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=+ � ��&�������#��'� �-'�8�

��+ �! ����%�����%���"��%�

��+ /� *��� ��� ��%�*�%��%�� �������%��"���.&������'��� && ,��-���&��%��������

��+ ���!���&�%�*�%��%��

�)+ /� *��� ��� ��%������%�%�*�%��%�� ��������

�(+ �! ����"� *��� ��&&��'�&%�� ��%������%�%�*�%��%�� ��������� �����&�%�%����������)�

�#+ � ��&�����������'� �-'��(�

�$+ � ��&��� !�"�� �������

�4+ � ��&�%�*�%��%�� �������%��:������=�>��#�0��$<

���
������������	���

�8��+

�8��+

�8�)+

�8=8+ ��!!���� ����!�����-�,����0����� �������8��� !� *���& ,�"�-��

�8==+ � ��&��:�������8����'����8�)�"&����8=8<�:�����8��. *�<�
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�������. ���������		
���
� �	����	� � �	����	� � �
�������. ����������	
���
� ��� � ��� � �
������&. ���������		
���������� �����	� � �����	� � �
������'. ����������	
������ ������ � ������ � �
������(. �	�������		
� ��	�	�			� � � � ��	�	�			�
������-. �	�������		
� ������� � � � �������
������/. �	��������	
������ �������		�� � �������		�� � �
������0. �	��������	
������ ���	������� � ���	������� � �
��1111/.�� ��$��)*� ��, ����		���	�� � ������������ � ����������
��11110.���������������%�% ����������� � �������	��� � �������
��11111.���������������2�� ��$��)���, ������	����� � ��	�����	��� � ��	�������
�������. �������������� ��!"#$!�� ���������� 333 ���������� 333 �
�������. �%�			�����
� �	������ 333 �	������ 333 �
������&. �%�			���		
� ������� 333 ������� 333 �
������'. �%�			�����
� ������� 333 ������� 333 �
������(. �%�			����	
� ������	� 333 ������	� 333 �
������-. �%�			���		
� �	������ 333 �	������ 333 �
��1111/.�� ��$��)*� ��, ���������� 333 ���������� 333 �
��11110.���������������%�% � 333 � 333 �
��11111.����������2��� ��$��)���, ���������� 333 ���������� 333 �
�&11110.���������������%�% � � � � �
�&11111.���4 ��2��� ��$��)���, � � � � �
�'�����. ���&���'�����������	
� ����	� � ����	� � �
�'�����. ���&���'�����������	
� ���� � ���� � �
�'1111/.�� ��$��)*� ��, ������ � ������ � �
�'11110.���������������%�% � � � � �
�'11111.�����%����$�5���6���������2��� ��$��)���, ������ � ������ � �
�(�����. ��	
�����!��������!�&����	
� ������� � ������� � �
�(�����. ��	
�����!��������!�&����	
� ������� � ������� � �
�(����&. ��%���!�������'�����������	
� �����	� � �����	� � �
�(1111/.�� ��$��)*� ��, ������� � ������� � �
�(11110.���������������%�% � � � � �
�(11111.�5���7�$���8����+����+��2��� ��$��)���, ������� � ������� � �
�-�����. ����!�&���&��������������	
� ������� � ������� � �
�-�����. ����!�&���&�������������		
� �������� � �������� � �
�-����&. ����!�&���&��������������	
� ���������� � ���������� � �
�-����'. ����!�&���&��������������	
� ���������� � ���������� � �
�-1111/.�� ��$��)*� ��, ��	������� � ��	������� � �
�-11110.���������������%�% � � � � �
�-11111.�5���7�$���85���7$�%���+��2��� ��$��)���, ��	������� � ��	������� � �
�/�����. &����� ( )* � ���������� � ���������� � �
�/�����. �+,+-.-�� �/0�� , 1+/� ������� � ������� � �
�/����&. 
2�+34��2�,(� �������		� � �������		� � �
�/����'. � )-��2,* )(+2,(� ���������� � ���������� � �
�/����(. � )-��2(/�� ( )* � ���� � ���� � �
�/1111/.�� ��$��)*� ��, �������	�� � �������	�� � �
�/11110.���������������%�% � � � � �
�/11111.�	����$$��� ��������+��2�� ��$��)���, �������	�� � �������	�� � �
1111111.�� ��$��)���,�8�9�:��&;������� ������������ � �����	����	� � ��	�������
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�#� 
����$����" ����%���������&��������'�( �$�"������"����%���'�� �)"������"����%�� �������* ����������������	��
�#� ���� �+�������,$��$�-��'���������'#

��
��
������
��
��
�#� . ����$����" ����%�����������"�������������( �$�"������"����%���'�� �)"������"����%�� �������* ����������������	��
�#� ���� �+�������,$��$�-��'���������'#

��
��
������
��
��
/# . ����$����" ����%�����������"������������� ��$�&������ ����� ���������$���� ������� �)%��������'��0�!����* ������	������������

���� +������$��������!�����$���� ��������$��'����!����� ��"� ��'����+����,����� ��$�������� %�� �������'������������0� "��� �����'�����(�'����
�$����������� ��#

1# 
����$����" ����%������������������!���� �����"�0���'�"��!��!�� ������������ ���* ����������������	��
���� +������2

1#���! ���� �����������*� 3 �
1#���! ���� �������&�*� 3 �
1#/������� �������&�2

�
1#1������� ����%�0���������!����2

�
1#4������� ���"����0�������!����2

�
1#5�������!������ 00����'�'����%��$������� 3 �

4# ����$��� �������0 �����������������%��������'�������� ��� ��! ��� �������������0�������'�� �����������0�����$���46+�� ������'&����+��������$��
� �������0 ��������%���������� ���������$�� �������#

�
5# . ����$����" ����%��������$ 0'������&���� ��������������� ���������$�������0�����$����$�������&����$���, �0'�(��$�0'� ��������'��'�(����*� ����������������	��

5#������ +��������$���! ���� �������&�� �����$�� �������� ���$��(����������00��$�0'2 3 �
5#���$���, �0'�$�&��(����$�0'�7 ������8���� ���""� 8�!����(����9�����%��$�������0��%��� ���$������������:��$���������������7�9����'����5#�:���'�

�$����!��! ���0����(��������'�(���$����" ����%��������� ���$��&�0���� �� ��� !"���(0����������(�������������'�� �����'��'�0�&��#������$��
��" ����%��������$���� �� !"���(0����������(��������� ������'��'�0�&���� �(��&�0��'+��$��! ���0����(������$�00�(���$����(0��! ���������0��
�""� &�'�(���$�������� ��' !���0��� ��&�0���%���'�&�'��0���������(�������2� 3 �

�����$������!���� ��!��$ '���!"0 ��'�����$����&�0���� �#

;# . ����$����" ����%��������$�&����������$�����<���� �������� ���%���!������������������ ��.���!(���/�� ���$��������������*� ����������������	��
;#��������+��������$��� ��0�' 00����! ���� ���������� &���'�(���$����� �������� ���%���!����� 3 �
;#���"�������$��(�����7�����&�0��+��! ���=�'�� ��+����#9�� ��'����!����%��$���! ���2

�
;#/��������$���! ���� �������&�������(0��$�'�� ���$���(�������2� 3 �
;#1��'�������,$�����$�������&���������" ���'�����$��(0��-2

�
># . ����$����" ����%��������$�&������� ����%����.������'���������� �������� ���%���!������������������ ��.���!(���/�� ���$��������������*� ����������������	��

>#��������+��������$��� ��0�' 00����! ���� ����� ����&�0���� &���'�(���$����� �������� ���%���!����2� 3 �
>#���������$���! ���� �������&�������(0��$�'�� ���$���(�������2� 3 �
>#/��'�������,$�����$�������&���������" ���'�����$��(0��-2

�
?# . ����$����" ����%��������$�&������<��������'�������!����� !����������� �������+��%���!����� ����'����������������� ��.���!(���/�� ���$��

������������*� ����������������	��
?#��������+��������$��� ��0�' 00����! ���� ��������� ����&�0������ �����'�,��$��$����� �������+��%���!����� ����'���2� 3 �
?#���������$���! ���� �������&�������(0��$�'�� ���$���(�������2� 3 �
?#/��'�������,$�����$�������&���������" ���'�����$��(0��-2
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�. ��#���������-��/�0�����0� ���-�������/�� ��������������� ���������� � ���			� ���
������ � �

�. )�" ����������*�%�%����0��-������� ����	����� � � ����	����� � �

&. ��*���!����������0�����%���%�� ��-����� ���� �����
� � � �����
� � �

'. ��-��������-��0����������*��� � � 
������� ������� � �

(. 
������%� �-����-��0����������%� � � � � � �

+. ������%����-��0��� � � � � � �

1. ����������%��� ��2��-%��2�#�"��!����� �������� � � �������� � �

3. ��-������������������ � ��4�� !5���"��������� ����� � � � � � �

6. ��#���������-����%� ���������������/�� ���������������4�������7�7&7'8(8+81835� ���������� � ����
�� ���������� � �

��. ������������/�#���������-��/�0�����0� ���-������� � � � � � �

��. �����-��0���������������������!�%� � � � � � �

��. �����-��0�������������������%�%� � � � � � �

�&. ������������/�#���������-����%� ���-�������4��������7��8��5� � � � � � �

�'. ����/�#���������-����%� ���������������������������������4������6�7��&5 ���������� � ����
�� ���������� � �
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�1 2�����#���"��#3

�1��2������ � � � � � � � � � � �

�1������������������!�#� � � � � � � � � � � �

�1(���������������#�#� � � � � � � � � � � �

�1)����� � � � � � � � � � � �

�1 ���� ����� ������&�!���3

�1���������#� �1���2������ � � � � � � � � � � �

�1�������������������!�#� � � � � � � � � � � �

�1�(���������������#�#� � � � � � � � � � � �

�1�)����� � � ,4- � ,4- � � ,4- � ,4- � � � � �

�1����'��� �1���2������ ���������� � ����	�
��� � � � ��	�
���
� � � � �

�1�������������������!�#� � � � � � � � � � � �

�1�(���������������#�#� 	������	�� � ����
	�� � � � 
��������� � � � �

�1�)����� 	��������� � ,4- �
������ ,4- � � ,4- � ,4- 
��������� � ,4- � ,4- � ,4- �

(1 �������#�4�������" ���#3

(1��2������ �������	�� � ����
��	�� � � � ������� � � � �

(1������������������!�#� � � � � � � � � � � �

(1(���������������#�#� ��
������� � ��
������� � � � � � � � �

(1)����� 
����	�� � ,4- �����	�� ,4- � � ,4- � ,4- ������� � ,4- � ,4- � ,4- �

)1 ������� )1��2������ ������	
�� � 	�����	��� � � � ��������
� � � � �

)1������������������!�#� � � � � � � � � � � �

)1(���������������#�#� �������	�� � 
�����
	�� � � � 
��������� � � � �

)1)����� 	��������� ,�- � ,�- �������� � � � ,�- 
��������� � � � �

,�-����&�#��5�!�����#���# 6!�����,4���� ��5��������#������&�"������# 6!����-���"��#��! �����5�� �7� � ����� &�!���8�7� � ����� &�!��(���#�7 � ����� &�!��.1

,4-����&�#�� �&��" ��� �� ��#���4�&������#�����#������#�'��&�'��&��!�&��4�&�������""&���4&��� �����!�#�9������#9�4�������1������*���,���&�#��5�����������������!�#���#����� ����������������#�#-�� ����������#�4��������� ����#���������������������7� 

���
��

��#�*�#��&�����������7� �8����#��������,%� �"���#���#�*�#��&-�7� �8���#�%� �"������7� �8��������&�#�#����:�5��(8�������8�,�����;'�4���+8������ �� ��2���4�&����2���4&�#���*��-<���#�� ��%� �"�����#������#�
��&�'�7� �

���#���,%� �"���#���#�*�#��&-�����#������#�
��&�'�7 �8���#���'�������#������#�
��&�'�7 � ��������&�#�#����:�5��(8��������,�����;'�4���$8��&��!������*�-1
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
Note 1 – Summary of Significant Accounting Policies 

a. Accounting practices: 
The accompanying financial statements of MML Bay State Life Insurance Company (the Company) have been prepared in conformity with 
accounting practices of the National Association of Insurance Commissioners (NAIC) and the accounting practices prescribed or permitted 
by the State of Connecticut Insurance Department (the Department). 
 

b. Use of estimates in the preparation of the financial statements: 
The preparation of financial statements requires management to make estimates and assumptions that impact the reported amounts of 
assets and liabilities, the disclosure of assets and liabilities as of the date of the statutory financial statements and the reported amounts of 
revenues and expenses during the reporting periods.  The most significant estimates include those used in determining the carrying values 
of investments including the amount of mortgage loan investment valuation reserves, other-than-temporary impairment(s) (OTTI), the 
liabilities for policyholders’ reserves, the determination of admissible deferred tax assets (DTAs), the liability for taxes and litigation 
contingencies.  Future events including, but not limited to, changes in the level of mortality, morbidity, interest rates, persistency, asset 
valuations and defaults could cause results to differ from the estimates used in the statutory financial statements.  Although some variability 
is inherent in these estimates, management believes the amounts presented are appropriate. 
 

c. Accounting policy: 
Life insurance premium revenue is generally recognized annually on the anniversary date of the policy.  However, premium for flexible 
products, primarily variable universal life contracts, is recognized when received.  Annuity premium is recognized as revenue when 
received.  Expenses incurred in connection with acquiring new insurance business, including certain acquisition costs, such as 
commissions, are charged to current operations as incurred.  Policy loans are carried at the outstanding loan balance less amounts 
unsecured by the cash surrender value of the policy.  Unsecured amounts can occur when subsequent charges are incurred on the 
underlying policy without the receipt of additional premium.  Where applicable, the values of invested assets have been adjusted for 
impairments considered OTTI. 
 
In addition, the Company uses the following accounting policies: 

(1) As of December 31, 2012 and 2011, the Company did not hold any short-term investments. 
 

(2) Bonds are generally valued at amortized cost using the constant yield interest method with the exception of NAIC Category 6 
bonds, which are obligations that are in or near default, and certain residential mortgage-backed securities (RMBS) and 
commercial mortgage-backed securities (CMBS), which are rated by outside modelers, which are carried at the lower of amortized 
cost or fair value.  NAIC ratings are applied to bonds and other securities. Categories 1 and 2 are considered investment grade, 
while Categories 3 through 6 are considered below investment grade.  Bond transactions are recorded on a trade date basis, 
except for private placement bonds that are recorded on the funding date. 
 
The fair value of bonds is based on quoted market prices when available.  If quoted market prices are not available, values 
provided by other third-party organizations are used.  If values provided by other third-party organizations are unavailable, fair 
value is estimated using internal models by discounting expected future cash flows using observable current market rates 
applicable to yield, credit quality and maturity of the investment or using quoted market values for comparable investments.  
Internal inputs used in the determination of fair value include estimated prepayment speeds, default rates, discount rates and 
collateral values, among others.  Structure characteristics and cash flow priority are also considered.  Fair values resulting from 
internal models are those expected to be received in an orderly transaction between willing market participants at the financial 
statement date. 
 
Refer to Note 1c. “Accounting policy” (14) for information on the Company’s policy for determining OTTI. 
 

(3) As of December 31, 2012 and 2011, the Company did not hold any common stocks. 
 

(4) As of December 31, 2012 and 2011, the Company did not hold any preferred stock. 
 

(5) Mortgage loans are valued at the unpaid principal balance of the loan, net of unamortized premium and discount, valuation 
allowances, nonrefundable commitment fees and mortgage interest points.  The mortgage loan portfolio is comprised of seasoned 
pools of homogeneous residential mortgage loans substantially backed by Federal Housing Administration (FHA) and Veterans 
Administration (VA) guarantees. 
 

(6) For fixed income securities that do not have a fixed schedule of payments, such as asset-backed securities (ABS), mortgage-
backed securities (MBS), including RMBS and CMBS, and structured securities, including collateralized debt obligations (CDOs), 
amortization or accretion is revalued quarterly based on the current estimated cash flows, using either the prospective or 
retrospective adjustment methodologies for each type of security.  Certain fixed income securities with the highest ratings from a 
rating agency follow the retrospective method of accounting.  Under the retrospective method, the recalculated effective yield 
equates the present value of the actual and anticipated cash flows, including new prepayment assumptions, to the original cost of 
the investment.  Prepayment assumptions are based on borrower constraints and economic incentives such as the original term, 
age and coupon of the loan as affected by the interest rate environment.  The current carrying value is then increased or 
decreased to the amount that would have resulted had the revised yield been applied since inception, and investment income is 
correspondingly decreased or increased.  All other fixed income securities, such as floating rate bonds including those that have 
been impaired, follow the prospective method of accounting.  Under the prospective method, the recalculated future effective yield 
equates the carrying value of the investment to the present value of the anticipated future cash flows. 
 
Refer to Note 1c. “Accounting policy” (14) for information on the Company’s policy for determining OTTI. 
 

(7) The Company did not own any subsidiaries and did not hold any investments in controlled or affiliated companies. 
 

(8) The Company did not have any investments in joint ventures, partnerships or limited liability companies (LLCs). 
 

(9) The Company did not have any derivative financial instruments. 
 

(10) The Company does not utilize anticipated investment income as a factor in the premium deficiency calculation in accordance with 
Statement of Statutory Accounting Principles (SSAP) No. 54 "Individual and Group Accident and Health Contracts.” 

 
(11) The Company does not have disability or long-term care contracts therefore it does not have any unpaid claim or claim expense 

reserves related to these products. 
 

(12) The Company has not modified its capitalization policy from the prior period. 
 

(13) The Company did not issue any business that would give rise to pharmaceutical rebates or risk sharing receivables. 
 

(14) The book values of investments are written down when declines in values are considered to be other than temporary. 
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
Bonds - general 
 
The Company employs a systematic methodology to evaluate OTTI by conducting a quarterly analysis of all bonds.  The 
Company considers the following factors, where applicable depending on the type of securities, in the evaluation of whether a 
noninterest related decline in value is other than temporary: (a) the likelihood that the Company will be able to collect all amounts 
due according to the contractual terms of the debt security; (b) the present value of the expected future cash flows of the security; 
(c) the characteristics, quality and value of the underlying collateral or issuer securing the position; (d) collateral structure; (e) the 
length of time and extent to which the fair value has been below amortized cost; (f) the financial condition and near-term 
prospects of the issuer; (g) adverse conditions related to the security or industry; (h) the rating of the security; and (i) the 
Company’s ability and intent to hold the investment for a period sufficient to allow for an anticipated recovery to amortized cost. 
 
The Company considers the following factors in the evaluation of whether a noninterest related decline in value is other than 
temporary:  (a) the Company’s near-term intent to sell; (b) the Company’s contractual and regulatory obligations; and (c) the 
Company’s ability and intent not to sell the investment until anticipated recovery of the cost of the investment.   
 
The Company also considers other qualitative and quantitative factors in determining the existence of OTTI including, but not 
limited to, unrealized loss trend analysis and significant short-term changes in value.   
 
For corporate securities, if it is determined that a decline in the fair value of a bond is other than temporary, an OTTI is recognized 
in earnings as a realized loss equal to the difference between the investment’s amortized cost basis and, generally, its fair value 
at the balance sheet date.  For loan-backed and structured securities, if the present value of cash flows expected to be collected 
is less than the amortized cost basis of the security, an OTTI is recognized in earnings as a realized loss equal to the difference 
between the investment’s amortized cost basis and the present value of cash flows expected to be collected.  The expected cash 
flows are discounted at the security’s effective interest rate.  Internal inputs used in determining the amount of the OTTI on 
structured securities include collateral performance including prepayment speeds, default rates, and loss severity based on 
borrower and loan characteristics, as well as deal structure including subordination, over-collateralization and cash flow priority.  
In addition, if the Company has the intent to sell, or the inability, or lack of intent to retain the investment for a period sufficient to 
recover the amortized cost basis, an OTTI is recognized in earnings as a realized loss equal to the entire difference between the 
investment’s amortized cost basis and its fair value at the balance sheet date.   
 
When a bond is other-than-temporarily impaired, a new cost basis is established.  For loan-backed and structured securities, any 
difference between the new amortized cost basis and any increased present value of future cash flows expected to be collected is 
accreted into net investment income over the expected life of the bond. 
 
The impairment review process provides a framework for deriving OTTI in a manner consistent with market participant 
assumptions.  In these analyses, collateral type, investment structure and credit quality are critical elements in determining OTTI. 
 
Bonds - structured and loan-backed securities 
 
ABS and MBS are evaluated for OTTI on a quarterly basis using scenarios customized by collateral type.  Cash flow estimates 
are based on various assumptions and inputs obtained from external industry sources along with internal analysis and actual 
experience.  Assumptions are based on the specifics of each security including collateral type, loan type, vintage and position in 
the structure.  Where applicable, assumptions include prepayment speeds, default rates and loss severity, weighted average 
maturity and changes in the collateral values. 
 
The Company has a review process for determining if CDO investments are at risk for OTTI.  For the senior, mezzanine and 
junior debt tranches, cash flows are modeled using five scenarios based on the current ratings and values of the underlying 
corporate credit risks and incorporating prepayment and default assumptions that vary according to collateral attributes of each 
deal.  The prepayment and default assumptions are varied within each model based upon rating (base case), historical 
expectations (default), rating change improvement (optimistic), rating change downgrade (pessimistic), and fair value (market).  
The default rates produced by these five scenarios are assigned an expectation weight according to current market and economic 
conditions and fed into a sixth scenario.  OTTI is recorded if this sixth scenario results in the default of any principal or interest 
payments due.   
 
For the most subordinated junior CDO tranches, the present value of the projected cash flows in the sixth scenario are measured 
using an effective yield.  If the current book value of the security is greater than the present value measured using an effective 
yield, then an OTTI is taken in an amount sufficient to produce its effective yield.  Certain CDOs cannot be modeled using all six 
scenarios because of limitations on the data needed for all scenarios.  The cash flows for these CDOs, including foreign 
denominated CDOs, are projected using a customized scenario management believes is reasonable for the applicable collateral 
pool. 

 
 

Note 2 – Accounting Changes and Corrections of Errors 
a. Under statutory accounting principles, corrections of prior year errors are recorded in current year surplus on a pretax basis with any 

associated tax impact reported through earnings.  During the year ended December 31, 2012, the Company recorded two offsetting prior 
year errors with a net effect of zero.  During the year ended December 31, 2011, the Company recorded a net decrease to surplus of $1 
million related to policyholders’ reserves. 
 
Certain prior year amounts within these financial statements have been reclassified to conform to the current year presentation. 
 

b. Adoption of new accounting standards: 
In March 2011, the NAIC issued revisions to SSAP No. 100, “Fair Value Measurements,” which requires additional fair value disclosures.  
These additional disclosures include a disclosure of the fair value hierarchy of items that are disclosed with a fair value measurement but 
are not valued at fair value in the balance sheet.  Also, for financial instruments carried at fair value, companies are required to disclose 
purchases, sales, issuances and settlements on a gross basis for fair value measurements categorized in Level 3 of the fair value 
hierarchy.  These new requirements were effective January 1, 2012. 
 
In November 2011, the NAIC issued SSAP No. 101, “Income Taxes, A Replacement of SSAP No. 10R and SSAP No. 10.”  This statement 
establishes statutory accounting principles for current and deferred federal and foreign income taxes and current state income taxes.  This 
statement supersedes SSAP No. 10, “Income Taxes” and SSAP No. 10R, “Income Taxes, A Temporary Replacement of SSAP No. 10,” 
which expired on December 31, 2011.  SSAP No. 101, which was effective on January 1, 2012, has: 1) restricted the ability to use the 3 
years/15 percent of surplus admission rule to those reporting entities that meet the modified Risk Based Capital (RBC) ratio (Ex-DTA RBC 
ratio) threshold, 2) changed the recognition threshold for recording tax contingency reserves from a probable liability standard to a more-
likely-than-not liability standard, 3) required the disclosure of tax planning strategies that relate to reinsurance and, 4) required 
consideration of reversal patterns of DTAs and Deferred Tax Liabilities (DTLs) in determining the extent to which DTLs could offset DTAs 
on the balance sheet.  There was no cumulative effect of adopting this standard. 
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Note 3 – Business Combinations and Goodwill 

a. The Company did not have any business combinations accounted for using the statutory purchase method to be disclosed. 
 

b. There were no business combinations taking the form of a statutory merger to be disclosed. 
 

c. The Company did not enter into any assumption reinsurance agreements. 
 

d. The Company did not recognize an impairment loss on transactions described above. 
 
 

Note 4 – Discontinued Operations 
The Company did not have any discontinued operations. 
 
 

Note 5 – Investments 
a. Mortgage loans: 

(1) During 2012 and 2011, the Company did not purchase residential mortgage loans. 
 

(2) During 2012 and 2011, the Company did not reduce the interest rates of any outstanding mortgage loans. 
 

(3) During 2012 and 2011, the Company did not own any commercial mortgage loans or mezzanine real estate loans. 
 

2012 2011

(4) As of year end, the Company held mortgages w ith interest more than 180 days
past due w ith a recorded investment, excluding accrued interest -$              -$              
a. Total interest due on mortgages w ith interest more than 180 days past due -$              -$              

(5) Taxes, assessments and any amounts advanced and not included in the
mortgage loan total -$              -$              

(6) Current year impaired loans w ith a related valuation allow ance for credit losses -$              -$              
a. Related allow ance for credit losses -$              -$              

(7) Impaired mortgage loans w ithout an allow ance for credit losses -$              -$              

(8) Average recorded investment in impaired loans -$              -$              

(9) Interest income recognized during the period the loans w ere impaired -$              -$              

(10) Amount of interest income recognized on a cash basis during the period the
loans w ere impaired -$              -$              

(11) Allow ance for credit losses
a. Balance at beginning of period -$              -$              
b. Additions charged to operations -                -                
c. Direct w rite-dow ns charged against the allow ances -                -                
d. Recoveries of amounts previously charged off -                -                
e. Balance at end of period -$              -$              

Years Ended December 31,

(In Millions)

 
(12) Interest income earned on impaired loans is accrued on the outstanding principal balance of the loan based on the loan’s 

contractual coupon rate.  Interest is not accrued for impaired loans more than 60 days past due, for loans delinquent more than 90 
days, or when collection of interest is improbable.  The Company continually monitors mortgage loans where the accrual of 
interest has been discontinued, and will resume the accrual of interest on a mortgage loan when the facts and circumstances of 
the borrower and property indicate that the payments will continue to be received according to the terms of the original or modified 
mortgage loan agreement. 
 

b. Debt restructuring: 

2012 2011

(1) The total recorded investment in restructured loans, as of year end -$              -$              

(2) The realized capital losses related to these loans -$              -$              

(3) Total contractual commitments to extend credit to debtors ow ing receivables
w hose terms have been modified in troubled debt restructurings -$              -$              

Years Ended December 31,

(In Millions)

 
(4) Interest income earned on impaired loans is accrued on the outstanding principal balance of the loan based on the loan’s 

contractual coupon rate.  Interest is not accrued for impaired loans more than 60 days past due, for loans delinquent more than 90 
days, or when collection of interest is improbable. 
 

c. Reverse mortgages: 
As of December 31, 2012 and 2011, the Company did not have any reverse mortgages. 

 
d. Loan-backed and structured securities: 

(1) Refer to Note 1c. “Accounting Policy” (6) and (14) for descriptions of sources used to determine prepayment assumptions. 
 

(2) Loan-backed and structured securities recognized OTTI totaling less than $1 million for the years ended December 31, 2012 and 
2011, all of which were classified as present value of cash flows expected to be collected is less than amortized cost. 
 

(3) Refer to Note 36. "Impairment Listing for Loan-Backed and Structured Securities" for a CUSIP level list of impaired structured 
securities where the present value of cash flows expected to be collected is less than the amortized cost. 
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(4)

1.  Less than 12 months -$              

2.  12 months or longer -$              

1.  Less than 12 months -$              
2.  12 months or longer 12$            

b.  The aggregate related fair value of securities w ith unrealized losses:

As of December 31, 2012, the gross unrealized losses and fair values for investments in structured and loan-backed securities
for w hich an OTTI has not been recognized in earnings follow  (in millions):

a.  The aggregate amount of unrealized losses:

 
(5) No additional information. 

 
e. Repurchase agreements: 

(1) The Company did not have any securities purchased under agreement to resell or securities sold under agreement to repurchase 
for the years ended December 31, 2012 or 2011. 
 

f. Real estate: 
(1) The Company did not have any investments in real estate for the years ended December 31, 2012 or 2011. 

 
g. Low Income Housing Tax Credit (LIHTC) properties: 

(1) The Company did not have any LIHTC properties for the years ended December 31, 2012 or 2011. 
 
 

Note 6 – Joint Ventures, Partnerships and LLCs 
a. The Company did not have any investment in joint ventures, partnerships and LLCs, therefore, there was not an individual investment 

exceeding 10% of admitted assets for the years ended December 31, 2012 or 2011. 
 

b. The Company did not have any investment in joint ventures, partnerships and LLCs, therefore, no impairment write-downs were 
recognized for the years ended December 31, 2012 or 2011. 
 
 

Note 7 – Investment Income 
a. Accrued investment income consists primarily of interest and dividends.  Interest is recognized on an accrual basis and dividends are 

recorded as earned on the ex-dividend date.  Due and accrued income is nonadmitted on: (a) bonds and mortgage loans delinquent more 
than 90 days or where collection of interest is improbable; (b) impaired bonds and mortgage loans more than 60 days past due; (c) bonds 
in default; and (d) policy loan interest due and accrued more than 90 days past due and included in the unpaid balance of the policy loan in 
excess of the cash surrender value of the underlying contract. 

 
b. The total amount of due and accrued investment income excluded from surplus was less than $1 million for the year ended December 31, 

2012 and no due and accrued investment income was excluded from surplus for the year ended December 31, 2011. 
 
 

Note 8 – Derivative Instruments 
The Company did not have any derivative instruments for the years ended December 31, 2012 or 2011. 
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Note 9 – Income Taxes 

a. The Company provides for deferred income taxes based on an admissibility limitation of 15% of surplus and a three year 
reversal/realization period. 
 

(1) The net DTA or net DTL recognized in the Company’s assets, liabilities and surplus are as follows: 

Ordinary Capital Total

(a) Gross DTAs 10$             -$              10$            
(b) Statutory valuation allow ance adjustment -                 -                -                 
(c) Adjusted gross DTAs 10               -                10              
(d) DTAs nonadmitted 2                 -                2                
(e) Subtotal net admitted DTA 8                 -                8                
(f) Total gross DTLs (1)               (2)              (3)               
(g) Net admitted DTA(L) 7$               (2)$            5$              

Ordinary Capital Total

(a) Gross DTAs 11$             2$             13$            
(b) Statutory valuation allow ance adjustment -                 -                -                 
(c) Adjusted gross DTAs 11               2               13              
(d) DTAs nonadmitted 5                 1               6                
(e) Subtotal net admitted DTA 6                 1               7                
(f) Total gross DTLs -                 -                -                 
(g) Net admitted DTA(L) 6$               1$             7$              

Ordinary Capital Total

(a) Gross DTAs (1)$             (2)$            (3)$             
(b) Statutory valuation allow ance adjustment -                 -                -                 
(c) Adjusted gross DTAs (1)               (2)              (3)               
(d) DTAs nonadmitted (3)               (1)              (4)               
(e) Subtotal net admitted DTA 2                 (1)              1                
(f) Total gross DTLs (1)               (2)              (3)               
(g) Net admitted DTA(L) 1$               (3)$            (2)$             

December 31, 2012

(In Millions)

Change

(In Millions)

December 31, 2011

(In Millions)
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(2) Pursuant to issued guidance, the Company is admitting DTAs for the current reporting period in accordance with the NAIC 

approved revisions effective for 2011 and 2012.  The amount of adjusted gross DTA admitted under each component and the 
resulting increased amount by tax character are as follows:   

 

Ordinary Capital Total

Admitted DTA 3 years:
(a) Federal income taxes that can be recovered -$               -$              -$               
(b) Remaining adjusted gross DTAs expected

to be realized w ithin 3 years (lesser of 1 or 2): 5                 -                5                
1.     Adjusted gross DTA to be realized 5                 -                5                
2.     Adjusted gross DTA allow ed per 
        limitation threshold 28               -                28              

(c) Total gross DTLs allow ed per limitation threshold 3                 -                3                
(d) Total admitted DTA realized w ithin 3 years 8$               -$              8$              

Ordinary Capital Total

Admitted DTA 3 years:
(a) Federal income taxes that can be recovered 1$               -$              1$              
(b) Remaining adjusted gross DTAs expected

to be realized w ithin 3 years (lesser of 1 or 2): 5                 1               6                
1.     Adjusted gross DTA to be realized 5                 1               6                
2.     Adjusted gross DTA allow ed per 
        limitation threshold 23               1               24              

(c) Total gross DTLs allow ed per limitation threshold -                 -                -                 
(d) Total admitted DTA realized w ithin 3 years 6$               1$             7$              

Ordinary Capital Total

Admitted DTA 3 years:
(a) Federal income taxes that can be recovered (1)$             -$              (1)$             
(b) Remaining adjusted gross DTAs expected

to be realized w ithin 3 years (lesser of 1 or 2): -                 (1)              (1)               
1.     Adjusted gross DTA to be realized -                 (1)              (1)               
2.     Adjusted gross DTA allow ed per 
        limitation threshold 5                 (1)              4                

(c) Total gross DTLs allow ed per limitation threshold 3                 -                3                
(d) Total admitted DTA realized w ithin 3 years 2$               (1)$            1$              

December 31, 2012

(In Millions)

(In Millions)

Change

December 31, 2011

(In Millions)

 
(3)     The Company’s total realization threshold limitations are as follows:   

 

2012 2011

(a) Ratio percentage used to determine
recovery period and threshold limitation 7407 % 6561 %

(b) Amount of adjusted capital and surplus used to 

determine recovery period and threshold
limitation above 184$          162$           

($ In Millions)

December 31,
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(4)     The ultimate realization of DTAs depends on the generation of future taxable income during the periods in which the temporary 

differences are deductible. Management considers the scheduled reversal of DTLs (including the impact of available carryback 
and carryforward periods), projected taxable income and tax-planning strategies in making this assessment.  The impact of tax-
planning strategies is as follows:   

Ordinary Capital Total

Impact of tax planning strategies:
(a) Adjusted gross DTAs

(% of total adjusted gross DTAs) 0 % 0 % 0 %

(b) Net admitted adjusted gross DTAs

(% of total net admitted adjusted gross DTAs) 0 % 0 % 0 %

Ordinary Capital Total

Impact of tax planning strategies:
(a) Adjusted gross DTAs

(% of total adjusted gross DTAs) 0 % 0 % 0 %

(b) Net admitted adjusted gross DTAs

(% of total net admitted adjusted gross DTAs) 0 % 21 % 21 %

Ordinary Capital Total

Impact of tax planning strategies:
(a) Adjusted gross DTAs

(% of total adjusted gross DTAs) 0 % 0 % 0 %

(b) Net admitted adjusted gross DTAs

(% of total net admitted adjusted gross DTAs) 0 % (21)% (21)%

(c) There are no reinsurance strategies included in the Company's tax-planning.

Change

(Percent)

December 31, 2011

(Percent)

December 31, 2012

(Percent)

 
b. The Company does not have any deferred tax liabilities not recognized. 
 
c. The provision for current tax expense on earnings is as follows: 

2012 2011 Change
1.

(a) Federal income tax expense on operating earnings 3$              1$               2$               
(b) Foreign income tax expense on operating earnings -                -                 -                 
(c) Total federal and foreign income tax expense

on operating earnings 3                1                 2                 
(d) Federal income tax expense (benefit) on net realized 

capital gains (losses) (2)              -                 (2)               
(e) Utilization of capital loss carry-forw ards -                -                 -                 
(f) Other -                -                 -                 
(g) Total federal and foreign income tax expense 1$              1$               -$               

(In Millions)

Years Ended December 31,
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs are as follows: 

2012 2011 Change

2. DTAs:
(a) Ordinary

(1)     Discounting of unpaid losses -$              -$               -$               

(2)     Unearned premium reserve -                -                 -                 
(3)     Policyholder reserves 1                1                 -                 
(4)     Investments -                -                 -                 
(5)     Deferred acquisition costs 8                9                 (1)               
(6)     Policyholder dividends accrual -                -                 -                 
(7)     Fixed assets -                -                 -                 
(8)     Compensation and benef its accrual -                -                 -                 
(9)     Pension accrual -                -                 -                 
(10)   Receivables - nonadmitted -                -                 -                 

(11)   Net operating loss carry-forw ard -                -                 -                 
(12)   Tax credit carry-forw ard -                -                 -                 
(13)   Other 1                1                 -                 

  Total ordinary DTAs 10              11               (1)               

(b) Statutory valuation allow ance adjustment -                -                 -                 
(c) Nonadmitted DTAs 2                5                 3                 
(d) Admitted ordinary DTAs (2a-2b-2c) 8                6                 2                 

(e) Capital
(1)     Investments -                2                 (2)               
(2)     Net capital loss carry-forw ard -                -                 -                 
(3)     Real estate -                -                 -                 
(4)     Other -                -                 -                 

  Total capital DTAs -                2                 (2)               
(f) Statutory valuation allow ance adjustment -                -                 -                 
(g) Nonadmitted DTAs -                1                 (1)               

(h) Admitted capital DTAs (2e-2f-2g) -                1                 (1)               

(i) Admitted DTAs 8                7                 1                 

3 DTLs:
(a) Ordinary

(1)     Investments -                -                 -                 
(2)     Fixed assets -                -                 -                 
(3)     Deferred and uncollected premium -                -                 -                 
(4)     Policyholder reserves -                -                 -                 
(5)     Other 1                -                 1                 

  Total ordinary DTLs 1                -                 1                 
(b) Capital

(1)     Investments 2                -                 2                 
(2)     Real estate
(3)     Other

  Total capital DTLs 2                -                 2                 

(c) Total DTLs 3                -                 3                 

4. 5$              7$               (2)$             

December 31,

(In Millions)

Net DTA(L)

 
The change in net deferred income taxes is comprised of the following:   

 

2012 2011

(1) Net DTA(L) (6)$            (7)$             
Less:  Items not recorded in the change in 

net deferred income taxes:
(2) Tax-effect of unrealized gains/losses -                -                 
(3) Change in net deferred income taxes (6)$            (7)$             

(In Millions)

Years Ended December 31,
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d. The components of federal and foreign income tax on operating items is recorded on the Summary of Operations and Capital and Surplus 

Account and is different from that which would be obtained by applying the prevailing federal income tax rate to operating income before 
taxes.  The significant items causing this difference are as follows:   

2012 2011

(1) Provision computed at statutory rate 8$               11$             
(2) Investment items (1)               (3)               

Total statutory income tax expense (benefit) 7$               8$               

(3) Federal and foreign income tax expense (benefit) 1$               1$               
(4) Change in net deferred income taxes 6                 7                 

Total statutory income tax expense (benefit) 7$               8$               

Years Ended December 31,

(In Millions)

 
e. (1)     As of December 31, 2012, the Company had no net operating or capital loss carryforwards to include in deferred income taxes.  The   

Company has no total tax credit carryforwards.   
 

(2)     During the years ended December 31, 2012, 2011 and 2010, the Company paid federal income taxes in the amount of $1 million, $3 
million and $7 million, respectively.  There are no federal income taxes available for recovery as of the year ended December 31, 
2012.   

 
(3)     As of December 31, 2012 and 2011, the Company had no protective deposits recognized as admitted assets. 

 
f. (1)    The Company is included in a consolidated U.S. federal income tax return with its parent, Massachusetts Mutual Life Insurance 

Company (MassMutual), a mutual life insurance company domiciled in the Commonwealth of Massachusetts, and MassMutual’s 
eligible U.S. subsidiaries.  The Company also files income tax returns in various states and foreign jurisdictions.   

 
(2)     The Company, MassMutual and MassMutual’s eligible subsidiaries and certain affiliates (the Parties) have executed and are subject 

to a written tax allocation agreement (the Agreement).  The Agreement sets forth the manner in which the total combined federal 
income tax is allocated among the Parties.  The Agreement provides the Company with the enforceable right to recoup federal 
income taxes paid in prior years in the event of future net losses, which it may incur.  Further, the Agreement provides the Company 
with the enforceable right to utilize its net losses carried forward as an offset to future net income subject to federal income taxes.   

 
g. (1)     Companies are required to disclose unrecognized tax benefits, which are the tax effect of positions taken on their tax returns which 

may be challenged by the various taxing authorities, in order to provide users of financial statements more information regarding 
potential liabilities.  The Company recognizes tax benefits and related reserves in accordance with existing statutory accounting 
guidance for liabilities, contingencies and impairments of assets.   

 
(2)    The Small Business Jobs Act of 2010, enacted in September 2010, provided an additional one year extension of the 50% first year 

bonus depreciation for property placed in service in 2010.  The Tax Relief, Unemployment Insurance Reauthorization, and Job 
Creation Act of 2010 became law on December 17, 2010.  This Act allows the extension of 50% bonus depreciation through 2012 
with the option of claiming 100% bonus depreciation for certain property placed in service after September 8, 2010, through 2011.  
The American Taxpayer Relief Act of 2012, signed into law on January 2, 2013, extended the 50% first year bonus depreciation to 
qualified property acquired and placed into service before January 1, 2014.  These new tax provisions will not have a material effect 
on the Company’s financial position or liquidity.   

 
(3)    The Internal Revenue Service (IRS) has completed its examination of the years 2007 and prior.  The IRS is currently auditing the 

years 2008 through 2010.  The Company does not expect a material change in its financial position or liquidity as a result of these 
audits.   

 
(4)     In July 2012, the Internal Revenue Service issued an industry directive that addressed the proper timing of partial worthlessness tax 

deductions claimed by insurance companies for certain securities, including regular interests in mortgage backed securities.  In the 
fourth quarter 2012, the Company recorded a net federal income tax benefit of $3 million in net realized capital gain, with a 
corresponding net decrease in deferred tax assets recorded through surplus 

 
 

Note 10 – Information Concerning Parent, Subsidiaries and Affiliates 
a. The Company is a wholly owned subsidiary of C.M. Life Insurance Company (C.M. Life), a stock life insurance company domiciled in the 

state of Connecticut. 
 

b. The Company did not have any material noninsurance related party transactions as of December 31, 2012 and 2011. 
 

c. See Schedule Y for subsidiaries and controlled affiliates (SCAs) activity. 
 

d. As of December 31, 2012 and 2011, the Company reported less than $1 million as amounts due from subsidiaries and affiliates and $2 
million and $3 million, respectively, as amounts due to subsidiaries and affiliates. Terms require settlement of these amounts within 30 to 
90 days.   
 

e. The Company has a modified coinsurance (Modco) quota-share reinsurance agreement with MassMutual where the Company cedes 100% 
of the premium on new issues of bank-owned life insurance policies.  In return, MassMutual pays the Company a stipulated expense 
allowance, death and surrender benefits. The Company retains the assets and related reserves for payment of future benefits on the ceded 
policies.  The Modco adjustment is the mechanism by which MassMutual funds the reserve on the reinsured portion of the risk.  It is needed 
to adjust for the financial effect of the Company holding the reserves on the ceded coverage rather than MassMutual. 
 
The Company also has a stop-loss agreement with MassMutual under which the Company cedes claims which, in aggregate, exceed 
0.70% of the covered volume for any year, with maximum coverage of $25 million above the aggregate limit.  The aggregate limit was $34 
million in 2012 and $19 million in 2011 and it was not exceeded in either year.   
 
The Company has a quota-share reinsurance agreement with MassMutual in which MassMutual assumes specific plans of insurance on a 
yearly renewable term basis.   
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The net amounts outstanding with MassMutual for the various reinsurance agreements were $34 million and $31 million due from 
MassMutual as of December 31, 2012 and 2011, respectively.  These outstanding balances are due and payable with terms ranging from 
monthly to annually, depending on the agreement in effect. 
 
The following summarizes reinsurance transactions between the Company and MassMutual:   
 

2012 2011

Premium expense ceded, related to:
Quota-share reimbursement agreements (8)$           (8)$           

Modif ied coinsurance adjustments ceded,
included in fees and other income (8)             (7)             

Expense allow ances on reinsurance ceded,
included in fees and other expense, related to:
Modified coinsurance agreements 5               5               

Policyholders' benefits ceded, related to:
Modified coinsurance agreements 7               1               
Quota-share reimbursement agreements 5               5               

Experience refunds (paid) received, related to: 
Modified coinsurance agreements (1)             1               

Years Ended December 31,

(In Millions)

 
f. The Company has an agreement where MassMutual, for a fee, furnishes the Company, as required, operating facilities, human resources, 

computer software development and managerial services.  Investment and administrative services are also provided to the Company 
pursuant to a management services agreement with MassMutual.  While management believes that these fees are calculated on a 
reasonable basis, these fees may not necessarily be indicative of the costs that would have been incurred on a stand-alone basis.  The 
following summarizes the transactions between the Company and the related parties: 
 

2012 2011

Fee income:
Recordkeeping and other services 1$             1$             
Investment advisory income 2               2               

Fee expense:
Management and service contracts and cost-sharing 10             11             

Years Ended December 31,

(In Millions)

 
The Company participates in variable annuity exchange programs with MassMutual, where certain Company variable annuity contract 
holders can make a nontaxable exchange of their contract for an enhanced MassMutual variable annuity contract.  The Company did not 
record any surrender benefits in 2012 or 2011 related to these exchange programs. 
 

g. All outstanding shares of the Company were owned by its parent. 
 

h. The Company does not have an investment in its parent. 
 

i. As of December 31, 2012, the Company did not have an investment in subsidiary, controlled and affiliate companies exceeding 10% of 
admitted assets. 
 

j. The Company does not have an impairment write-down of any SCA entities during the statement period. 
 

k. The Company has no foreign insurance subsidiary whose value is calculated by adjusting annuity GAAP account value reserves using the 
Commissioners’ Annuity Reserve Valuation Method and the related Actuarial Guidelines.  
 

l. The Company does not hold an investment in a downstream noninsurance holding company. 
 
 

Note 11 – Debt 
a. The Company did not have any capital notes or liability for borrowed money as of December 31, 2012 or 2011. 

 
The Company did not have any debt that was considered to be extinguished by in-substance defeasance. 
 
The Company did not set aside assets after the effective date of this statement solely for satisfying debt obligations. 

 
b. The Company is not a member of the Federal Home Loan Bank (FHLB) therefore it has no FHLB funding agreements. 

 
 

Note 12 – Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement 
Benefit Plans 

a. The Company did not have any defined benefit pension plans for which the reporting entity is directly liable. 
 

b. The Company did not have any defined contribution plans. 
 

c. The Company did not have multi-employer plans. 
 

d. Consolidated/Holding Company plans: 
MassMutual charges allocated expenses to the Company based on relative weighted commissions for agents and time studies of its 
employees.  The Company recorded an expense of $1 million for the years ended December 31, 2012 and 2011 for these plans. 
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e. The Company does not accrue for postemployment benefits and compensated absences since it does not have any employees. 

 
f. The Company has determined that benefits provided by its plan are actuarially equivalent to Medicare Part D under the Medicare 

Modernization Act.   
 
 

Note 13 – Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations 
(1) The Company had 50,000 shares authorized, 12,501 shares issued and outstanding as of December 31, 2012.  The par value was $200. 

 
(2) The Company did not have any preferred stock outstanding.  

 
(3) Without the prior approval of the Insurance Commissioner of the State of Connecticut (the Commissioner), total dividends paid to the 

Company's shareholder in a twelve month period are limited to the greater of (i) 10% of the Company's surplus as of December 31 of the 
preceding year or (ii) the net gain from operations for the twelve month period ending on December 31 of the preceding year; each case 
is determined using statutory accounting policies.  In addition, the prior approval of the Commissioner is required if any dividend or 
distribution exceeds the Company's earned surplus.  Under these regulations, $20 million of shareholder’s equity is available for 
distribution to the shareholder in 2013 without prior regulatory approval. 

 
(4) The Company did not pay a dividend or a return of capital to C.M. Life in 2012 or 2011.     

 
(5) Within the limits of (3) above, there are no restrictions placed on the portion of Company profits that may be paid as ordinary dividends to 

the stockholder.  
 

(6) There are no restrictions on unassigned surplus funds. 
 

(7) The Company did not make any advances to surplus. 
 

(8) The Company did not have any stock held for special purposes. 
 

(9) The Company does not have any special surplus funds. 
 

(10) The portion of unassigned funds (surplus) represented by unrealized gains and losses (cumulative) was less than $1 million as of 
December 31, 2012 and 2011.  

 
(11) The Company did not have any surplus debentures or similar obligations. 

 
(12) There were no restatements due to prior quasi-reorganizations. 

 
(13) There were no quasi-reorganizations in the prior ten years. 

 
 

Note 14 – Contingencies 
a. Contingent commitments: 

In the normal course of business, the Company enters into commitments to purchase certain investments.  The majority of these 
commitments have funding periods that extend between one and five years.  The Company is not required to fund commitments once the 
commitment period expires.  As of December 31, 2012 or 2011, the Company had no commitments.  
 

b. Assessments: 
The Company is subject to insurance guaranty fund laws in the states in which it does business.  These laws assess insurance companies 
amounts to be used to pay benefits to policyholders and policy claimants of insolvent insurance companies.  Many states allow these 
assessments to be credited against future premium taxes.  The Company believes such assessments in excess of amounts accrued will 
not materially impact its financial position, results of operations or liquidity. 
 

c. Gain contingencies: 
No material gain contingencies were realized subsequent to December 31, 2012 through the filing date. 
 

d. The Company did not have any claims related to extra contractual obligations in 2012.  
 

e. All other contingencies: 
The Company is involved from time to time in litigation arising in and out of the normal course of business, which seeks both compensatory 
and punitive damages.  While the Company is not aware of any actions or allegations that should reasonably give rise to a material 
adverse impact to the Company’s financial position or liquidity, the outcome of litigation cannot be foreseen with certainty.  It is the opinion 
of management that the ultimate resolution of these matters will not materially impact the Company’s financial position or liquidity.  
However, the outcome of a particular proceeding may be material to the Company’s operating results for a particular period depending 
upon, among other factors, the size of the loss or liability and the level of the Company’s income for the period.     
 

f. Regulatory matters: 
The Company is subject to governmental and administrative proceedings and regulatory inquiries, examinations and investigations in the 
ordinary course of its business.  In connection with regulatory inquiries, examinations and investigations, the Company has been contacted 
by various regulatory agencies including, among others, the Securities and Exchange Commission, the U.S. Department of Labor and 
various state insurance departments and state attorneys general.  The Company has cooperated fully with these regulatory agencies with 
regard to their inquiries, examinations and investigations and has responded to information requests and comments. 
 
Market volatility in the financial services industry over the last several years has contributed to increased scrutiny of the entire financial 
services industry.  Therefore, the Company believes that it is reasonable to expect that proceedings, regulatory inquiries, examinations and 
investigations into the insurance and financial services industries will continue for the foreseeable future.  Additionally, new industry-wide 
legislation, rules and regulations could significantly affect the insurance and financial services industries as a whole.  It is the opinion of 
management that the ultimate resolution of these regulatory inquiries, examinations, investigations, legislative and regulatory changes of 
which we are aware will not materially impact the Company’s financial position or liquidity.  However, the outcome of a particular matter 
may be material to the Company’s operating results for a particular period depending upon, among other factors, the financial impact of the 
matter and the level of the Company’s income for the period. 
 
 

Note 15 – Leases 
The Company did not have any lease obligations. 
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Note 16 – Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With Concentrations of 

Credit Risk 
There were no contracts for the years ended December 31, 2012 or 2011. 
 
 

Note 17 – Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities 
a. During 2012 and 2011, the Company did not transfer any receivables that were reported as sales. 

 
b. Transfer and Servicing of Financial Assets: 

(1) The Company did not receive any assets or incur liabilities in transfers of financial assets during 2012 or 2011 for which 
estimation of fair value was not practicable. 

 
(2) The Company did not participate in securities lending as of December 31, 2012 or 2011. 

 
(3) The Company did not have any servicing assets or liabilities in 2012 or 2011. 

 
(4) The Company did not have securitized financial assets that were accounted for as a sale in 2012 or 2011. 

 
(5) The Company did not have interests that continue to be held by a transferor in securitized financial assets in 2012 or 2011.   

 
(6) The Company did not have any transfers of receivables with recourse in 2012 or 2011. 

 
c. Wash sales: 

(1) In the course of the Company’s investment management activities, securities may be sold at a loss and repurchased within 30 
days of the sale date to enhance the Company’s yield on its investment portfolio. 

 
(2) The Company did not sell any securities at a loss or in a loss position with the NAIC Designation 3 or below through the years 

ended December 31, 2012 or 2011 that were reacquired within 30 days of the sale date. 
 
 

Note 18 – Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans 
The Company did not write any accident and health plans.  Therefore, the Company did not have any uninsured accident and health plans. 
 
 

Note 19 – Direct Premium Written/Produced By Managing General Agents/Third Party Administrators 
The Company did not have any premium written through managing general agents or third party administrators. 
 
 

Note 20 – Fair Value Measurements 
a. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date. The authoritative guidance around fair value establishes a measurement framework that 
includes a hierarchy used to classify the inputs used in measuring fair value. The hierarchy prioritizes the inputs to valuation techniques 
into three levels. Each level reflects a unique description of the inputs that are significant to the fair value measurements. The levels of the 
fair value hierarchy are as follows: 

 
Level 1 – Observable inputs in the form of quoted prices for identical instruments in active markets. 
 
Level 2 – Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted prices in markets that 
are not active or other inputs that are observable or can be derived from observable market data for substantially the full term of the assets 
or liabilities. 
 
Level 3 – One or more unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets 
or liabilities. Level 3 assets and liabilities include financial instruments whose value is determined using internal models, as well as 
instruments for which the determination of fair value requires significant management judgment or estimation.  
 

(1) The following presents the Company’s fair value hierarchy for assets and liabilities carried at fair value: 
 

Level 1 Level 2 Level 3 Total

Financial assets:

Cash equivalents and

short-term investments (1)  $              -  $           97  $              -  $           97 

Separate account assets (2)             792          2,293                  -          3,085 

Total f inancial assets carried

at fair value  $      792  $   2,390  $           -  $   3,182 

(1)

(2) $1,026 million of book value separate account assets are not carried at fair value and
therefore, are not included in this table.

December 31, 2012

(In Millions)

Does not include cash of $(7) million.

 
 
For the year ended December 31, 2012 there were no significant transfers between Level 1 and 2. 
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(2) The following presents changes in the Company’s Level 3 financial instruments which are carried at fair value: 

 
Beginning Gains Gains Ending

Balance as of Transfers Transfers (Losses) in (Losses) in Balance as of

01/01/2012 In Out Net Income Surplus Purchases Issuances Sales Settlements 12/31/2012

Financial assets:

Separate account assets  $              -    $              -    $              -    $           -    $           -    $           -    $           -    $        -    $                  -    $               -   

Total Level 3 f inancial assets

carried at fair value  $                -  $                -  $                -  $             -  $             -  $             -  $             -  $          -  $                    -  $                 - 

(In Millions)

 
(3) The Company reviews the fair value hierarchy classifications at each reporting period. Overall, reclassifications between levels 

occur when there are changes in the observability of inputs and market activity used in the valuation of a financial asset or liability. 
Such reclassifications are reported as transfers between levels at the beginning fair value for the reporting period in which the 
changes occur. Given the types of assets classified as Level 1, transfers between Level 1 and Level 2 measurement categories 
are expected to be infrequent. 

 
(4) Valuation Techniques and Inputs 

 
The Company determines the estimated fair value of its investments using primarily the market approach or the income approach.  
The use of quoted prices for identical assets and matrix pricing or other similar techniques are examples of market approaches, 
while the use of discounted cash flow methodologies is an example of the income approach.  The Company attempts to maximize 
the use of observable inputs and minimize the use of unobservable inputs in selecting whether the market or the income approach 
is used. 
 
A description of the significant valuation techniques and inputs to the determination of estimated fair value for the more significant 
asset and liability classes measured at fair value on a recurring basis and categorized within Level 2 and Level 3 of the fair value 
hierarchy is as follows: 
 
Separate account assets - These assets primarily include bonds (industrial and miscellaneous; U.S. government and agencies), 
cash equivalents and short−term investments. Their fair values are determined as follows: 
 

Bonds (Industrial and miscellaneous) - These securities are principally valued using the market or the income 
approaches. Level 2 valuations are based primarily on quoted prices in markets that are not active, broker quotes, 
matrix pricing or other similar techniques that use standard market observable inputs such as benchmark yields, 
spreads versus benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable 
securities. Privately placed securities are valued using discounted cash flow models using standard market observable 
inputs, and inputs derived from, or corroborated by, market observable data including market yield curve, duration, call 
provisions, observable prices and spreads for similar publicly traded or privately traded issues that incorporate the credit 
quality and industry sector of the issuer. This level also includes securities priced by independent pricing services that 
use observable inputs. Valuations based on matrix pricing or other similar techniques that utilize significant 
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable market data, 
including adjustments for illiquidity, delta spread adjustments or spreads to reflect industry trends or specific 
credit−related issues are classified as Level 3. In addition, inputs including quoted prices for identical or similar 
securities that are less liquid and based on lower levels of trading activity than securities classified in Level 2 are 
classified as Level 3. 

 
Cash equivalents and short−term investments - The values are determined consistent with similar general account 
assets described below. 

 
Cash equivalents and short−term investments - Cash equivalents and short−term investments consist of highly liquid investments 
and include money market instruments, commercial paper and other highly liquid debt instruments.  Money market instruments 
are generally valued using unadjusted quoted prices in active markets that are accessible for identical assets and are primarily 
classified as Level 1.  The remaining instruments in the cash equivalents and short−term investments category are typically not 
traded in active markets; however, their fair values are based on market observable inputs and, accordingly, these investments 
have been classified within Level 2 in the fair value hierarchy. 
 
The use of different assumptions or valuation methodologies may have a material impact on the estimated fair value amounts.  
For the periods presented, there were no significant changes to the Company's valuation techniques. 

 
(5) The Company does not have any derivative assets or liabilities as of year ended December 31, 2012. 

 
b. The Company provides additional fair value information in Notes 1, 21, and 34. 
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c. The following presents a summary of the carrying values and fair values of the Company’s financial instruments: 

 

Not

Practicable
Aggregate Admitted (Carrying
Fair Value Assets Value)

Financial assets:

Bonds

U. S. government and agencies  $              4  $             4  $         -  $        4  $         -  $         - 

Special revenue -                 -                -              -              -              -               

Industrial and miscellaneous 142             132           -              123         19            -               

Parent, subsidiaries and aff iliates 6                 6               -              6             -              -               

Mortgage loans - residential 5                 5               -              -              5              -               

Cash, cash equivalents and

short-term investments 90               90             (7)            97           -              -               

Separate account assets 4,161          4,111        793          3,340      28            -               

Financial liabilities:

Investment-type insurance contracts

Individual annuity investment contracts 2                 3                              -                -               2                - 

Supplementary investment contracts 6                 6                              -                -               6                - 

Level 1 Level 2 Level 3

December 31, 2012

(In Millions)

 
 

d. As of December 31, 2012, the Company had no investments where it was not practicable to estimate fair value. 
 
 

Note 21 – Other Items 
a. There were no extraordinary items requiring disclosure. 

 
b. There were no troubled debt restructurings that occurred during the period for which the financial statements are presented. 

 
c. Other disclosures: 

The Company had assets which were on deposit with government authorities or trustees as required by law in the amount of $4 million as 
of December 31, 2012 and 2011. 
 

d. The Company did not have admitted amounts receivable for uninsured plans, bills receivable, retrospectively rated contracts, protective 
deposits or amounts due from agents.  All admitted uncollected premium balances have been evaluated as reasonably collectible.  
 

e. The Company did not receive any business interruption recoveries in 2012.   
 

f. The Company did not have any unused state transferable tax credits in 2012. 
 

g. Subprime mortgage related risk exposure: 
(1) The Company does not have any direct exposure through investments in subprime mortgage loans. 

 
(2) The Company does not have any direct exposure through investments in subprime mortgage loans. 

 
(3) Direct exposure through other investments: 

 
Residential mortgage-backed securities risk exposure: 
 
Portfolios of asset-backed securities, including RMBS and CMBS, are evaluated on a periodic basis using scenarios customized 
by collateral type.  The Company performs sensitivity analysis on defaults as loan-to-values change, and on defaults as 
prepayments change using default curves under various scenarios.  The Company combines scenario analysis with a monthly 
surveillance process in which it compares actual delinquencies and defaults to expectations established at the time securities are 
acquired as well as expectations considering current market conditions, and performs a statistical review to determine potential 
losses relative to credit support of troubled loan exposures on a transaction-by-transaction basis. 
 
Management used a combination of external vendor prices, broker quotations and internal models for purposes of deriving fair 
value.  Internal inputs used in the determination of fair value included estimates of prepayment speeds, default rates, discount 
rates and collateral values, among others.  Structure characteristics and results of cash flow priority are also considered.  Fair 
values resulting from internal models are those expected to be received in an orderly transaction between willing market 
participants at the financial statement date. 
 
The Company holds certain investments backed by pools of residential mortgages.  The majority of these investments are 
included in bonds.  The mortgages in these pools have varying risk characteristics and are commonly categorized as being of 
U.S. government agency, non-agency prime, Alt-A and subprime borrower quality.  The Alt-A category includes option adjustable 
rate mortgages and the subprime category includes 'scratch and dent' or reperforming pools, high loan-to-value pools, and pools 
where the borrowers have very impaired credit but the average loan-to-value is low, typically 70% or below at origination.  In 
identifying Alt-A and subprime exposure, management used a combination of qualitative and quantitative factors, including FICO 
scores and loan-to-value ratios. 
 
Residential mortgage loan pools are pools of homogeneous residential mortgage loans substantially backed by FHA and VA 
guarantees.  The Company purchases seasoned loan pools, most of which are FHA insured or VA guaranteed.  The Company 
does not originate any residential mortgages but invests in residential mortgage loan pools which may contain mortgages of 
subprime credit quality.  As of December 31, 2012 and 2011, the Company did not have any direct subprime exposure through 
the purchases of unsecuritized whole-loan pools. 
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The actual cost reduced by paydowns, carrying value, fair value and related gross realized losses from OTTI of the Company’s 
investments with significant Alt-A and subprime exposure were as follows: 
 

Year Ended
December 31,

2012
Actual Carrying Fair 

Alt-A: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          7  $          5  $          6  $         - 

b. Commercial mortgage-backed securities              -              -              -             - 

c. Collateralized debt obligations              -              -              -             - 

d. Structured securities              -              -              -             - 

e. Equity investment in subsidiary and controlled 

aff iliates              -              -              -             - 
f. Other assets              -              -              -             - 

g.  Total   $          7  $          5  $          6  $         - 

(In Millions)

December 31, 2012

 
Year Ended

December 31,
2012

Actual Carrying Fair 

Subprime: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          6  $          3  $          3  $         - 

b. Commercial mortgage-backed securities              -              -              -             - 

c. Collateralized debt obligations              -              -              -             - 

d. Structured securities              -              -              -             - 

e. Equity investment in subsidiary and controlled 
aff iliates              -              -              -             - 

f. Other assets              -              -              -             - 

g. Total  $          6  $          3  $          3  $         - 

(In Millions)

December 31, 2012

 
Year Ended

December 31,
2011

Actual Carrying Fair 

Alt-A: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          9  $          7  $          6  $      (1)

b. Commercial mortgage-backed securities              -              -              -             - 

c. Collateralized debt obligations              -              -              -             - 

d. Structured securities              -              -              -             - 

e. Equity investment in subsidiary and controlled 

aff iliates              -              -              -             - 
f. Other assets              -              -              -             - 

g.  Total   $          9  $          7  $          6  $      (1)

(In Millions)

December 31, 2011
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Year Ended

December 31,
2011

Actual Carrying Fair 

Subprime: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          7  $          3  $          3  $         - 

b. Commercial mortgage-backed securities              -              -              -             - 

c. Collateralized debt obligations              -              -              -             - 

d. Structured securities              -              -              -             - 

e. Equity investment in subsidiary and controlled 

aff iliates              -              -              -             - 
f. Other assets              -              -              -             - 

g. Total  $          7  $          3  $          3  $         - 

(In Millions)

December 31, 2011

 
 

(4) The Company has no underwriting exposure to subprime mortgage risk through Mortgage Guaranty or Financial Guaranty 
insurance coverage. 

 
h. Retained asset accounts: 

(1) The Company offers the use of retained asset accounts as one of the options available to beneficiaries.  This option must be 
affirmatively elected and is not treated as a default.  An unaffiliated third party provider services certain aspects of the retained 
asset accounts.  Beneficiaries draw funds from retained asset accounts utilizing drafts.  The Company funds those drafts through 
an unaffiliated bank.  During the reporting year, the interest earned by beneficiaries was an annual effective rate of 0.25% and did 
not change within the reporting year.  There is no fee charged to the beneficiary to establish this account.  There are no 
maintenance or service fees.  A $12.00 stop payment fee, a $10.00 insufficient funds fee and a $2.00 duplicate draft fee will apply.  
Assets and liabilities relating to retained asset accounts remain with the Company and are reported within the Company’s financial 
statements as assets and supplemental contracts without life contingencies.   

 
(2)  

Number Balance Number Balance

a. Up to and including 12 months 10              1,408$       3                311$          
b. 13 to 24 Months 3                88              -                -                
c. 25 to 36 Months -                -                -                -                
d. 37 to 48 Months -                -                -                -                
e. 49 to 60 Months -                -                -                -                
f . Over 60 Months -                -                -                -                
g. Total 13              1,496$       3                311$          

($ In Thousands)
Account aging categories:

Retained Asset Accounts In Force
December 31,

2012 2011

 
(3)  

Number Balance Number Balance

a. Retained asset accounts as of
January 1, 2012 3                311$          -                -$              

b. Retained asset accounts issued 15              1,911         -                -                
c. Investment earnings credited to

retained asset accounts N/A 2                N/A    -
d. Fees and other charges assessed

to retained asset accounts N/A    - N/A   -
e. Retained asset accounts transferred

to state unclaimed property funds -                   -    -   -
f . Retained asset account closed/w ithdraw n (5)              (728)          -                -                
g. Retained asset account as of

December 31, 2012 13              1,496$       -                -$              

($ In Thousands)

Individual Group

 
i. Business risks: 

 
The Company operates in a business environment subject to various risks and uncertainties.  Such risks and uncertainties include, but are 
not limited to, interest rate risk and credit risk.  Interest rate risk is the potential for interest rates to change, which can cause fluctuations in 
the value of investments and amounts due to policyholders.  To the extent that fluctuations in interest rates cause the duration of assets 
and liabilities to differ, the Company controls its exposure to this risk by, among other things, asset/liability management techniques that 
account for the cash flow characteristics of the assets and liabilities. 
 
Investment and interest rate risks  
 
Investment earnings can be influenced by a number of factors including changes in interest rates, credit spreads, equity markets, general 
economic conditions and asset allocation.  The Company employs a rigorous asset/liability management process to help manage the 
economics related to investment risks, in particular interest rate risk.   
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As interest rates decline, certain securities are more susceptible to paydowns and prepayments.  During such periods, the Company 
generally will not be able to reinvest the proceeds at comparable yields.  Lower interest rates will likely result in lower net investment 
income and, if declines are sustained for a long period of time, the Company may be subject to reinvestment risks.  Declining interest rates 
also result in increases in the fair value of the investment portfolio.   
 
Interest rates also have an impact on the Company’s products with guaranteed minimum payouts and interest credited to account holders.  
As interest rates decrease, investment spreads may contract as interest rates approach minimum guarantees, leading to an increased 
liability to the Company.   
 
In periods of increasing interest rates, life insurance policy loans, surrenders and withdrawals may increase as policyholders seek 
investments with higher perceived returns.  This could result in cash outflows requiring the Company to sell invested assets at a time when 
the prices of those assets are adversely affected by the increase in market interest rates, which could cause the Company to realize 
investment losses.   
 
Asset-based fees calculated as a percentage of the separate account assets are a source of revenue to the Company.  Gains and losses 
in the equity markets may result in corresponding increases and decreases in the Company’s separate account assets and related 
revenue. 
 
Credit and other market risks  
 
Credit risk is the risk that issuers of investments owned by the Company may default or that other parties may not be able to pay amounts 
due to the Company.  The Company attempts to manage its investments to limit credit risk by diversifying its portfolio among various 
security types and industry sectors. 
 
Since late 2006, declining U.S. housing prices led to higher delinquency and loss rates, reduced credit availability, and reduced liquidity in 
the residential loan and securities markets.  The decline in housing prices was precipitated by several years of rising residential mortgage 
rates, relaxed underwriting standards by residential mortgage loan originators and substantial growth in affordable mortgage products 
including pay option adjustable rate mortgages and interest only loans.    
 
The downturn in housing prices caused a decline in the credit performance of RMBS with unprecedented borrower defaults.  Market pricing 
was affected both by the deterioration in fundamentals as well as by the reduced liquidity and higher risk premium demanded by investors.  
As measured by Case-Shiller’s home price index, house prices were flat to negative from mid-2011 to mid-2012; the index has turned 
positive more recently.  Liquidation rates and foreclosure resolutions remain low but are above their post-crisis bottoms.  Liquidity for 
securities was weak for most of 2011, but 2012 has seen increased liquidity and trading activity as market participants focus on relative 
value, improving fundamentals and the scarcity of RMBS due to a lack of new issuance.  This has led to the highest post-crisis prices for all 
RMBS asset classes.    
 
The Company has implemented a review process for determining the nature and timing of OTTI on securities containing these risk 
characteristics.  Cash flows are modeled for all bonds deemed to be at risk for impairment using prepayment, default, and loan loss 
severity assumptions that vary according to collateral attributes and housing price trends since origination.  These assumptions are 
reviewed quarterly and changes are made as market conditions warrant. 
 
Internal models utilized in testing for impairment calculate the present value of cash flows expected to be received over the average life of 
the security, discounted at the purchase yield or discount margin.  RMBS are highly sensitive to evolving conditions that can impair the 
cash flows realized by investors and the ultimate emergence of losses is subject to uncertainty.  If defaults were to increase above the 
stresses imposed in the Company’s analysis or default severities were to be worse than expected, management would need to reassess 
whether such credit events have changed the Company’s assessment of OTTI in light of changes in the expected performance of these 
assets.  Weak new issue market conditions, coupled with uncertain rating agency requirements, continue to adversely affect lenders’ 
underwriting appetite for new financing arrangements and hence have diminished borrowers' ability to refinance the underlying mortgages.  
Also, a further downturn of the economy and the real estate market and high levels of unemployment could result in continued defaults and 
ultimately, additional recognition of OTTI. 
 
Management’s judgment regarding OTTI and estimated fair value depends upon evolving conditions that can alter the anticipated cash 
flows realized by investors.  It can also be affected by the market liquidity, a lack of which can make it difficult to obtain accurate market 
prices for RMBS and other investments, including CMBS.  Further deterioration in economic fundamentals could affect management’s 
judgment regarding OTTI.  In addition, deterioration in market conditions may affect carrying values assigned by management.  These 
factors could negatively impact the Company's results of operations, shareholder’s equity and disclosed fair values. 
 
The Company has investments in structured products exposed primarily to the credit risk of corporate bank loans, corporate bonds or credit 
default swap contracts referencing corporate credit risk.  Most of these structured investments are backed by corporate loans and are 
commonly known as collateralized loan obligations that are classified as CDOs.  The portfolios backing these investments are actively 
managed and diversified by industry and individual issuer concentrations.  Due to the complex nature of CDOs and the reduced level of 
transparency to the underlying collateral pools for many market participants, the recovery in CDO valuations generally lagged the overall 
recovery in the underlying assets.  Management believes its scenario analysis approach, based primarily on actual collateral data and 
forward looking assumptions, does capture the credit and most other risks in each pool.  However, in a rapidly changing economic 
environment, the credit and other risks in each collateral pool will be more volatile and actual credit performance of each CDO investment 
may differ from the Company’s assumptions.  
 
As of December 31, 2012, the securities with exposure to entities domiciled within Ireland and Spain collectively accounted for a little over 
2% of invested assets held in the Company’s general account.  These holdings are highly diversified and are entirely comprised of 
investment grade-rated (NAIC) debt securities issued predominantly by domestic utilities and corporations with large global 
operations. Within these countries, the Company did not have any sovereign debt exposure and it did not hold any domestic bank-issued 
securities. 
 
 

Note 22 – Events Subsequent 
The Company has evaluated subsequent events through February 22, 2013, the date the financial statements were available to be issued, 
and no events have occurred subsequent to the balance sheet date and before the date of evaluation that would require disclosure.   
 
 

Note 23 – Reinsurance 
a. Ceded Reinsurance Report: 

Section 1 - General Interrogatories: 
(1) The Company and its officers and directors do not own any portion of a nonaffiliated reinsurer.   

 
(2) The Company did not reinsure any policies with a company chartered in a country other than the U.S., excluding U.S. branches of 

these companies, which was owned in excess of 10% or controlled directly or indirectly by an insured, a beneficiary, a creditor or 
any other person not primarily engaged in the insurance business. 
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Section 2 - Ceded Reinsurance Report - Part A: 

(1) There are no reinsurance agreements in effect under which the reinsurer may unilaterally cancel any reinsurance for reasons 
other than for nonpayment of premium or other similar credits. 

 
(2) The Company has no reinsurance agreements in effect such that the amount of losses paid or accrued through the statement 

date may result in a payment to the reinsurer of amounts which, in aggregate and allowing for offset of mutual credits from other 
reinsurance agreements with the same reinsurer, exceed the total direct premium collected under the reinsured policies. 

 
Section 3 - Ceded Reinsurance Report - Part B: 

(1) If all reinsurance agreements were terminated by either party as of December 31, 2012, the resulting reduction in surplus due to 
loss of reinsurance reserve credits net of unearned premium would be approximately $13 million, assuming no return of the 
assets backing these reserves from the reinsurer to the Company.  The corresponding resulting reduction in surplus as of 
December 31, 2011 was $19 million. 

 
In 2012, the Company recaptured yearly renewable term life reinsurance treaties from several different reinsurers.  At the time of 
the transactions, the recaptures reduced premiums paid to reinsurers by $3 million and reinsurance reserves ceded by $8 million.   

 
Reinsurance amounts included in premium income in the Summary of Operations were as follows: 

 

2012 2011

Direct premium 49$            52$            
Premium ceded (19) (23)

Total net premium 30$            29$            

Years Ended December 31,

(In Millions)

 
Reinsurance amounts included in the Liabilities, Surplus and Other Funds were as follows: 

 

2012 2011

Reinsurance reserves ceded (25)$          (34)$          

(In Millions)

December 31,

 
 

(2) No new agreements have been executed or existing agreements amended, since January 1, 2012, to include policies or contracts 
that were in force or had existing reserves established by the Company as of the effective date of the agreement. 

 
b. The Company did not write off any reinsurance balances. 

 
c. The Company did not commute any ceded reinsurance. 

 
 

Note 24 – Retrospectively Rated Contracts and Contracts Subject to Redetermination 
The Company does not issue group health insurance and therefore did not issue retrospectively rated contracts or contracts subject to 
redetermination. 
 
 

Note 25 – Change in Incurred Losses and Loss Adjustment Expenses 
The Company did not have any changes in the provision for incurred losses and loss adjustment expenses which were considered 
corrections of prior year errors. 
 
 

Note 26 – Intercompany Pooling Arrangements 
The Company did not have any intercompany pooling arrangements. 
 
 

Note 27 – Structured Settlements 
The Company does not enter into structured settlement agreements with other life insurers to resolve claims. 
 
 

Note 28 – Health Care Receivables 
The Company did not issue any business that would give rise to pharmaceutical rebates or risk sharing receivables. 
 
 

Note 29 – Participating Policies 
The Company did not issue participating policies. 
 
 

Note 30 – Premium Deficiency Reserves 
The Company did not have any liability for premium deficiency on accident and health contracts or property/casualty contracts. 
 
 

Note 31 – Reserves for Life Contracts and Annuity Contracts 
(1) The Company waives deduction of deferred fractional premium at death and returns any portion of the final premium beyond the date of 

death.  Reserves were computed using continuous functions to reflect these practices.   
 

(2) The Company charges a higher premium on certain contracts that cover substandard mortality risk.  For these policies, the reserve 
calculations are based on a substandard mortality rate, which is a multiple of the standard mortality tables.   

 
(3) The Company did not have any insurance in force as of December 31, 2012, for which the gross premium was less than the net premium 

according to the standard valuation set by the Department. 
 

(4) Tabular interest was determined as follows: 
   Variable life general account reserves use a formula that applies a weighted average credited rate to the mean account value. 
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(5) Liabilities for investment-type contracts such as supplementary contracts not involving life contingencies are based on account value or 

accepted actuarial methods using applicable interest rates.  Fair value is estimated by discounting expected future cash flows using 
current market rates.   

 
(6) During the year ended December 31, 2012 the Company did not have any other reserve changes. 

 
 

Note 32 – Analysis of Annuity Actuarial Reserves and Deposit Liabilities by Withdrawal Characteristics 
 

Separate Separate 
General Account w / Account
Account Guarantee Nonguaranteed Total % of Total

a.  Subject to discretionary w ithdraw al:
(1)  With fair value adjustment 1$           -$                  -$                  1$            2%
(2)  At book value less current surrender charge of 5% or more -              -                    -                    -              0%
(3)  At fair value -              -                    51                 51            86%
(4)  Total w ith adjustment or at fair value 1             -                    51                 52            88%
(5)  At book value w ithout adjustment 6             -                    -                    6              10%

b.  Not subject to discretionary w ithdraw al provision 1             -                    -                    1              2%
c.  Total (gross) 8             -                    51                 59            100%
d.  Reinsurance ceded -              -                    -                    -              0%
e.  Total (net)* (gross less reinsurance ceded) 8$           -$                  51$               59$          100%

($ In Millions)

December 31, 2012

*Reconcilation of total annuity actuarial reserves and deposit-type fund liabilities:

December 31,
2012

(In Millions)
f.  Life and Accident and Health Annual Statement:

(1)   Exhibit 5, annuities section, total (net) 2$                 
(2)   Exhibit 5, supplementary contracts w ith life contingencies section, total (net) -                    
(3)   Exhibit 7, deposit-type contracts Column 1, Line 14 6                   
(4)   Subtotal 8                   

Separate Accounts Annual Statement:
(5)    Exhibit 3, annuities section, total (net) 51                 
(6)    Exhibit 3, supplementary contracts section, total (net) -                    
(7)    Policyholders dividend and coupon accumulations -                    
(8)    Policyholder premiums -                    
(9)    Guaranteed interest contracts -                    
(10)  Other contract deposit funds -                    
(11)  Subtotal 51                 
(12)  Combined Total 59$               

 
g. The Company is not a member of the FHLB therefore it has no FHLB funding agreements. 
 
 

Note 33 – Premium and Annuity Considerations Deferred and Uncollected 
Deferred and uncollected life insurance premiums and annuity considerations as of December 31, 2012, were as follows: 
 

Type Gross Net of Loading

(1) Industrial -$               -$               

(2) Ordinary new  business -                     -                     
(3) Ordinary renew al (4)                   (4)                   
(4) Credit life -                     -                     
(5) Group life -                     -                     
(6) Group annuity -                     -                     
(7) Totals (4)$             (4)$             

(In Millions)

 
 
Note 34 – Separate Accounts 

a. Separate account activity: 
(1) Separate account assets and liabilities represent segregated funds administered and invested by the Company for the benefit of 

individual variable annuity, variable life and other insurance contract/policyholders to meet specific investment objectives.  Separate 
account assets consist principally of marketable securities reported at fair value.  Except for seed money and supplemental accounts, 
legally insulated separate account assets can only be used to satisfy separate account liabilities and are not available to satisfy the 
general obligations of the Company.  The Company’s revenue reflects fees charged to the separate accounts, including administrative 
and investment advisory fees.   

 
The separate account classification of all separate account products for the Company are supported by state statute Connecticut Laws 
Title 38a, Chapter 700b, Sections 38a-433 & 459.  

 
(2) In accordance with the products recorded within the separate accounts, some are considered legally insulated whereas others are not 

legally insulated from the general account.  The legal insulation of the separate account products prevents assets other than seed money 
or amounts in a supplemental account from being generally available to satisfy claims resulting from the general account.   
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As of December 31, 2012 and 2011, the Company’s NAIC Separate Account Annual Statement included Separate Accounts with legally 
insulated products of $4,088 million and $4,056 million, respectively.  Assets backing products which are not legally insulated are 
available to satisfy general obligations of the Company.  The assets backing legally insulated products from the general account as of 
December 31, 2012 are attributed to the following: 
 

Legally Not Legally
Insulated Insulated

Product/Transaction:
Stable Value Bank-ow ned Life Insurance 2,176$       -$              
Bank-ow ned Life Insurance - Guaranteed 1,003         23              
Individual Variable Universal Life 615            -                
Corporate-ow ned Life Insurance 243            -                
Individual Variable Annuity 51              -                

Total 4,088$       23$            

Separate Account Assets

(In Millions)

 
(3) In accordance with the products/transactions recorded within the separate accounts, some separate account liabilities are guaranteed by 

the general account.  Reserves for guarantees covering death benefits or minimum rates of return are held in the general account.  If the 
investment proceeds are insufficient to cover the rate of return guaranteed for the product or the guaranteed death benefit, the 
policyholder proceeds will be remitted by the general account.     

 
As of December 31, 2012, the general account of the Company had a maximum guarantee for separate account liabilities of $18 million.  
There were no risk charges paid to compensate the general account for the risk taken for the years ended December 31, 2012, 2011, 
2010, 2009 and 2008. 

 
As of December 31, 2012 and 2011, amounts the separate accounts collected from the general account related to separate account 
guarantees were $2 million.  There were no separate account guarantees paid by the general account for the years ending December 
31, 2010, 2009 and 2008. 

 
The Company’s separate account products are not classified differently under GAAP than under statutory accounting principles. 

 
(4) The Company does not engage in securities lending transactions within the separate accounts.   

 
b. General nature and characteristics of separate account business: 

The Company has guaranteed separate accounts classified as nonindexed to fund a long-term interest guarantee in excess of a year that 
does not exceed 4%.  The Company has  nonguaranteed separate accounts that are variable accounts where the benefit is determined by 
the performance and/or market value of the investments held in the separate account with incidental risk, notional expense and minimum 
death benefit guarantees. 
 
Information regarding the separate accounts of the Company as of and for the year ended December 31, 2012 is as follows: 
 

Nonindexed
Guarantee Nonindexed Nonguaranteed

Less than/equal Guarantee Separate
Index to 4% More than 4% Accounts Total

(1) Premiums, considerations or deposits
  for the year ended December 31, 2012 -$             -$                        -$                    45$                    45$           

Reserves at December 31, 2012:
(2) For accounts w ith assets at:

a.  Fair value -$                    3,073$               3,073$      
b.  Amortized cost/book value -               1,013                  -                      -                         1,013        
c.  Total Reserves* -$             1,013$                -$                    3,073$               4,086$      

(3) By w ithdraw al characteristics:
a.  Subject to discretionary w ithdraw al: -$             -$                        -$                    -$                       -$             
b.  With FV adjustment -               -                          -                      -                         -               
c.  At book value w ithout FV adjustment and w ith 
     current surrender charge of 5% or more -               -                          -                      -                         -               
d.  At fair value -               -                          -                      3,073                 3,073        
e.  At book value w ithout FV adjustment and w ith
     current surrender charge of less than 5% -               1,013                  -                      -                         1,013        
f.  Subtotal -               1,013                  -                      3,073                 4,086        
g.  Not subject to discretionary w ithdraw al -               -                          -                      -                         -               
h.  Total -$             1,013$                -$                    3,073$               4,086$      

(4)  Reserves for Asset Default Risk in Lieu of AVR -$             -$                        -$                    -$                       -$             

*Line 2(c) should equal Line 3(h)

(In Millions)
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c. Reconciliation of net transfers to (from) separate accounts is as follows (in millions): 

 
Year Ended

December 31,
2012

(1)  Transfers as reported in the Summary of
      Operations of the Separate Account Statement:

(a)  Transfers to separate accounts (Page 4, Line 1.4) 45$                     
(b)  Transfers from separate accounts (Page 4, line 10) (178)                    
(c)  Net transfers to (from) separate accounts  (a) - (b) (133)                    

(2)  Reconciling adjustments: -                          
(3)  Transfers as reported in the Summary of Operations of the

(1c) + (2) = (Page 4, Line 26) (133)$                  
       Life, Accident & Health Annual Statement

 
 

Note 35 – Loss/Claim Adjustment Expenses 
The Company did not have any loss/claim adjustment expenses. 
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Note 36 – Impairment Listing for Loan-Backed and Structured Securities 
 
The following are the total cumulative adjustments and impairments for loan-backed and structured securities since July 1, 2009: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended December 31, 2012: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2012: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended June 30, 2012: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended March 31, 2012: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended December 31, 2011: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2011: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended June 30, 2011: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended March 31, 2011: 
 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended December 31, 2010: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2010: 

 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended June 30, 2010: 

 

 
 
The following is the impairment listing for loan-backed and structured securities for the three months ended March 31, 2010: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended December 31, 2009: 

 

 
 

The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2009: 
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1�2�
 �������'���%���)�� �'���-����)�'��*��%����%���)�%��')��*� �������)� ���""������� ��)����� �����������&��/����"��� ��)���'�"� ����� ��)�
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��$���� �� *�(��� !� �%��� = �

��$�1������(��� !� �%���� = �

��$�2���%��� = �
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�	� � �!� ��� ��������������������������		�� ��������� � ��	��� �

����� � � � � � � 
��"�#���
�$��%&'� �!� ��� ��������������������������		�� ��������� � ��	��� �

����� � � � � � � ���(�����	
���
�� ��� ��� ��������������������������		�� ��������� � ��	��� �

����� � � � � � � )�����*�������+�"���
,�	� �� �!� ��� ��������������������������		�� ��������� � ��	��� �

����� � � � � � � )�������-"����$��'&��� �. ��� ��"��"�����������.������� +���"��		�� ��������� � ��	��� �

����� � � � � � � )���/�"��
����#���
��,�	� �� �!� ��� ��������������������������		�� ��������� � ��	��� '0�

����� � � $�&112%133� �

���'4�55'��

� )���"����)�������
���"���������6�� �	�7�� �. ���

������/��������������	��������"�����

������#� 
���"�/�� 04����� ��	��� �

����� � � $�&112%133� �

���'4�55'��

� )���"����)�������
���"���������6�� �	�7�� �. ��� �����	��������"�����������#� 
���"�/�� '�%��� ��	��� �

����� � � $�&112%133� �

���'4�55'��

� )���"����)�������
���"���������6�� �	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �

����� � � � � � � )������ ��	
,�	����� � �!� ��� ��������������������������		�� ��������� � ��	��� �

����� � � � � � � )������	�(���	
,�	� �� �!� ��� ��������������������������		�� ��������� � ��	��� �

����� � � �4&03$$5�%� � ���'$$132$� � -���"�)8��"����������7�"���"�,�	�7�� �. ���

������/��������������	��������"�����

������#� 
���"�/�� 4��0��� ��	��� �

����� � � �4&03$$5�%� � ���'$$132$� � -���"�)8��"����������7�"���"�,�	�7�� �. ��� �����	��������"�����������#� 
���"�/�� ��%��� ��	��� �

����� � � �4&03$$5�%� � ���'$$132$� � -���"�)8��"����������7�"���"�,�	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �

����� � � �4&03$$5�%� � ���'$$132$� � -���"�)8��"����������7�"���"�,�	�7�� �. ��� �����������9�� ����		�� 
���"�/�� %�$��� ��	��� �

����� � � 0�&�00%$4%� �

���'042035�

� -���"�)8��"����������7�"���"����,�	�7�� �. ���

������/��������������	��������"�����

������#� 
���"�/�� $$�4��� ��	��� �

����� � � 0�&�00%$4%� �

���'042035�

� -���"�)8��"����������7�"���"����,�	�7�� �. ��� �����	��������"�����������#� 
���"�/�� 4����� ��	��� �

����� � � 0�&�00%$4%� �

���'042035�

� -���"�)8��"����������7�"���"����,�	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �

����� � � 0�&�00%$4%� �

���'042035�

� -���"�)8��"����������7�"���"����,�	�7�� �. ��� �����������9�� ����		�� 
���"�/�� %�'��� ��	��� �

����� � � 0$&�'%�'5�� � � � -���"�)8��"����������7�"���"����&�,�	�7�� �. ���

������/��������������	��������"�����

������#� 
���"�/�� 3$�2��� ��	��� �

����� � � 0$&�'%�'5�� � � � -���"�)8��"����������7�"���"����&�,�	�7�� �. ��� �����	��������"�����������#� 
���"�/�� '$�1��� ��	��� �

����� � � 0$&�'%�'5�� � � � -���"�)8��"����������7�"���"����&�,�	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �

����� � � 4'&$$1�'$3� �

���'443243�

� -���"�)8��"����������7�"���"�����,�	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �

����� � � 4'&$$1�'$3� �

���'443243�
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� -���"�)8��"����������7�"���"������,�	�7�� �. ��� ��������������������������		�� ���������� � ��	��� �
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