The Company had deferred these gains in accordance with prior guidance due to its
continuing involvement in the entities which acquired the operating real estate properties.

During the three months ended March 31, 2018, the Company sold a portion of its investment in a consolidated
operating property to its partner and amended the partnership agreement to provide for joint control of the entity. As a
result of the amendment, the Company no longer consolidates the entity and recognized a gain on change in control of
$6.8 million, in accordance with the adoption of ASU 2017-05 (See Footnote 3 to the Notes to the Company’s
Condensed Consolidated Financial Statements for additional disclosure regarding disposals), which is included in
Gain on sale of operating properties/ change in controls of interests on the Company’s Condensed Consolidated
Statements of Income.

New Accounting Pronouncements –
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       The following table represents ASUs to the FASB’s ASC that, as of March 31, 2018, are not yet effective for the
Company and for which the Company has not elected early adoption, where permitted:

ASU Description
Effective

Date

Effect on the
financial

statements or
other significant

matters

ASU 2016-13,
Financial Instruments –
Credit Losses (Topic
326): Measurement of
Credit Losses on
Financial Instruments

The new guidance introduces a new model for estimating
credit losses for certain types of financial instruments,
including loans receivable, held-to-maturity debt securities,
and net investments in direct financing leases, amongst other
financial instruments. ASU 2016-13 also modifies the
impairment model for available-for-sale debt securities and
expands the disclosure requirements regarding an entity’s
assumptions, models, and methods for estimating the
allowance for losses.

January 1,
2020; Early
adoption
permitted

The Company is
still assessing the
impact on its
financial position
and/or results of
operations.
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ASU
2016-02,
Leases
(Topic 842)

ASU
2018-01,
Leases
(Topic 842):
Land
Easement
Practical
Expedient
for

Transition
to Topic
842

This ASU sets out the principles for the
recognition, measurement, presentation
and disclosure of leases for both parties to
a contract (i.e. lessees and lessors). The
new standard requires lessees to apply a
dual approach, classifying leases as either
finance or operating leases based on the
principle of whether or not the lease is
effectively a financed purchase by the
lessee. This classification will determine
whether lease expense is recognized
based on an effective interest method or
on a straight-line basis over the term of
the lease. A lessee is also required to
record a right-of-use asset and a lease
liability for all leases with a term of
greater than 12 months regardless of their
classification. Leases with a term of 12
months or less will be accounted for
similar to existing guidance for operating
leases today. The new standard requires
lessors to account for leases using an
approach that is substantially equivalent
to existing guidance for sales-type leases,
direct financing leases and operating
leases. ASU 2016-02 supersedes the
previous leases standard, Leases (Topic
840).

In January 2018, the FASB issued ASU
2018-01, which includes amendments to
clarify land easements are within the
scope of the new leases standard (Topic
842) and provide an optional transition
practical expedient to not evaluate
whether existing and expired land
easements that were not previously
accounted for as leases under current
lease guidance in Topic 840 and are to be
accounted for or contain leases under
Topic 842. Early adoption is permitted as
of the original effective date.

January 1,
2019;
Early
adoption
permitted

The Company continues to evaluate the effect the
adoption will have on the Company’s financial
position and/or results of operations. However, the
Company currently believes that the adoption will
not have a material impact for operating leases
where it is a lessor and will continue to record
revenues from rental properties for its operating
leases on a straight-line basis. However, for leases
where the Company is a lessee, primarily for the
Company’s ground leases and administrative office
leases, the Company will be required to record a
lease liability and a right of use asset on its
Consolidated Balance Sheets at fair value upon
adoption. In addition, direct internal leasing costs
will continue to be capitalized, however, indirect
internal leasing costs previously capitalized will be
expensed. Within the terms of the Company’s leases
where the Company is the lessor, the Company is
entitled to receive reimbursement amounts from
tenants for operating expenses such as real estate
taxes, insurance and other CAM. Upon adoption of
this ASU, CAM reimbursement revenue will be
accounted for in accordance with ASU 2016-12
Revenue from Contracts with Customers (Topic
606). The Company continues to evaluate the effect
the adoption will have on this source of revenue.
However, the Company currently does not believe
the adoption will significantly affect the timing of
the recognition of the Company’s CAM
reimbursement revenue.
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The FASB approved an exposure draft in
March 2018 which provided lessors with
a practical expedient by class of
underlying assets to not separate
non-lease components from the lease
component. However, the practical
expedient would be limited to
circumstances in which: 1) the timing and
pattern of revenue recognition are the
same for the non-lease component and the
related lease component; and, 2) the
combined single lease component would
be classified as an operating lease.

The following ASUs to the FASB’s ASC have been adopted by the Company during the quarter ended March 31,
2018:

ASU Description Adoption
Date

Effect on the
financial

statements or
other significant

matters

ASU 2017-09,
Compensation – Stock
Compensation (Topic
718): Scope of
Modification
Accounting

The amendment provides guidance about which changes to the
terms or conditions of a share-based payment award require an
entity to apply modification accounting in Topic 718. Under the
new guidance, modification accounting is required only if the fair
value, the vesting conditions, or the classification of the award
(as equity or liability) changes as a result of the change in terms
or conditions. The new guidance will be applied prospectively to
awards modified on or after the adoption date.

January
1, 2018

There was no
material impact to
the Company’s
financial position
and/or results of
operations.
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ASU 2017-05, Other Income –
Gains and Losses from the
Derecognition of Nonfinancial
Assets (“Subtopic 610-20”):
Clarifying the Scope of Asset
Derecognition Guidance and
Accounting for Partial Sales of
Nonfinancial Assets

The amendment clarifies that a financial asset is
within the scope of Subtopic 610-20 if it meets
the definition of an in substance nonfinancial
asset and defines the term in substance
nonfinancial asset. ASU 2017-05 also clarifies
that nonfinancial assets within the scope of
Subtopic 610-20 may include nonfinancial
assets transferred within a legal entity to a
counterparty.  Subtopic 610-20, which was
issued in May 2014 as part of ASU 2014-09,
discussed below, provides guidance for
recognizing gains and losses from the transfer of
nonfinancial assets in contracts with
noncustomers. An entity is required to apply the
amendments in ASU 2017-05 at the same time it
applies the amendments in ASU 2014-09
discussed below. An entity may elect to apply
the amendments in ASU 2017-05 either
retrospectively to each period presented in the
financial statements in accordance with the
guidance on accounting changes in ASC Topic
250, Accounting Changes and Error
Corrections, paragraphs 10-45-5 through
10-45-10 (i.e. the retrospective approach) or
retrospectively with a cumulative-effect
adjustment to retained earnings as of the
beginning of the fiscal year of adoption (i.e. the
modified retrospective approach). An entity may
elect to apply all of the amendments in ASU
2017-05 and ASU 2014-09 using the same
transition method, or alternatively may elect to
use different transition methods.

January 1,
2018

The Company
adopted the provisions
of Subtopic
610-20 using the
modified retrospective
approach. The
Company has applied
the guidance to
disposals of
nonfinancial assets
(including real estate
assets) within the
scope of Subtopic
610-20, see above for
impact from the
adoption of this ASU.

ASU 2016-01, Financial
Instruments—Overall

(Subtopic 825-10): Recognition
and Measurement of Financial
Assets and Financial Liabilities

ASU 2018-03, Technical
Corrections and Improvements to
Financial
Instruments—Overall (Subtopic
825-10): Recognition and

The amendment addresses certain aspects of
recognition, measurement, presentation and
disclosure of financial instruments, including the
following:

(i)  Requires equity investments (excluding
those investments accounted for under the
equity method of accounting or those that result
in consolidation of the investee) with readily
determinable fair values to be measured at fair
value with the changes in fair value recognized
in net income; however, an entity may choose to
measure equity investments that do not have
readily determinable fair values at cost

January 1,
2018

Fiscal years
beginning
after
December
15, 2017,
and interim
periods
within those
fiscal years

Effective as of date of
adoption, changes in
fair value of the
Company’s
available-for-sale
marketable securities
are recognized in
Other income, net on
the Company’s
Condensed
Consolidated
Statements of Income.
See above and
Footnote 9 in the Notes
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Measurement of Financial Assets
and Financial Liabilities

minus impairment, if any, plus or minus changes
resulting from observable price changes in
orderly transactions for the identical or a similar
investment of the same issuer.

(ii) Simplifies the impairment assessment of
those equity investments without readily
determinable fair values by requiring a
qualitative assessment to identify impairment

(iii) Eliminates the disclosure of the method(s)
and significant assumptions used to estimate the
fair value for financial instruments measured at
amortized cost and changes the fair value
calculation for those investments

(iv) Changes the disclosure in other
comprehensive income for financial liabilities
that are measured at fair value in accordance
with the fair value options for financial
instruments

(v)  Clarifies that a deferred asset related to
available-for-sale securities should be included
in an entity's evaluation for a valuation
allowance.

The amendments clarify certain aspects of the
guidance issued in ASU 2016-01, discussed
below, primarily impacting the accounting for
equity investments, financial liabilities under the
fair value option, and the presentation and
disclosure requirements for financial
instruments.

beginning
after June
15, 2018.

to the Condensed
Consolidated Financial
Statements for impact
from the adoption of
this ASU. 
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ASU 2014-09,
Revenue from
Contracts with
Customers (Topic
606)

ASU 2015-14,
Revenue from
Contracts with
Customers (Topic
606): Deferral of
the Effective Date

ASU 2016-08,
Revenue from
Contracts with
Customers (Topic
606): Principal
versus Agent
Considerations

ASU 2016-10,
Revenue from
Contracts with
Customers (Topic
606): Identifying
performance
obligations and
licensing

ASU 2016-12,
Revenue from
Contracts with
Customers (Topic
606):
Narrow-scope
improvements and
practical expedients

ASU 2014-09 is a comprehensive new
revenue recognition model requiring a
company to recognize revenue to depict the
transfer of goods or services to a customer
at an amount reflecting the consideration it
expects to receive in exchange for those
goods or services. In adopting ASU
2014-09, companies may use either a full
retrospective or a modified retrospective
approach. ASU 2014-09 was anticipated to
be effective for the first interim period
within annual reporting periods beginning
after December 15, 2016, and early
adoption was not permitted.

In August 2015, the FASB issued ASU
2015-14, which delayed the effective date
of ASU 2014-09 by one year making it
effective for the first interim period within
annual reporting periods beginning after
December 15, 2017.

Subsequently, in March 2016, the FASB
issued ASU 2016-08, which further clarifies
the implementation guidance on principal
versus agent considerations, and in April
2016, the FASB issued ASU 2016-10, an
update on identifying performance
obligations and accounting for licenses of
intellectual property.

Additionally, in May 2016, the FASB issued
ASU 2016-12, which includes amendments
for enhanced clarification of the guidance.
Early adoption is permitted as of the
original effective date.

January
1, 2018

The Company’s revenue-producing contracts
are primarily leases that are not within the
scope of this standard, except for the lease
component relating to common area
maintenance (“CAM”) reimbursement revenue,
which will be within the scope of this
standard upon the effective date of ASU
2016-02, Leases (Topic 842).

The revenues which are within the scope of
this standard include other ancillary income
earned through the Company’s operating
properties as well as fees for services
performed at various unconsolidated joint
ventures which the Company manages.
These fees primarily include property and
asset management fees, leasing fees,
development fees and property
acquisition/disposition fees. The Company
believes the timing of recognition and
amount of these revenues will be generally
consistent with the previous recognition and
measurement. See above for impact from the
adoption of this ASU.

ASU 2016-18, This amendment requires entities to show
the changes in the total of cash, cash

January
1,

There was no material impact to the
Company’s financial position and/or results of
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Statement of Cash

Flows (Topic 230):

Restricted Cash

equivalents, restricted cash, and restricted
cash equivalents in the statement of cash
flows. The amendment should be applied
using a retrospective transition method to
each period presented.

2018 operations.

3. Operating Property Activities

Acquisitions and Dispositions –

During January 2018, the Company acquired a land parcel adjacent to an existing shopping center located in
Ardmore, PA for a purchase price of $3.4 million.

The table below summarizes the Company’s disposition activity relating to consolidated operating properties and
parcels, in separate transactions (dollars in millions):

Three
Months
Ended March
31,
2018 2017

Aggregate sales price $202.5 $57.8
Gain on sale of operating properties $50.2 $1.7
Impairment charges $2.4 $1.2
Number of operating properties sold 19 4
Number of out-parcels sold 1 2

In addition, during March 2018, the Company sold a portion of its investment in a consolidated operating property to
its partner based on a gross fair value of $320.0 million, including $206.0 million of non-recourse mortgage debt, and
amended the partnership agreement to provide for joint control of the entity. As a result of the amendment, the
Company no longer consolidates the entity and as such, reduced noncontrolling interests by $43.8 million and
recognized a gain on change in control of $6.8 million (which is recorded in Gain on sale of operating
properties/change in control of interests on the Company’s Condensed Consolidated Statements of Income), in
accordance with the adoption of ASU 2017-05 effective as of January 1, 2018 (See Footnote 2 to the Notes to the
Company’s Condensed Consolidated Financial Statements for additional discussion). The Company now has an
investment in this unconsolidated property of $62.4 million, included in Investments in and advances to real estate
joint ventures on the Company’s Condensed Consolidated Balance Sheets. The Company’s share of this investment is
subject to change and is based upon a cash flow waterfall provision within the partnership agreement (54.8% as of the
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date of deconsolidation).

During the three months ended March 31, 2018, the Company disposed of four land parcels, in separate transactions,
for an aggregate sales price of $2.9 million, which resulted in an aggregate gain of $0.5 million, included in Other
income, net on the Company’s Condensed Consolidated Statements of Income.
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Impairments –

During the three months ended March 31, 2018, the Company recognized aggregate impairment charges of $7.6
million. These impairment charges consist of (i) $5.2 million related to adjustments to property carrying values for
properties which the Company has marketed for sale as part of its active capital recycling program and as such has
adjusted the anticipated hold periods for such properties and (ii) $2.4 million related to the sale of certain operating
properties, as discussed above. The Company’s estimated fair values of these properties were primarily based upon
estimated sales prices from signed contracts or letters of intent from third party offers. See Footnote 12 to the Notes to
the Company’s Condensed Consolidated Financial Statements for fair value disclosure.

4. Real Estate Under Development

The Company is engaged in various real estate development projects for long-term investment. As of March 31, 2018,
the Company had in progress a total of four active real estate development projects and two additional projects held
for future development.

The costs incurred to date for these real estate development projects are as follows (in thousands):

Property Name Location March
31, 2018

December
31, 2017

Grand Parkway Marketplace Spring, TX $45,063 $ 43,403
Dania Pointe (1) Dania Beach, FL 184,934 152,841
Mill Station Owings Mills, MD 35,689 34,347
Lincoln Square Philadelphia, PA 118,764 90,479
Avenues Walk (2) Jacksonville, FL 48,573 48,573
Promenade at Christiana (3) New Castle, DE 32,659 32,875
Total (4) $465,682 $ 402,518

(1)
These costs include expenditures for phase I and phase II offsite and infrastructure requirements.  During the
three months ended March 31, 2018, the Company acquired a parcel adjacent to this development project for a
purchase price of $4.6 million.

(2) Mixed-use project to be developed in the future.
(3) Land held for future development.

(4) Includes capitalized costs of interest, real estate taxes, insurance, legal costs and payroll of $31.8 million and
$27.7 million, as of March 31, 2018 and December 31, 2017, respectively. 
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During the three months ended March 31, 2018, the Company capitalized (i) interest of $3.0 million, (ii) real estate
taxes, insurance and legal costs of $0.7 million and (iii) payroll of $0.4 million, in connection with these real estate
development projects.

5. Investments in and Advances to Real Estate Joint Ventures

The Company and its subsidiaries have investments in and advances to various real estate joint ventures. These joint
ventures are engaged primarily in the operation of shopping centers which are either owned or held under long-term
operating leases. The Company and the joint venture partners have joint approval rights for major decisions, including
those regarding property operations. As such, the Company holds noncontrolling interests in these joint ventures and
accounts for them under the equity method of accounting.

The table below presents joint venture investments for which the Company held an ownership interest at March 31,
2018 and December 31, 2017 (in millions, except number of properties):

March 31,
2018

December
31, 2017

Joint Venture
Ownership

Interest

The
Company's
Investment

The
Company's
Investment

Prudential Investment Program (“KimPru” and “KimPru II”) (1) (2) (3)15.0% $ 185.6 $ 179.5
Kimco Income Opportunity Portfolio (“KIR”) (2) 48.6% 156.7 154.1
Canada Pension Plan Investment Board (“CPP”) (2) 55.0% 109.0 105.0
Other Joint Venture Programs (3) (4) Various 108.8 45.3
Total* $ 560.1 $ 483.9

* Representing 118 property interests and 24.1 million square feet of GLA, as of March 31, 2018, and 118 property
interests and 23.5 million square feet of GLA, as of December 31, 2017.

(1)
Represents four separate joint ventures, with four separate accounts managed by Prudential Global Investment
Management (“PGIM”), three of these ventures are collectively referred to as KimPru and the remaining venture is
referred to as KimPru II.

(2)
The Company manages these joint venture investments and, where applicable, earns property management fees,
construction management fees, property acquisition and disposition fees, leasing management fees and asset
management fees.

(3) As of December 31, 2017, the Company had aggregate net deferred gains of $6.9 million relating to the disposal of
operating properties prior to the adoption of ASU 2017-05. These deferred gains were included in the Company’s
investment above, of which $5.1 million relates to KimPru II and $1.8 million relates to Other Joint Venture
Programs. Upon adoption, the Company recorded a cumulative-effect adjustment of $6.9 million to its beginning
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retained earnings as of January 1, 2018 on the Company’s Condensed Consolidated Statements of Changes in
Equity. See Footnote 2 to the Notes to the Company’s Condensed Consolidated Financial Statements for further
detail and discussion.

(4)

During March 2018, the Company sold a portion of its investment in a consolidated operating property to its
partner and amended the partnership agreement to provide for joint control of the entity. As a result of the
amendment, the Company no longer consolidates the entity. The Company now has an investment in this
unconsolidated property of $62.4 million. See Footnotes 2 and 3 to the Notes to the Company’s Condensed
Consolidated Financial Statements for further detail and discussion.
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The table below presents the Company’s share of net income for the above investments which is included in Equity in
income of joint ventures, net on the Company’s Condensed Consolidated Statements of Income for the three months
ended March 31, 2018 and 2017 (in millions):

Three
Months
Ended
March 31,

Joint Venture 2018 2017
KimPru and KimPru II $2.9 $3.3
KIR 9.0 9.4
CPP 1.2 1.7
Other Joint Venture Programs 3.8 0.3
Total $16.9 $14.7

During the three months ended March 31, 2018, certain of the Company’s real estate joint ventures disposed of two
operating properties, in separate transactions, for an aggregate sales price of $17.1 million. These transactions resulted
in an aggregate gain to the Company of $2.1 million for the three months ended March 31, 2018.

During the three months ended March 31, 2017, certain of the Company’s real estate joint ventures disposed of five
operating properties, in separate transactions, for an aggregate sales price of $47.7 million. These transactions resulted
in an aggregate net gain to the Company of $0.9 million, before income taxes, for the three months ended March 31,
2017. In addition, during the three months ended March 31, 2017, the Company acquired a controlling interest in two
operating properties from certain joint ventures, in separate transactions, for a gross purchase price of $15.4 million.

The table below presents debt balances within the Company’s unconsolidated joint venture investments for which the
Company held noncontrolling ownership interests at March 31, 2018 and December 31, 2017 (dollars in millions):

As of March 31, 2018 As of December 31, 2017

Joint Venture

Mortgages
and

Notes
Payable,
Net

Weighted

Average

Interest
Rate

Weighted

Average

Remaining

Term
(months)*

Mortgages
and

Notes
Payable,
Net

Weighted

Average

Interest
Rate

Weighted

Average

Remaining

Term
(months)*

KimPru and KimPru II $624.4 3.77 % 56.8 $625.7 3.59 % 59.8
KIR 698.3 4.62 % 44.6 702.0 4.60 % 47.5
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CPP 85.0 3.22 % 1.0 84.9 2.91 % 4.0
Other Joint Venture Programs 481.1 4.33 % 77.7 287.6 4.41 % 27.2
Total $1,888.8 $1,700.2

* Includes extension options

6. Other Real Estate Investments

Preferred Equity Capital -

The Company previously provided capital to owners and developers of real estate properties through its Preferred
Equity Program. The Company’s maximum exposure to losses associated with its preferred equity investments is
primarily limited to its net investment. As of March 31, 2018, the Company’s net investment under the Preferred
Equity Program was $188.2 million relating to 319 properties, including 306 net leased properties.  During the three
months ended March 31, 2018, the Company recognized income of $10.0 million from its preferred equity
investments, including $4.7 million in profit participation earned from two capital transactions. During the three
months ended March 31, 2017, the Company earned $3.8 million from its preferred equity investments. These
amounts are included in Equity in income of other real estate investments, net on the Company’s Condensed
Consolidated Statements of Income.

7. Variable Interest Entities (“VIE”)

Included within the Company’s consolidated operating properties at March 31, 2018 and December 31, 2017, are 22
and 24 consolidated entities that are VIEs, respectively, for which the Company is the primary beneficiary. These
entities have been established to own and operate real estate property. The Company’s involvement with these entities
is through its majority ownership and management of the properties. The entities were deemed VIEs primarily
because the unrelated investors do not have substantive kick-out rights to remove the general or managing partner by a
vote of a simple majority or less and they do not have substantive participating rights. The Company determined that
it was the primary beneficiary of these VIEs as a result of its controlling financial interest. At March 31, 2018, total
assets of these VIEs were $889.6 million and total liabilities were $71.7 million. At December 31, 2017, total assets of
these VIEs were $1.2 billion and total liabilities were $383.5 million.
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The majority of the operations of these VIEs are funded with cash flows generated from the properties. The Company
has not provided financial support to any of these VIEs that it was not previously contractually required to provide,
which consists primarily of funding any capital expenditures, including tenant improvements, which are deemed
necessary to continue to operate the entity and any operating cash shortfalls that the entity may experience.

Additionally, included within the Company’s real estate development projects at March 31, 2018 and December 31,
2017, are two and three consolidated entities that are VIEs, respectively, for which the Company is the primary
beneficiary. These entities have been established to develop real estate properties to hold as long-term investments.
The Company’s involvement with these entities is through its majority ownership and management of the properties.
These entities were deemed VIEs primarily based on the fact that the equity investments at risk are not sufficient to
permit the entities to finance their activities without additional financial support. The initial equity contributed to these
entities was not sufficient to fully finance the real estate construction as development costs are funded by the partners
throughout the construction period. The Company determined that it was the primary beneficiary of these VIEs as a
result of its controlling financial interest. At March 31, 2018, total assets of these real estate development VIEs were
$296.2 million and total liabilities were $42.9 million. At December 31, 2017, total assets of these real estate
development VIEs were $307.9 million and total liabilities were $34.2 million.

Substantially all the projected development costs to be funded for these two real estate development projects,
aggregating $106.0 million, will be funded with capital contributions from the Company, when contractually
obligated. The Company has not provided financial support to these VIEs that it was not previously contractually
required to provide.

All liabilities of these consolidated VIEs are non-recourse to the Company (“VIE Liabilities”). The assets of the
unencumbered VIEs are not restricted for use to settle only the obligations of these VIEs. The remaining VIE assets
are encumbered by third party non-recourse mortgage debt. The assets associated with these encumbered VIEs
(“Restricted Assets”) are collateral under the respective mortgages and are therefore restricted and can only be used to
settle the corresponding liabilities of the VIE. The table below summarizes the consolidated VIEs and the
classification of the Restricted Assets and VIE Liabilities on the Company’s Condensed Consolidated Balance Sheets
are as follows (dollars in millions):

As of
March
31,
2018

As of
December
31, 2017

Number of unencumbered VIEs 21 22
Number of encumbered VIEs 3 5
Total number of consolidated VIEs 24 27

Restricted Assets:
Real estate, net $ 104.4 $ 627.5
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Cash and cash equivalents 3.1 9.8
Accounts and notes receivable, net 1.5 3.2
Other assets 2.3 4.5
Total Restricted Assets $ 111.3 $ 645.0

VIE Liabilities:
Mortgages payable, net $ 35.9 $ 340.9
Other liabilities 78.7 76.8
Total VIE Liabilities $ 114.6 $ 417.7

8. Mortgages and Other Financing Receivables

The Company has various mortgages and other financing receivables which consist of loans acquired and loans
originated by the Company. The Company reviews payment status to identify performing versus non-performing
loans. As of March 31, 2018, the Company had a total of 11 loans aggregating $21.4 million, of which all were
identified as performing loans.

9. Marketable Securities

Effective January 1, 2018, in accordance with the adoption of ASU 2016-01, the Company now recognizes changes in
the fair value of equity investments with readily determinable fair values in net income. In addition, the Company
recorded a cumulative-effect adjustment of $1.1 million to its beginning retained earnings as of January 1, 2018,
which is reflected in Cumulative distributions in excess of net income on the Company’s Condensed Consolidated
Statements of Changes in Equity, to reclassify unrealized losses previously reported in AOCI for available-for-sale
marketable securities. Also, during the three months ended March 31, 2018, the Company recognized a net loss on
changes in fair value of its available-for-sale marketable securities of $1.5 million in Other income, net on the
Company’s Condensed Consolidated Statements of Income.
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10. Mortgages Payable

During the three months ended March 31, 2018, the Company (i) deconsolidated $206.0 million of individual
non-recourse mortgage debt relating to an operating property for which the Company no longer has a controlling
interest in and (ii) repaid $161.9 million of maturing mortgage debt (including fair market value adjustments of $0.4
million) that encumbered two operating properties.

Additionally, during the three months ended March 31, 2018, the Company disposed of an encumbered property
through foreclosure. The transaction resulted in a net decrease in mortgage debt of $12.4. In addition, the Company
recognized a gain on forgiveness of debt of $4.3 million and relief of accrued interest of $3.4 million, both of which
are included in Other income, net in the Company’s Condensed Consolidated Statements of Income.

11. Noncontrolling Interests

      Noncontrolling interests represent the portion of equity that the Company does not own in entities it consolidates
as a result of having a controlling interest or determined that the Company was the primary beneficiary of a VIE in
accordance with the provisions of the FASB’s Consolidation guidance.  The Company accounts and reports for
noncontrolling interests in accordance with the Consolidation guidance and the Distinguishing Liabilities from Equity
guidance issued by the FASB. The Company identifies its noncontrolling interests separately within the equity section
on the Company’s Condensed Consolidated Balance Sheets. The amounts of consolidated net income attributable to
the Company and to the noncontrolling interests are presented separately on the Company’s Condensed Consolidated
Statements of Income.  During the three months ended March 31, 2018, there were various transactions that had an
impact on noncontrolling interest. See Footnotes 3 and 5 of the Notes to Condensed Consolidated Financial
Statements for additional information regarding specific transactions.

In addition, during the three months ended March 31, 2018, the Company acquired its partners’ interest in three
consolidated entities, in two separate transactions, for an aggregate purchase price of $3.4 million. These transactions
resulted in a net decrease in Noncontrolling interest of $4.6 million and a corresponding net increase in Paid-in capital
of $1.2 million on the Company’s Condensed Consolidated Balance Sheets. There are no remaining partners in two of
these consolidated entities.

      Included within noncontrolling interests are units that were determined to be contingently redeemable that are
classified as Redeemable noncontrolling interests and presented in the mezzanine section between Total liabilities and
Stockholder’s equity on the Company’s Condensed Consolidated Balance Sheets.
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12. Fair Value Measurements

All financial instruments of the Company are reflected in the accompanying Condensed Consolidated Balance Sheets
at amounts which, in management’s estimation, based upon an interpretation of available market information and
valuation methodologies, reasonably approximate their fair values except those listed below, for which fair values are
disclosed. The valuation method used to estimate fair value for fixed-rate and variable-rate debt is based on
discounted cash flow analyses, with assumptions that include credit spreads, market yield curves, trading activity, loan
amounts and debt maturities. The fair values for marketable securities are based on published values, securities dealers’
estimated market values or comparable market sales. Such fair value estimates are not necessarily indicative of the
amounts that would be realized upon disposition.

As a basis for considering market participant assumptions in fair value measurements, the FASB’s Fair Value
Measurements and Disclosures guidance establishes a fair value hierarchy that distinguishes between market
participant assumptions based on market data obtained from sources independent of the reporting entity (observable
inputs that are classified within Levels 1 and 2 of the hierarchy) and the reporting entity’s own assumptions about
market participant assumptions (unobservable inputs classified within Level 3 of the hierarchy).

The following are financial instruments for which the Company’s estimate of fair value differs from the carrying
amounts (in thousands):

March 31, 2018 December 31, 2017

Carrying

Amounts

Estimated

Fair
Value

Carrying

Amounts

Estimated

Fair Value

Notes payable, net (1) $4,597,967 4,418,144 $4,596,140 $4,601,479
Mortgages payable, net (2) $499,355 494,366 $882,787 $881,427

(1)

The Company determined that the valuation of its Senior Unsecured Notes were classified within Level 2 of the
fair value hierarchy and its Credit Facility was classified within Level 3 of the fair value hierarchy.  The estimated
fair value amounts classified as Level 2 as of March 31, 2018 and December 31, 2017, were $4.4 billion and $4.6
billion, respectively. The estimated fair value amounts classified as Level 3 as of March 31, 2018 and December
31, 2017, were $2.2 million and $1.9 million, respectively.

(2) The Company determined that its valuation of Mortgages payable, net was classified within Level 3 of the fairvalue hierarchy. 
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The Company has certain financial instruments that must be measured under the FASB’s Fair Value Measurements
and Disclosures guidance, including available for sale securities. The Company currently does not have non-financial
assets and non-financial liabilities that are required to be measured at fair value on a recurring basis.

The tables below present the Company’s financial assets and liabilities measured at fair value on a recurring basis as
of  March 31, 2018 and December 31, 2017, aggregated by the level in the fair value hierarchy within which those
measurements fall (in thousands):

Balance
at

March
31,
2018

Level 1 Level
2

Level
3

Assets:
Marketable equity securities $10,334 $10,334 $ - $ -
Liabilities:
Interest rate swaps $66 $- $ 66 $ -

Balance
at

December
31, 2017

Level 1 Level
2

Level
3

Assets:
Marketable equity securities $ 11,936 $11,936 $ - $ -
Liabilities:
Interest rate swaps $ 344 $- $344 $ -

Assets measured at fair value on a non-recurring basis during the three months ended March 31, 2018 and the year
ended December 31, 2017, are as follows (in thousands): 

Balance
at

March
31, 2018

Level
1

Level
2 Level 3

Real estate $104,850 $ - $ - $104,850
Investments in real estate joint ventures (1) $62,429 $ - $ - $62,429
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Balance
at

December
31, 2017

Level
1

Level
2 Level 3

Real estate $ 108,313 $ - $ - $108,313

(1) Fair value measurement as of date of deconsolidation. See Footnotes 3 and 5 to the Notes to the Company’sCondensed Consolidated Financial Statements for further detail and discussion.

During the three months ended March 31, 2018 and 2017, the Company recognized impairment charges related to
adjustments to property carrying values of $7.6 million and $1.6 million, respectively. The Company’s estimated fair
values of these properties were primarily based upon estimated sales prices from signed contracts or letters of intent
from third party offers for which the Company does not have access to the unobservable inputs used to determine
these estimated fair values. Based on these inputs, the Company determined that its valuation of these investments was
classified within Level 3 of the fair value hierarchy. (See Footnote 3 to the Notes to the Company’s Condensed
Consolidated Financial Statements for additional discussion regarding impairment charges).

13. Preferred Stock and Common Stock

The Company’s outstanding Preferred Stock is detailed below:

As of March 31, 2018

Class of

Preferred

Stock

Shares

Authorized

Shares

Issued and

Outstanding

Liquidation

Preference

(in
thousands)

Dividend

Rate

Annual

Dividend
per

Depositary

Share

Par

Value

Optional

Redemption

Date

Class I 18,400 7,000 $175,000 6.000 % $ 1.50000 $1.00 3/20/2017
Class J 9,000 9,000 225,000 5.500 % $ 1.37500 $1.00 7/25/2017
Class K 8,050 7,000 175,000 5.625 % $ 1.40625 $1.00 12/7/2017
Class L 10,350 9,000 225,000 5.125 % $ 1.28125 $1.00 8/16/2022
Class M (1) 10,580 10,580 264,500 5.250 % $ 1.31250 $1.00 12/20/2022

42,580 $1,064,500
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(1)

During January 2018, the underwriting financial institutions for the Class M issuance elected to exercise the
over-allotment option and as a result, the Company issued an additional 1,380,000 Class M Depositary Shares,
each representing a one-thousandth fractional interest in a share of the Company's 5.250% Class M Cumulative
Redeemable Preferred Stock, $1.00 par value per share. The Company received net proceeds before expenses of
$33.4 million from this over-allotment issuance.
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As of December 31, 2017

Class of

Preferred

Stock

Shares

Authorized

Shares

Issued and

Outstanding

Liquidation

Preference

(in
thousands)

Dividend

Rate

Annual

Dividend
per

Depositary

Share

Par

Value

Optional

Redemption

Date

Class I 18,400 7,000 $175,000 6.000 % $ 1.50000 $1.00 3/20/2017
Class J 9,000 9,000 225,000 5.500 % $ 1.37500 $1.00 7/25/2017
Class K 8,050 7,000 175,000 5.625 % $ 1.40625 $1.00 12/7/2017
Class L 10,350 9,000 225,000 5.125 % $ 1.28125 $1.00 8/16/2022
Class M 10,580 9,200 230,000 5.250 % $ 1.31250 $1.00 12/20/2022

41,200 $1,030,000

During February 2018, the Company’s Board of Directors authorized a share repurchase program, pursuant to which
the Company may repurchase shares of its common stock, par value $0.01 per share, with an aggregate gross purchase
price of up to $300.0 million. During the three months ended March 31, 2018, the Company repurchased 1,600,000
shares for aggregate purchase price of $24.3 million. As of March 31, 2018, the Company had $275.7 million
available under this common share repurchase program.

14. Supplemental Schedule of Non-Cash Investing / Financing Activities

The following schedule summarizes the non-cash investing and financing activities of the Company for the three
months ended March 31, 2018 and 2017 (in thousands):

2018 2017
Disposition of real estate interests by foreclosure of debt $7,444 $-
Forgiveness of debt due to foreclosure $12,415 $-
Surrender of restricted common stock $3,374 $4,991
Declaration of dividends paid in succeeding period $132,209 $124,680
Capital expenditures accrual $84,932 $34,386
Deemed contribution from noncontrolling interest $- $10,000
Consolidation of Joint Ventures:
Increase in real estate and other assets $- $15,061
Increase in mortgages payable, other liabilities and noncontrolling interests $- $1,270
Deconsolidation of Joint Ventures:
Decrease in real estate and other assets $300,299 $-
Increase in investments in and advances to real estate joint ventures $62,429 $-
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Decrease in mortgages payable, other liabilities and noncontrolling interests $248,274 $-

15. Incentive Plans

The Company accounts for equity awards in accordance with FASB’s Compensation – Stock Compensation guidance
which requires that all share based payments to employees, including grants of employee stock options, restricted
stock and performance shares, be recognized in the Condensed Consolidated Statements of Income over the service
period based on their fair values. Fair value is determined, depending on the type of award, using either the
Black-Scholes option pricing formula or the Monte Carlo method for performance shares, both of which are intended
to estimate the fair value of the awards at the grant date. Fair value of restricted shares is calculated based on the price
on the date of grant.

The Company recognized expenses associated with its equity awards of $5.2 million and $9.6 million for the three
months ended March 31, 2018 and 2017, respectively.  As of March 31, 2018, the Company had $42.3 million of total
unrecognized compensation cost related to unvested stock compensation granted under the Plans.  That cost is
expected to be recognized over a weighted average period of approximately 3.3 years.

16. Accumulated Other Comprehensive Income

In accordance with the adoption of ASU 2016-01, the Company recorded a cumulative-effect adjustment of $1.1
million to beginning retained earnings as of January 1, 2018, which is reflected in Cumulative distributions in excess
of net income on the Company’s Condensed Consolidated Statements of Changes in Equity, to reclassify unrealized
losses previously reported in AOCI for available-for-sale marketable securities (See Footnotes 2 and 9 to the Notes to
the Company’s Condensed Consolidated Financial Statements for additional disclosure).

The following tables display the change in the components of accumulated other comprehensive income for the three
months ended March 31, 2018 and 2017 (in thousands):

Unrealized
Loss

on Interest
Rate

Swaps
Balance as of January 1, 2018, as adjusted $ (344 )
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Other comprehensive income before reclassifications 278
Amounts reclassified from AOCI -
Net current-period other comprehensive income
Balance as of March 31, 2018 $ (66 )
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Foreign

Currency

Translation

Adjustments

Unrealized Gains

Related to Available-

for-Sale Securities

Unrealized

Loss on
Interest

Rate
Swaps

Total

Balance as of January 1, 2017 $ 6,335 $ 406 $ (975 ) $5,766
Other comprehensive income before reclassifications 503 28 188 719
Amounts reclassified from AOCI - - - -
Net current-period other comprehensive income 503 28 188 719
Balance as of March 31, 2017 $ 6,838 $ 434 $ (787 ) $6,485

17. Earnings Per Share

The following table sets forth the reconciliation of earnings and the weighted average number of shares used in the
calculation of basic and diluted earnings per share (amounts presented in thousands except per share data):

Three Months
Ended
March 31,
2018 2017

Computation of Basic and Diluted Earnings Per Share:
Net income available to the Company's common shareholders $129,501 $65,178
Earnings attributable to participating securities (599 ) (531 )
Net income available to the Company’s common shareholders for basic earnings per share 128,902 64,647
Distributions on convertible units 244 -
Net income available to the Company’s common shareholders for diluted earnings per share $129,146 $64,647

Weighted average common shares outstanding – basic 423,404 423,381
Effect of dilutive securities (1):
Equity awards 287 765
Assumed conversion of convertible units 830 -
Weighted average common shares outstanding – diluted 424,521 424,146

Net income available to the Company's common shareholders:
Basic earnings per share $0.30 $0.15
Diluted earnings per share $0.30 $0.15

(1) The effect of the assumed conversion of certain convertible units had an anti-dilutive effect upon the calculation of
Income from continuing operations per share. Accordingly, the impact of such conversions has not been included
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in the determination of diluted earnings per share calculations. Additionally, there were 3.3 million and 3.4
million stock options that were not dilutive as of March 31, 2018 and 2017, respectively, and 1.9 million shares of
restricted stock that were not dilutive as of March 31, 2018.

The Company's unvested restricted share awards contain non-forfeitable rights to distributions or distribution
equivalents. The impact of the unvested restricted share awards on earnings per share has been calculated using the
two-class method whereby earnings are allocated to the unvested restricted share awards based on dividends declared
and the unvested restricted shares' participation rights in undistributed earnings.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

This Quarterly Report on Form 10-Q, together with other statements and information publicly disseminated by Kimco
Realty Corporation (the “Company”) contains certain forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The
Company intends such forward-looking statements to be covered by the safe harbor provisions for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995 and includes this statement for purposes
of complying with the safe harbor provisions. Forward-looking statements, which are based on certain assumptions
and describe the Company’s future plans, strategies and expectations, are generally identifiable by use of the words
“believe,” “expect,” “intend,” “anticipate,” “estimate,” “project,” “will,” “target,” “forecast” or similar expressions. You should not rely
on forward-looking statements since they involve known and unknown risks, uncertainties and other factors which
are, in some cases, beyond the Company’s control and could materially affect actual results, performances or
achievements. Factors which may cause actual results to differ materially from current expectations include, but are
not limited to (i) general adverse economic and local real estate conditions, (ii) the inability of major tenants to
continue paying their rent obligations due to bankruptcy, insolvency or a general downturn in their business, (iii)
financing risks, such as the inability to obtain equity, debt or other sources of financing or refinancing on favorable
terms to the Company, (iv) the Company’s ability to raise capital by selling its assets, (v) changes in governmental
laws and regulations and management’s ability to estimate the impact of such changes, (vi) the level and volatility of
interest rates and foreign currency exchange rates and managements’ ability to estimate the impact thereof, (vii) risks
related to the Company’s international operations, (viii) the availability of suitable acquisition, disposition,
development and redevelopment opportunities, and risks related to acquisitions not performing in accordance with our
expectations, (ix) valuation and risks related to the Company’s joint venture and preferred equity investments, (x)
valuation of marketable securities and other investments, (xi) increases in operating costs, (xii) changes in the
dividend policy for the Company’s common and preferred stock and the Company’s ability to pay dividends at current
levels, (xiii) the reduction in the Company’s income in the event of multiple lease terminations by tenants or a failure
by multiple tenants to occupy their premises in a shopping center, (xiv) impairment charges, (xv) unanticipated
changes in the Company’s intention or ability to prepay certain debt prior to maturity and/or hold certain securities
until maturity and (xvi) the risks and uncertainties identified under Item 1A, “Risk Factors” in our Annual Report on
Form 10-K for the year-ended December 31, 2017. Accordingly, there is no assurance that the Company’s expectations
will be realized. The Company disclaims any intention or obligation to update the forward-looking statements,
whether as a result of new information, future events or otherwise. You are advised to refer to any further disclosures
the Company makes or related subjects in the Company’s Current Reports on Form 8-K that the Company files with
the Securities and Exchange Commission (“SEC”).

The following discussion should be read in conjunction with the accompanying Condensed Consolidated Financial
Statements and Notes thereto.  These unaudited financial statements include all adjustments which are, in the opinion
of management, necessary to reflect a fair statement of the results for the interim periods presented, and all such
adjustments are of a normal recurring nature.
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Executive Overview

Kimco Realty Corporation, a Maryland corporation, is one of North America’s largest publicly traded owners and
operators of open-air shopping centers.   The terms “Kimco,” the “Company,” “we,” “our” and “us” each refer to Kimco Realty
Corporation and our subsidiaries, unless the context indicates otherwise.  The Company’s mission is to create
destinations for everyday living that inspire a sense of community and deliver value to our many stakeholders.

The Company is a self-administered real estate investment trust (“REIT”) and has owned and operated open-air
shopping centers for 60 years.  The Company has not engaged, nor does it expect to retain, any REIT advisors in
connection with the operation of its properties. As of March 31, 2018, the Company had interests in 475 shopping
center properties (the “Combined Shopping Center Portfolio”), aggregating 80.7 million square feet of gross leasable
area (“GLA”), located in 29 states and Puerto Rico. In addition, the Company had 331 other property interests, primarily
through the Company’s preferred equity investments and other real estate investments, totaling 5.5 million square feet
of GLA. The Company’s ownership interests in real estate consist of its consolidated portfolio and portfolios where the
Company owns an economic interest, such as properties in the Company’s investment real estate management
programs, where the Company partners with institutional investors and also retains management.  

The Company’s operating strategies are to (i) own and operate its shopping center properties at their highest potential
through maximizing and maintaining rental income and occupancy levels, (ii) attract local area customers to its
shopping centers, which offer day-to-day necessities rather than high-priced luxury items, and (iii) maintain a strong
balance sheet.

The Company’s investment strategy is to invest capital into high quality assets which are concentrated in major metro
markets that provide opportunity for growth while disposing of lesser quality assets in more undesirable locations.
Through this strategy, the Company has steadily progressed in its transformation of its portfolio and will continue
these efforts as deemed necessary to maximize the quality and growth of its portfolio. The properties acquired are
primarily located in major metro areas allowing tenants to generate higher foot traffic resulting in higher sales volume.
The Company believes that this will enable it to maintain higher occupancy levels, rental rates and rental growth.
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The Company’s investment strategy also includes the retail re-tenanting, renovation and expansion of its existing
centers and acquired centers. The Company may selectively acquire established income-producing real estate
properties and properties requiring significant re-tenanting and redevelopment, primarily in geographic regions in
which the Company presently operates. Additionally, the Company may selectively acquire land parcels in its key
markets for real estate development projects for long-term investment. The Company may consider investments in
other real estate sectors and in geographic markets where it does not presently operate should suitable opportunities
arise. The Company also continues to simplify its business by reducing the number of joint venture investments and
pursuing redevelopment opportunities to increase overall value within its portfolio.

As part of the Company’s investment strategy each property is evaluated for its highest and best use, which may
include residential and mixed-use components. In addition, the Company may consider other opportunistic
investments related to retailer controlled real estate such as, repositioning underperforming retail locations, retail real
estate financing and bankruptcy transaction support. The Company has an active capital recycling program which
provides for the disposition of certain properties. If the Company accepts sales prices for any of these assets that are
less than their net carrying values, the Company would be required to take impairment charges and such amounts
could be material.

Results of Operations

Comparison of the three months ended March 31, 2018 and 2017

The following table presents the comparative results from the Company’s Condensed Consolidated Statements of
Income for the three months ended March 31, 2018, as compared to the corresponding period in 2017 (in thousands,
except per share data):

Three Months Ended March
31,

2018 2017 $
Change

Revenues
Revenues from rental properties $230,415 $227,711 $2,704
Reimbursement income 63,716 58,129 5,587
Other rental property income 5,586 3,551 2,035
Management and other fee income 4,361 4,197 164
Operating expenses
Rent (1) (2,818 ) (2,783 ) (35 )
Real estate taxes (40,434 ) (38,269 ) (2,165 )
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Operating and maintenance (2) (43,331 ) (42,574 ) (757 )
General and administrative (3) (22,398 ) (22,230 ) (168 )
Provision for doubtful accounts (2,131 ) (1,404 ) (727 )
Impairment charges (7,646 ) (1,617 ) (6,029 )
Depreciation and amortization (81,382 ) (92,074 ) 10,692
Other income/(expense)
Other income, net 6,179 1,273 4,906
Interest expense (49,943 ) (46,482 ) (3,461 )
(Provision)/benefit for income taxes, net (52 ) 493 (545 )
Equity in income of joint ventures, net 16,913 14,733 2,180
Gain on change in control of interests - 10,188 (10,188)
Equity in income of other real estate investments, net 9,976 3,687 6,289
Gain on sale of operating properties/change in control of interests 56,971 1,686 55,285
Net loss/(income) attributable to noncontrolling interests 108 (1,482 ) 1,590
Preferred dividends (14,589 ) (11,555 ) (3,034 )
Net income available to the Company's common shareholders $129,501 $65,178 $64,323
Net income available to the Company:
Diluted per common share $0.30 $0.15 $0.15

(1)Rent expense relates to ground lease payments for which the Company is the lessee.

(2)
Operating and maintenance expense consists of property related costs including repairs and maintenance costs,
roof repair, landscaping, parking lot repair, snow removal, utilities, property insurance costs, security, personnel
costs related to property management services and various other property related expenses.

(3)
General and administrative costs include employee-related expenses (including salaries, bonuses, equity awards,
benefits, severance costs and payroll taxes but excluding property management personnel), professional fees,
office rent, travel expense and other company-specific expenses.

      The following describes the activity of certain line items from the Company’s Condensed Consolidated Statements
of Income, which it believes represent items that significantly changed during the three months ended March 31,
2018, as compared to the corresponding period in 2017:

Revenue from rental properties - The increase in Revenues from rental properties of $2.7 million is primarily from the
combined effect of (i) the acquisition and consolidation of operating properties during 2017, providing incremental
revenues for the three months ended March 31, 2018, of $10.1 million, as compared to the corresponding period in
2017, partially offset by (ii) a decrease in revenues of $7.4 million from properties sold during 2018 and 2017.
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Reimbursement income - The increase in Reimbursement income of $5.6 million is primarily from the combined
effect of (i) increased occupancy rates, nature and timing of spending and net growth in recovery rates for the current
portfolio, providing incremental revenues for the three months ended March 31, 2018, of $4.2 million, as compared to
the corresponding period in 2017, and (ii) the acquisition and consolidation of operating properties during 2017,
providing incremental revenues for the three months ended March 31, 2018, of $2.9 million, as compared to the
corresponding period in 2017, partially offset by (iii) a decrease in revenues of $1.5 million from properties sold
during 2018 and 2017.

Impairment charges - During the three months ended March 31, 2018 and 2017, the Company recognized impairment
charges related to adjustments to property carrying values of $7.6 million and $1.6 million, respectively, for which the
Company’s estimated fair values were primarily based upon signed contracts or letters of intent from third party offers.
These adjustments to property carrying values were recognized in connection with the Company’s efforts to market
certain properties and management’s assessment as to the likelihood and timing of such potential transactions. Certain
of the calculations to determine fair value utilized unobservable inputs and as such are classified as Level 3 of the fair
value hierarchy.

Depreciation and amortization - The decrease in Depreciation and amortization of $10.7 million is primarily due to (i)
a decrease of $10.1 million related to the acceleration of depreciable lives of assets within the Company’s
redevelopment projects during the three months ended March 31, 2018 as compared to the corresponding period in
2017 and (ii) a decrease of $4.5 million resulting from property dispositions and tenant vacates in 2018 and 2017,
partially offset by (iii) an increase of $3.9 million related to the acquisition/consolidation of operating properties
during 2017.

Other income, net - The increase in Other income, net of $4.9 million is primarily due to (i) the recognition of gain on
forgiveness of debt of $4.3 million and relief of accrued interest of $3.4 million resulting from the foreclosure of an
encumbered property during 2018, partially offset by (ii) a decrease of $1.5 million due to a net loss on
available-for-sale marketable securities during the three months ended March 31, 2018, and (iii) a decrease of $0.8
million due to foreign currency losses during the three months ended March 31, 2018, as compared to the
corresponding period in 2017.

Interest expense - The increase in Interest expense of $3.5 million is primarily the result of higher levels of
borrowings during the three months ended March 31, 2018, as compared to the corresponding period in 2017,
primarily related to the acquisition/consolidation of two encumbered operating properties during 2017.

Gain on change in control of interests - During the three months ended March 31, 2017, the Company acquired, in
separate transactions, a controlling interest in two operating properties from certain joint venture partners in which the
Company had noncontrolling interests. As a result of these transactions, the Company recorded an aggregate gain on
change in control of interests of $10.2 million related to the fair value adjustment associated with its previously held
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equity interest in these operating properties.

Equity in income of other real estate investments, net - The increase in Equity in income of other real estate
investments, net of $6.3 million is primarily due to an increase in profit participation from capital transactions related
to Company’s Preferred Equity Program during 2018, as compared to the corresponding period in 2017.

Gain on sale of operating properties/change in control of interests - During the three months ended March 31, 2018,
the Company disposed of 19 operating properties and one out-parcel, in separate transactions, for an aggregate sales
price of $202.5 million. These transactions resulted in (i) an aggregate gain of $50.2 million and (ii) aggregate
impairment charges of $2.4 million. In addition, during March 2018, the Company sold a portion of its investment in a
consolidated operating property to its partner and amended the partnership agreement to provide for joint control of
the entity. As a result of the amendment, the Company no longer consolidates the entity and as such, recognized a gain
on change in control of $6.8 million. During the three months ended March 31, 2017, the Company disposed of four
consolidated operating properties and two out-parcels, in separate transactions, for an aggregate sales price of $57.8
million. These transactions resulted in (i) an aggregate gain of $1.7 million and (ii) aggregate impairment charges of
$1.2 million.

Preferred dividends – The increase in Preferred dividends of $3.0 million is primarily due to the issuances of Class L
Preferred Stock and Class M Preferred Stock, partially offset by the partial redemption of Class I Preferred Stock for
the three months ended March 31, 2018, as compared to the corresponding period in 2017.

Net income available to the Company’s common shareholders and Diluted earnings per share - Net income available
to the Company’s common shareholders was $129.5 million for the three months ended March 31, 2018, as compared
to $65.2 million for the three months ended March 31, 2017. On a diluted per share basis, net income available to the
Company for the three months ended March 31, 2018, was $0.30 as compared to $0.15 for the three months ended
March 31, 2017. These changes are primarily attributable to (i) incremental earnings due to the acquisition of
operating properties during 2017, as well as increased profitability from the Company’s operating properties, (ii) an
increase in gains on sale of operating properties, including gain on change in control related to one property, (iii) a
decrease in depreciation and amortization, (iv) an increase in equity in income of other real estate investments, net,
and (v) an increase in other income, net, partially offset by (vi) a decrease from gain on change in control of interests,
(vii) an increase in impairment charges of operating properties, (viii) an increase in interest expense and (ix) an
increase in preferred dividends.
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 Tenant Concentration

The Company seeks to reduce its operating and leasing risks through diversification achieved by the geographic
distribution of its properties and a large tenant base. At March 31, 2018, the Company’s five largest tenants were TJX
Companies, Home Depot, Ahold Delhaize USA, Bed Bath & Beyond and Ross Stores, which represented 3.8%, 2.6%,
2.2%, 1.8% and 1.8%, respectively, of the Company’s annualized base rental revenues, including the proportionate
share of base rental revenues from properties in which the Company has less than a 100% economic interest.

Liquidity and Capital Resources

The Company’s capital resources include accessing the public debt and equity capital markets, mortgage and
construction loan financing, and immediate access to an unsecured revolving credit facility (the “Credit Facility”) with
bank commitments of $2.25 billion which can be increased to $2.75 billion through an accordion feature.

The Company’s cash flow activities are summarized as follows (in millions): 

Three Months
Ended March 31,
2018 2017

Cash and cash equivalents, beginning of the period $238,513 $142,486
Net cash flow provided by operating activities 192,279 157,052
Net cash flow provided by/ (used for) investing activities 79,426 (65,375 )
Net cash flow used for financing activities (291,905) (66,709 )
Change in cash and cash equivalents (20,200 ) 24,968
Cash and cash equivalents, end of the period $218,313 $167,454

Operating Activities

The Company anticipates that cash on hand, cash flows from operations, borrowings under its Credit Facility, and the
issuance of equity and public debt, as well as other debt and equity alternatives, will provide the necessary capital
required by the Company.  
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Cash flows provided by operating activities for the three months ended March 31, 2018, was $192.3 million, as
compared to $157.1 million for the comparable period in 2017. The increase of $35.2 million is primarily attributable
to:

●the acquisition of operating properties during 2017;
●new leasing, expansion and re-tenanting of core portfolio properties;
●an increase in operational distributions from the Company’s joint venture programs; and
●changes in operating assets and liabilities due to timing of receipts and payments; partially offset by
●an increase in interest expense.

During the three months ended March 31, 2018 and 2017, the Company capitalized personnel costs of $2.9 million
and $3.0 million, respectively, relating to deferred leasing costs.

Investing Activities

Cash flows provided by investing activities was $79.4 million for 2018, as compared to cash flows used for investing
activities of $65.4 million for 2017. Investing activities during 2018 consisted primarily of:

Cash inflows:

●$184.6 million in proceeds from the sale of 19 consolidated operating properties, one out-parcel and four landparcels.
Cash outflows:

●$95.3 million for improvements to operating real estate related to the Company’s active redevelopment pipeline andimprovements to real estate under development;

●$7.9 million for acquisition of operating real estate and other related net assets, including one land parcel, andacquisition of real estate under development related to one development project; and

●$5.9 million for investments in and advances to real estate joint ventures, primarily related to a redevelopmentprojects at properties within the Company’s joint venture portfolio.

Investing activities during 2017 consisted primarily of:

Cash inflows:

●$56.5 million in proceeds from the sale of operating properties related to four consolidated operating properties andtwo out-parcels; and

●
$17.3 million in reimbursements of investments in and advances to real estate joint ventures, primarily related to
disposition of properties within the joint venture portfolio, and reimbursements of investments and advances to other
real estate investments.
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Cash outflows:

●$74.5 million for improvements to operating real estate related to the Company’s active redevelopment pipeline andimprovements to real estate under development;

●
$48.4 million for acquisition of operating real estate and other related net assets, including three consolidated
operating properties and a parcel, and acquisition of real estate under development related to a development project;
and

●$16.9 million for investments in and advances to real estate joint ventures, primarily related to a redevelopmentproject in one joint venture and the repayment of a mortgage in another joint venture.

Acquisitions of Operating Real Estate and Other Related Net Assets-

       During the three months ended March 31, 2018 and 2017, the Company expended $3.3 million and $38.4 million,
respectively, towards the acquisition of operating real estate properties and parcels adjacent to operating real estate
properties. The Company continues to transform the quality of its portfolio by disposing of lesser quality assets and
acquiring larger, higher quality properties in key markets identified by the Company. The Company anticipates
spending up to $50.0 million towards the acquisition of operating properties during 2018, if suitable opportunities
arise. The Company intends to fund these acquisitions with proceeds from property dispositions.

Improvements to Operating Real Estate-

During the three months ended March 31, 2018 and 2017, the Company expended $40.4 million and $30.1 million,
respectively, towards improvements to operating real estate. These amounts consist of the following (in thousands):

Three Months
Ended March 31,
2018 2017

Redevelopment and renovations $28,477 $24,034
Tenant improvements and tenant allowances 9,851 4,075
Other 2,056 1,944
Total improvements (1) $40,384 $30,053

(1)
During the three months ended March 31, 2018 and 2017, the Company capitalized payroll of $0.9 million and
$0.8 million, respectively, and capitalized interest of $0.7 million and $0.5 million, respectively, in connection
with the Company’s improvements to operating real estate.
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The Company has an ongoing program to redevelop and re-tenant its properties to maintain or enhance its competitive
position in the marketplace. The Company is actively pursuing redevelopment opportunities within its operating
portfolio which it believes will increase the overall value by bringing in new tenants and improving the assets’ value.
The Company has identified three categories of redevelopment, (i) large scale redevelopment, which involves
demolishing and building new square footage, (ii) value creation redevelopment, which includes the subdivision of
large anchor spaces into multiple tenant layouts, and (iii) creation of out-parcels and pads located in the front of the
shopping center properties. The Company anticipates its capital commitment toward these redevelopment projects and
re-tenanting efforts during 2018 will be approximately $225.0 million to $300.0 million. The funding of these capital
requirements will be provided by proceeds from property dispositions, cash flow from operating activities,
construction financing, where applicable, and availability under the Company’s Credit Facility.

Real Estate Under Development-

The Company is engaged in select real estate development projects, which are expected to be held as long-term
investments. As of March 31, 2018, the Company had in progress a total of four active real estate development
projects and two additional projects held for future development. During the three months ended March 31, 2018 and
2017, the Company expended $54.9 million and $44.4 million, respectively, towards improvements to real estate
under development. The Company capitalized (i) interest of $3.0 million and $2.4 million, (ii) real estate taxes,
insurance and legal costs of $0.7 million and $0.8 million and (iii) payroll of $0.4 million and $1.3 million during the
three months ended March 31, 2018 and 2017, respectively, in connection with these real estate development projects.
The Company anticipates the total remaining costs to complete these four active projects to be approximately $175.0
million to $250.0 million. The Company anticipates its capital commitment toward these development projects during
2018 will be approximately $150.0 million to $225.0 million. The funding of these capital requirements will be
provided by proceeds from property dispositions, cash flow from operating activities and availability under the
Company’s Credit Facility.
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Financing Activities

Cash flow used for financing activities was $291.9 million for 2018, as compared to $66.7 million for 2017. Financing
activities during 2018 primarily consisted of the following:

Cash inflows:

●$33.1 million in proceeds from issuance of Class M Preferred Stock relating to the exercise of the over-allotmentoption.
Cash outflows:

●$165.0 million for principal payments on debt (related to the repayment of debt on two encumbered properties),including normal amortization on rental property debt;
●$130.2 million of dividends paid;
●$24.3 million for the repurchase of common stock; and

●$5.0 million for conversion/distribution of noncontrolling interests, primarily related to the redemption of certainpartnership units by consolidated subsidiaries.

Financing activities during 2017 primarily consisted of:

Cash inflows:

●$400.0 million in proceeds from issuance of Senior Unsecured Notes.
Cash outflows:

●$250.0 million for repayment of unsecured term loan;
●$126.3 million of dividends paid;
●$63.6 million for principal payments on debt, including normal amortization on rental property debt;
●$15.0 million for repayments under unsecured revolving credit facility, net; and

●$9.9 million for financing origination costs, primarily related to costs associated with the issuance of SeniorUnsecured Notes.

The Company continually evaluates its debt maturities, and, based on management’s current assessment, believes it has
viable financing and refinancing alternatives that will not materially adversely impact its expected financial results.
The Company continues to pursue borrowing opportunities with large commercial U.S. and global banks, select life
insurance companies and certain regional and local banks. The Company has noticed a continuing trend that, although
pricing remains dependent on specific deal terms, generally spreads for non-recourse mortgage financing has
stabilized and the unsecured debt markets are functioning well and credit spreads are at manageable levels.

Debt maturities for the remainder of 2018 consist of: $10.9 million of consolidated debt; $193.5 million of
unconsolidated joint venture debt; and $5.9 million of debt on properties included in the Company’s Preferred Equity
Program, assuming the utilization of extension options where available.  The 2018 consolidated debt maturities are
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anticipated to be repaid with operating cash flows, borrowings from the Company’s Credit Facility and debt
refinancing where applicable.  The 2018 debt maturities on properties in the Company’s unconsolidated joint ventures
and Preferred Equity Program are anticipated to be repaid through operating cash flows, debt refinancing, unsecured
credit facilities, proceeds from sales or partner capital contributions, as deemed appropriate.

The Company intends to maintain strong debt service coverage and fixed charge coverage ratios as part of its
commitment to maintain its investment-grade senior, unsecured debt ratings.   The Company may, from time-to-time,
seek to obtain funds through additional common and preferred equity offerings, unsecured debt financings and/or
mortgage/construction loan financings and other capital alternatives.

Since the completion of the Company’s IPO in 1991, the Company has utilized the public debt and equity markets as
its principal source of capital for its expansion needs. Since the IPO, the Company has completed additional offerings
of its public unsecured debt and equity, raising in the aggregate over $13.8 billion.  Proceeds from public capital
market activities have been used for the purposes of, among other things, repaying indebtedness, acquiring interests in
open-air shopping centers, funding real estate under development projects, expanding and improving properties in the
portfolio and other investments.

During February 2018, the Company filed a shelf registration statement on Form S-3, which is effective for a term of
three years, for the future unlimited offerings, from time-to-time, of debt securities, preferred stock, depositary shares,
common stock and common stock warrants. The Company, pursuant to this shelf registration statement may, from
time-to-time, offer for sale its senior unsecured debt for any general corporate purposes, including (i) funding specific
liquidity requirements in its business, including property acquisitions, development and redevelopment costs and (ii)
managing the Company’s debt maturities.

Preferred Stock-

      During January 2018, the underwriting financial institutions for the Class M issuance elected to exercise the
over-allotment option and as a result, the Company issued an additional 1,380,000 Class M Depositary Shares, each
representing a one-thousandth fractional interest in a share of the Company's 5.250% Class M Cumulative
Redeemable Preferred Stock, $1.00 par value per share. The Company received net proceeds before expenses of $33.4
million from this over-allotment issuance.
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Share Repurchase Program –

During February 2018, the Company’s Board of Directors authorized a share repurchase program, pursuant to which
the Company may repurchase shares of its common stock, par value $0.01 per share, with an aggregate gross purchase
price of up to $300.0 million. During the three months ended March 31, 2018, the Company repurchased 1,600,000
shares for aggregate purchase price of $24.3 million. As of March 31, 2018, the Company had $275.7 million
available under this common share repurchase program.

Senior Notes –

The Company’s supplemental indenture governing its senior notes contains the following covenants, all of which the
Company is compliant with:

Covenant Must Be As of
3/31/18

Consolidated Indebtedness to Total Assets <65% 38%
Consolidated Secured Indebtedness to Total Assets <40% 4%
Consolidated Income Available for Debt Service to Maximum Annual Service Charge >1.50x 5.5x
Unencumbered Total Asset Value to Consolidated Unsecured Indebtedness >1.50x 2.6x

For a full description of the various indenture covenants refer to the Indenture dated September 1, 1993; the First
Supplemental Indenture dated August 4, 1994; the Second Supplemental Indenture dated April 7, 1995; the Third
Supplemental Indenture dated June 2, 2006; the Fourth Supplemental Indenture dated April 26, 2007; the Fifth
Supplemental Indenture dated as of September 24, 2009; the Sixth Supplemental Indenture dated as of May 23, 2013;
and the Seventh Supplemental Indenture dated as of April 24, 2014, each as filed with the SEC. See the Exhibits Index
to our Annual Report on Form 10-K for the year ended December 31, 2017 for specific filing information.

Credit Facility -

The Company has a $2.25 billion unsecured revolving credit facility (the “Credit Facility”) with a group of banks, which
is scheduled to expire in March 2021, with two additional six-month options to extend the maturity date, at the
Company’s discretion, to March 2022. This Credit Facility, which accrues interest at a rate of LIBOR plus 87.5 basis
points (2.49% as of March 31, 2018), can be increased to $2.75 billion through an accordion feature. In addition, the
Credit Facility includes a $500.0 million sub-limit which provides the Company the opportunity to borrow in
alternative currencies including Canadian Dollars, British Pounds Sterling, Japanese Yen or Euros. Pursuant to the
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terms of the Credit Facility, the Company, among other things, is subject to covenants requiring the maintenance of (i)
maximum leverage ratios on both unsecured and secured debt and (ii) minimum interest and fixed coverage ratios. As
of March 31, 2018, the Credit Facility had a balance of CAD 10.0 million (USD $7.7 million) outstanding and $0.5
million appropriated for letters of credit.

Pursuant to the terms of the Credit Facility, the Company, among other things, is subject to maintenance of various
covenants. The Company is currently in compliance with these covenants. The financial covenants for the Credit
Facility are as follows:

Covenant Must Be As of
3/31/18

Total Indebtedness to Gross Asset Value (“GAV”) <60% 37%
Total Priority Indebtedness to GAV <35% 3%
Unencumbered Asset Net Operating Income to Total Unsecured Interest Expense >1.75x 4.2x
Fixed Charge Total Adjusted EBITDA to Total Debt Service >1.50x 2.9x

For a full description of the Credit Facility’s covenants refer to the Amended and Restated Credit Agreement dated as
of February 1, 2017, filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K dated January 30, 2017.

Mortgages Payable –

During the three months ended March 31, 2018, the Company (i) deconsolidated $206.0 million of individual
non-recourse mortgage debt relating to an operating property for which the Company no longer has a controlling
interest in and (ii) repaid $161.9 million of maturing mortgage debt (including fair market value adjustments of $0.4
million) that encumbered two operating properties.  

Additionally, during the three months ended March 31, 2018, the Company disposed of an encumbered property
through foreclosure. The transaction resulted in a net decrease in mortgage debt of $12.4 million. In addition, the
Company recognized a gain on forgiveness of debt of $4.3 million and relief of accrued interest of $3.4 million, both
of which are included in Other income, net in the Company’s Condensed Consolidated Statements of Income.

In addition to the public equity and debt markets as capital sources, the Company may, from time-to-time, obtain
mortgage financing on selected properties and construction loans to partially fund the capital needs of its real estate
development projects. As of March 31, 2018, the Company had over 355 unencumbered property interests in its
portfolio.
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Dividends –

In connection with its intention to continue to qualify as a REIT for federal income tax purposes, the Company
expects to continue paying regular dividends to its stockholders. These dividends will be paid from operating cash
flows. The Company’s Board of Directors will continue to evaluate the Company’s dividend policy on a quarterly basis
as the Board of Directors monitors sources of capital and evaluates the impact of the economy and capital markets
availability on operating fundamentals.  Since cash used to pay dividends reduces amounts available for capital
investment, the Company generally intends to maintain a conservative dividend payout ratio, reserving such amounts
as it considers necessary for the expansion and renovation of shopping centers in its portfolio, debt reduction, the
acquisition of interests in new properties and other investments as suitable opportunities arise and such other factors as
the Board of Directors considers appropriate.  Cash dividends paid for the three months ended March 31, 2018 and
2017 were $130.2 million and $126.3 million, respectively.

Although the Company receives substantially all of its rental payments on a monthly basis, it generally intends to
continue paying dividends quarterly. Amounts accumulated in advance of each quarterly distribution will be invested
by the Company in short-term money market or other suitable instruments. On January 30, 2018, the Company’s Board
of Directors declared a quarterly cash dividend of $0.28 per common share payable to shareholders of record on April
3, 2018, which was paid on April 16, 2018. Additionally, on April 24, 2018, the Company’s Board of Directors
declared a quarterly cash dividend of $0.28 per common share payable to shareholders of record on July 3, 2018,
which is scheduled to be paid on July 16, 2018.

The Board of Directors declared quarterly dividends with respect to the Company’s various classes of cumulative
redeemable preferred shares (Class I, J, K and L) and an initial dividend with respect to the Company’s Class M
cumulative redeemable preferred shares, representing the period beginning on December 20, 2017. All dividends on
the preferred shares were paid on April 16, 2018 to shareholders of record on April 3, 2018. Additionally, the Board
of Directors also declared quarterly dividends with respect to the Company’s various series of cumulative redeemable
preferred shares (Class I, J, K, L and M). All dividends on the preferred shares are scheduled to be paid on July 16,
2018, to shareholders of record on July 2, 2018.

Hurricane Impact –

On September 20, 2017, Hurricane Maria struck Puerto Rico as a Category 4 hurricane which resulted in widespread
damage, flooding, and power outages. The Company has interests in seven operating properties located throughout
Puerto Rico, aggregating 2.2 million square feet of GLA, which were variously impacted by the hurricane.  The
Company maintains a comprehensive property insurance policy on these properties with total coverage of up to $62.0
million, as well as business interruption insurance with coverage up to $39.3 million in the aggregate, subject to a
collective deductible of $1.2 million.
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The Company expects to collect property insurance proceeds (net of deductible) equal to the replacement cost of its
damaged property, currently estimated to be approximately $26.0 million. As of March 31, 2018, the Company has
collected property insurance proceeds totaling $10.0 million to date and has a remaining receivable balance of $5.5
million, which is included in Other assets on the Company’s Condensed Consolidated Balance Sheets. The Company
expects that the final replacement cost claim will exceed the amount previously written off due to property damage
($16.0 million) and that this excess amount will be recorded, net of the deductible, as income by the Company upon
full settlement and collection of the casualty insurance claim. 

The Company’s business interruption insurance covers lost revenues as a result of the hurricane for a period of up to
one year. After the expiration of one year following the loss, the policy has 365 days of extended period of indemnity
which provides business interruption coverage in the event the properties have not fully recovered from the storm. As
of March 31, 2018, the Company has collected business interruption claims totaling $3.7 million to date from its
insurance provider. The Company is still in the process of assessing current and future business interruption insurance
losses and will submit insurance claims for its estimated losses under its business interruption insurance policy.

Other –

The Company is subject to taxes on its activities in Canada, Puerto Rico and Mexico.  In general, under local country
law applicable to the structures the Company has in place and applicable treaties, the repatriation of cash to the
Company from its subsidiaries and joint ventures in Canada, Puerto Rico and Mexico generally are not subject to
withholding tax. The Company is subject to and also includes in its tax provision non-U.S. income taxes on certain
investments located in jurisdictions outside the U.S. These investments are held by the Company at the REIT level
and not in the Company’s taxable REIT subsidiary. Accordingly, the Company does not expect a U.S. income tax
impact associated with the repatriation of undistributed earnings from the Company’s foreign subsidiaries.
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Funds From Operations

Funds From Operations (“FFO”) is a supplemental non-GAAP financial measure utilized to evaluate the operating
performance of real estate companies. The National Association of Real Estate Investment Trusts (“NAREIT”) defines
FFO as net income/(loss) available to the Company’s common shareholders computed in accordance with generally
accepted accounting principles in the United States (“GAAP”), excluding (i) gains or losses from sales of operating real
estate assets and change in control of interests, plus (ii) depreciation and amortization of operating properties and (iii)
impairment of depreciable real estate and in substance real estate equity investments and (iv) after adjustments for
unconsolidated partnerships and joint ventures calculated to reflect FFO on the same basis.

The Company presents FFO available to the Company’s common shareholders as it considers it an important
supplemental measure of our operating performance and believes it is frequently used by securities analysts, investors
and other interested parties in the evaluation of REITs, many of which present FFO available to the Company’s
common shareholders when reporting results. Comparison of our presentation of FFO available to the Company’s
common shareholders to similarly titled measures for other REITs may not necessarily be meaningful due to possible
differences in the application of the NAREIT definition used by such REITs.

The Company also presents FFO available to the Company’s common shareholders as adjusted as an additional
supplemental measure as it believes it is more reflective of its core operating performance and provides investors and
analysts an additional measure to compare the Company’s performance across reporting periods on a consistent basis
by excluding items that we do not believe are indicative of our core operating performance. FFO available to the
Company’s common shareholders as adjusted is generally calculated by the Company as FFO available to the
Company’s common shareholders excluding certain transactional income and expenses and non-operating impairments
which management believes are not reflective of the results within the Company’s operating real estate portfolio.

FFO is a supplemental non-GAAP financial measure of real estate companies’ operating performances, which does not
represent cash generated from operating activities in accordance with GAAP and therefore should not be considered
an alternative for net income as a measure of liquidity.  Our method of calculating FFO available to the Company’s
common shareholders and FFO available to the Company’s common shareholders as adjusted may be different from
methods used by other REITs and, accordingly, may not be comparable to such other REITs.

The Company’s reconciliation of net income available to the Company’s common shareholders to FFO available to the
Company’s common shareholders and FFO available to the Company’s common shareholders as adjusted for the three
months ended March 31, 2018 and 2017, is as follows (in thousands, except per share data):
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Three Months Ended
March 31,
2018 2017

Net income available to the Company’s common shareholders $129,501 $65,178
Gain on sale of operating properties/change in control of interests (56,971 ) (1,098 )
Gain on sale of joint venture operating properties/change in control of interests (2,039 ) (11,230 )
Depreciation and amortization - real estate related 78,992 90,849
Depreciation and amortization - real estate joint ventures 9,284 9,540
Impairment of operating properties 7,646 2,595
Benefit for income taxes (2) - (39 )
Noncontrolling interests (2) (1,552 ) (655 )
FFO available to the Company’s common shareholders 164,861 155,140
Transactional (income)/expense:
Profit participation from other real estate investments (4,728 ) -
Gain from land sales (453 ) (610 )
Acquisition and demolition costs - 275
Impairments on other investments 67 177
Severance costs 693 -
Gain on forgiveness of debt (4,274 ) -
Noncontrolling interests (3) 136 305
Loss/(gain) on marketable securities 1,510 (30 )
Other income, net - 506
Total transactional (income)/expense, net (7,049 ) 623
FFO available to the Company's common shareholders as adjusted $157,812 $155,763
Weighted average shares outstanding for FFO calculations:
Basic 423,404 423,381
Units 933 854
Dilutive effect of equity awards 287 765
Diluted 424,624 (1) 425,000 (1)

FFO per common share – basic $0.39 $0.37
FFO per common share – diluted $0.39  (1) $0.37  (1)
FFO as adjusted per common share – basic $0.37 $0.37
FFO as adjusted per common share – diluted $0.37  (1) $0.37  (1)

(1)

Reflects the potential impact if certain units were converted to common stock at the beginning of the period,
which would have a dilutive effect on FFO available to the Company’s common shareholders. FFO available to the
Company’s common shareholders would be increased by $264 and $229 for the three months ended March 31,
2018 and 2017, respectively. The effect of other certain convertible units would have an anti-dilutive effect upon
the calculation of Net income available to the Company’s common shareholders per share. Accordingly, the impact
of such conversion has not been included in the determination of diluted earnings per share calculations.

(2)Related to gains, impairment and depreciation on operating properties, where applicable.
(3)Related to transactional (income)/expense, where applicable.
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Same Property Net Operating Income (“Same property NOI”)

Same property NOI is a supplemental non-GAAP financial measure of real estate companies’ operating performance
and should not be considered an alternative to net income in accordance with GAAP or as a measure of liquidity. The
Company considers Same property NOI as an important operating performance measure because it is frequently used
by securities analysts and investors to measure only the net operating income of properties that have been owned by
the Company for the entire current and prior year reporting periods. It excludes properties under redevelopment,
development and pending stabilization; properties are deemed stabilized at the earlier of (i) reaching 90% leased or (ii)
one year following a project’s inclusion in operating real estate. Same property NOI assists in eliminating disparities in
net income due to the development, acquisition or disposition of properties during the particular period presented, and
thus provides a more consistent performance measure for the comparison of the Company's properties.

Same property NOI is calculated using revenues from rental properties (excluding straight-line rent adjustments, lease
termination fees, TIFs and amortization of above/below market rents) less charges for bad debt, operating and
maintenance expense, real estate taxes and rent expense plus the Company’s proportionate share of Same property NOI
from unconsolidated real estate joint ventures, calculated on the same basis. The Company’s method of calculating
Same property NOI available to the Company’s common shareholders may differ from methods used by other REITs
and, accordingly, may not be comparable to such other REITs.

The following is a reconciliation of Net income available to the Company’s common shareholders to Same property
NOI (in thousands):

Three Months
Ended March 31,
2018 2017

Net income available to the Company’s common shareholders $129,501 $65,178
Adjustments:
Management and other fee income (4,361 ) (4,197 )
General and administrative 22,398 22,230
Impairment charges 7,646 1,617
Depreciation and amortization 81,382 92,074
Interest and other expense, net 43,764 45,209
Provision/(benefit) for income taxes, net 52 (493 )
Gain on change in control of interests - (10,188 )
Equity in income of other real estate investments, net (9,976 ) (3,687 )
Gain on sale of operating properties/change in control of interests (56,971 ) (1,686 )
Net (loss)/income attributable to noncontrolling interests (108 ) 1,482
Preferred dividends 14,589 11,555
Non same property net operating income (24,403 ) (26,919 )
Non-operational expense from joint ventures, net 14,372 20,383
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Same property NOI $217,885 $212,558

Same property NOI increased by $5.3 million or 2.5% for the three months ended March 31, 2018, as compared to the
corresponding period in 2017. This increase is primarily the result of (i) an increase of $4.7 million related to lease-up
and rent commencements in the portfolio and (ii) an increase in other property income of $0.8 million, partially offset
by (iii) an increase of $0.2 million of credit loss.

Leasing Activity

During the three months ended March 31, 2018, the Company executed 314 leases totaling 3.2 million square feet in
the Company’s consolidated operating portfolio comprised of 89 new leases and 225 renewals and options. The leasing
costs associated with new leases are estimated to aggregate $14.7 million or $29.60 per square foot. These costs
include $11.6 million of tenant improvements and $3.1 million of external leasing commissions. The average rent per
square foot on new leases was $19.63 and on renewals and options was $14.20.
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Tenant Lease Expirations

The Company has a total of 5,883 leases in the U.S. consolidated operating portfolio. The following table sets forth
the aggregate lease expirations for each of the next ten years, assuming no renewal options are exercised. For purposes
of the table, the Total Annual Base Rent Expiring represents annualized rental revenue, excluding the impact of
straight-line rent, for each lease that expires during the respective year. Amounts in thousands except for number of
lease data:

Year Ending

December 31,

Number of Leases

Expiring

Square Feet 

Expiring

Total Annual
Base

Rent
Expiring

% of Gross 

Annual
Rent

(1) 190 597 $ 13,762 1.6 %
2018 376 1,557 $ 29,600 3.5 % 
2019 842 5,645 $ 91,707 10.9 % 
2020 837 5,940 $ 95,850 11.3 % 
2021 819 6,647 $ 99,310 11.7 % 
2022 832 6,889 $ 109,709 13.0 % 
2023 605 6,495 $ 96,368 11.4 % 
2024 261 3,178 $ 50,297 6.0 % 
2025 223 2,028 $ 34,380 4.1 % 
2026 232 3,706 $ 51,977 6.1 % 
2027 237 3,412 $ 50,918 6.0 % 
2028 258 2,927 $ 48,591 5.7 % 

(1)Leases currently under month to month lease or in process of renewal.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Company’s primary market risk exposures are interest rate risk and foreign currency exchange rate risk. The
Company has not, and does not plan to, enter into any derivative financial instruments for trading or speculative
purposes. The following table presents the Company’s aggregate fixed rate and variable rate debt obligations
outstanding, including fair market value adjustments and unamortized deferred financing costs, as of March 31, 2018,
with corresponding weighted-average interest rates sorted by maturity date.  The table does not include extension
options where available. Amounts are in millions.
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2018 2019 2020 2021 2022 Thereafter Total Fair
Value

Secured Debt
Fixed Rate $10.9 $2.3 $135.6 $154.7 $154.5 $ 41.4 $499.4 $494.4
Average Interest Rate 6.04% 5.29 % 5.30 % 5.39 % 4.05 % 5.78 % 5.00 %

Unsecured Debt
Fixed Rate $- $299.5 $- $497.7 $495.1 $ 3,303.7 $4,596.0 $4,415.9
Average Interest Rate - 6.88 % - 3.20 % 3.40 % 3.54 % 3.71 %

Variable Rate $- $- $- $2.0 $- $ - $2.0 $2.2
Average Interest Rate - - - 2.49 % - - 2.49 %

Based on the Company’s variable-rate debt balances, interest expense would have increased by $0.1 million for the
three months ended March 31, 2018, if short-term interest rates were 1% higher.

The following table presents the Company’s foreign investments in their respective local currencies and the U.S. dollar
equivalents:

Foreign Investment (in millions)

Country Local
Currency

U.S.
Dollars

Mexican real estate investments 52.1 $ 4.8
Canadian real estate investments 17.3 $ 13.8

Currency fluctuations between local currency and the U.S. dollar for the Company's foreign monetary assets and
liabilities result in foreign currency gains/losses which are recognized in Other income, net in the Company’s
Condensed Consolidated Statements of Income. During the three months ended March 31, 2018, the Company
recognized a net foreign currency loss of $0.2 million.

31

Edgar Filing: LINCOLN NATIONAL CORP - Form 424B4

156



Table of Contents

Item 4.  Controls and Procedures

The Company’s management, with the participation of the Company’s Chief Executive Officer and Chief Financial
Officer, has evaluated the effectiveness of the Company’s disclosure controls and procedures (as such term is defined
in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of
the end of the period covered by this report. Based on such evaluation, the Company’s Chief Executive Officer and
Chief Financial Officer have concluded that, as of the end of such period, the Company’s disclosure controls and
procedures are effective.

There have not been any changes in the Company’s internal control over financial reporting during the fiscal quarter to
which this report relates that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.
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PART II

OTHER INFORMATION

Item 1.  Legal Proceedings

The following information supplements and amends our discussion set forth under Part I, Item 3 "Legal Proceedings"
in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017.

The Company is not presently involved in any litigation nor, to its knowledge, is any litigation threatened against the
Company or its subsidiaries that, in management's opinion, would result in any material adverse effect on the
Company's ownership, management or operation of its properties taken as a whole, or which is not covered by the
Company's liability insurance.

Item 1A.  Risk Factors

There are no material changes from risk factors as previously disclosed in Part I, Item 1A of our Annual Report on
Form 10-K for the year ended December 31, 2017. 

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities - During the three months ended March 31, 2018, the Company repurchased
221,067 shares for aggregate purchase price of $3.4 million in connection with common shares surrendered or deemed
surrendered to the Company to satisfy statutory minimum tax withholding obligations in connection with the vesting
of restricted stock awards under the Company’s equity-based compensation plans. In addition, during the three months
ended March 31, 2018, the Company repurchased 1,600,000 shares for aggregate purchase price of $24.3 million in
connection with the Company’s common share repurchase program. These shares are no longer outstanding.
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Period

Total

Number
of

Shares

Purchased

Average

Price

Paid per

Share

Total
Number of

Shares

Purchased
as

Part of
Publicly

Announced

Plans or

Programs

Approximate

Dollar Value of

Shares that

May Yet Be

Purchased Under the

Plans or Programs

(in millions)

January 1, 2018 – January 31, 2018 56,094 $ 17.69 - $ -
February 1, 2018 - February 28, 2018 1,764,751 $ 15.09 - -
March 1, 2018 – March 31, 2018 222 $ 15.21 - -
Total 1,821,067 $ 15.17 - $ -

Item 3.  Defaults Upon Senior Securities

None.

Item 4.  Mine Safety Disclosures

Not applicable.

Item 5.  Other Information

None.
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Item 6.  Exhibits

Exhibits –

4.1 Agreement to File Instruments
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Kimco Realty Corporation (the “Registrant”) hereby agrees to file with the Securities and Exchange Commission, upon
request of the Commission, all instruments defining the rights of holders of long-term debt of the Registrant and its
consolidated subsidiaries, and for any of its unconsolidated subsidiaries for which financial statements are required to
be filed, and for which the total amount of securities authorized thereunder does not exceed 10 percent of the total
assets of the Registrant and its subsidiaries on a consolidated basis.

12.1 Computation of Ratio of Earnings to Fixed Charges
12.2 Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends

31.1 Certification of the Company’s Chief Executive Officer, Conor C. Flynn, pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

31.2 Certification of the Company’s Chief Financial Officer, Glenn G. Cohen, pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Certification of the Company’s Chief Executive Officer, Conor C. Flynn, and the Company’s Chief Financial
Officer, Glenn G. Cohen, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document
101.SCHXBRL Taxonomy Extension Schema
101.CALXBRL Taxonomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LABXBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

KIMCO REALTY CORPORATION

April 27, 2018 /s/ Conor C. Flynn
(Date) Conor C. Flynn

Chief Executive Officer

April 27, 2018 /s/ Glenn G. Cohen
(Date) Glenn G. Cohen

Chief Financial Officer
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