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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
Note 1 – Summary of Significant Accounting Policies 

a. MML Bay State Life Insurance Company (the Company) recognizes statutory accounting practices prescribed or permitted by the State of 
Connecticut Insurance Department (the Department) for determining and reporting the financial condition and results of operations of an 
insurance company.  The National Association of Insurance Commissioners Accounting Practices and Procedures Manual (NAIC SAP) has 
been adopted as a component of prescribed or permitted practices by the Department.  The Company has adopted certain procedures that 
differ from NAIC SAP; however, such deviations are not believed to have a material impact on income, statutory surplus or Risk Based 
Capital (RBC).  
 

b. Use of estimates in the preparation of the financial statements – No significant changes 
c. Accounting policy – No significant changes 

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.  For the three months ended March 31, 2013 and 2012, the Company did not record any 
prior year errors.  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 2012, the NAIC issued Statement of Statutory Accounting Principles (SSAP) No. 103, “Accounting for Transfers and Servicing of 
Financial Assets and Extinguishments of Liabilities,” which superseded SSAP No. 91R, “Accounting for Transfers and Servicing of 
Financial Assets and Extinguishments of Liabilities”.  The change to SSAP No. 91R incorporates the United States of America (U.S.) 
generally accepted accounting principles (GAAP) guidance of the Financial Accounting Standards Board (FASB) Statement No. 166, 
“Accounting for Transfers and Servicing of Financial Assets, an amendment of FASB Statement No. 140,” and Accounting Standards 
Update No.  2011-03, “Transfers and Servicing (Topic 860), Reconsideration of Effective Control for Repurchase Agreements,” with 
modifications to conform the guidance to statutory accounting concepts.  These modifications are primarily related to concepts that are not 
applicable or consistent with statutory accounting (e.g., rejection of U.S. GAAP consideration for consolidated affiliates, references to U.S. 
GAAP standards, methods, references and guidance not adopted for/applicable to statutory accounting).  The Company adopted the 
guidance prospectively as of January 1, 2013.  Adoption of this guidance did not have an impact on the Company’s financial statements.   
 
 

Note 3 – Business Combinations and Goodwill - No significant changes 
Note 4 – Discontinued Operations - No significant changes 
Note 5 – Investments 

a. Mortgage loans – No significant changes 
b. Debt restructuring – No significant changes 
c. Reverse mortgages – No significant changes 
d. Loan-backed and structured securities: 

(1) No significant changes 
 

(2) Loan-backed and structured securities recognized no other-than-temporary impairments (OTTI) for the three months ended March 
31, 2013 and less than $1 million for the three months ended March 31, 2012. 
 

(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. 
 

(4)

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

1.  Less than 12 months 2$             
2.  12 months or longer 7$             

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

As of March 31, 2013, the gross unrealized losses and fair values for investments in structured and loan-backed securities
for which an OTTI has not been recognized in earnings follow (in millions):

a.  The aggregate amount of unrealized losses:

 
(5) No significant changes 

 
e. Repurchase agreements – No significant changes 
f. Real estate – No significant changes 
g. Low income housing tax credit properties – No significant changes 

Note 6 – Joint Ventures, Partnerships and LLCs – No significant changes 
Note 7 – Investment Income – No significant changes 
Note 8 – Derivative Instruments – No significant changes 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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 deferred tax asset (DTA) or net deferred tax liability (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 1                 -                1                
(e) Subtotal net admitted DTA 9                 -                9                
(f) Total gross DTLs (1)               (2)              (3)               
(g) Net admitted DTA(L) 8$               (2)$            6$              

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

Change

(In Millions)

December 31, 2012

(In Millions)

March 31, 2013

(In Millions)

 
   

Note 10 – Information Concerning Parent, Subsidiaries and Affiliates – No significant changes 
Note 11 – Debt – No significant changes 
Note 12 – Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement 

Benefit Plans – No significant changes 
Note 13 – Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations – No significant changes 
Note 14 – Contingencies 

a. Contingent commitments - No significant changes 
b. Assessments - No significant changes 
c. Gain contingencies - No significant changes 
d. Claims related to extra contractual obligations  - No significant changes 
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 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. 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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 - No significant changes 
Note 16 – Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With Concentrations of 

Credit Risk – No significant changes 
Note 17 – Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities 

a. Transfers of receivables reported as sales – No significant changes 
b. Transfer and servicing of financial assets – No significant changes 
c. Wash sales: 

(1) In the course of the Company’s investment management activities, securities may be sold and reacquired within 30 days of the 
sale date. 

 
(2) The Company did not sell any securities with the NAIC Designation 3 or below during the first quarter ended March 31, 2013 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 – No 
significant changes  

Note 19 – Direct Premium Written/Produced By Managing General Agents/Third Party Administrators – No significant changes 
Note 20 – Fair Value Measurements 

a. Fair value as defined and unique level descriptions – No significant changes  
 

(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)  $              -  $           92  $              -  $           92 

Separate account assets (2)             847          2,286                  -          3,133 

Total f inancial assets carried

at fair value  $         847  $      2,378  $              -  $      3,225 

(1)

(2) $1,035 million of book value separate account assets are not carried at fair value and,
therefore, are not included in this table.

March 31, 2013

(In Millions)

Does not include cash of $8 million.

 
 
For the three months ended March 31, 2013 there were no significant transfers between Level 1 and Level 2. 
 

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 Level 2. 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
(2) The following presents changes in the Company’s Level 3 financial instruments that are carried at fair value: 

 
Beginning Gains Gains Ending

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

01/01/2013 In Out Net Income Surplus Purchases Issuances Sales Settlements 03/31/2013

Financial assets:

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

Total Level 3 f inancial assets

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

(In Millions)

 
 
 

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) Fair value hierarchy classifications – No significant changes 
 

(4) Valuation techniques and inputs – No significant changes 
 

(5) Derivative assets and liabilities fair value disclosures – No significant changes 
 
b. The Company provides additional fair value information in Notes 1, 21 and 34 on an annual basis. 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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 150             139           -              131         19            -               

Parent, subsidiaries and affiliates 6                 5               -              6             -              -               

Mortgage loans - residential 5                 5               -              -              5              -               

Cash, cash equivalents and

short-term investments 100             100           8              92           -              -               

Separate account assets 4,213          4,168        850          3,336      27            -               

Financial liabilities:

Investment-type insurance contracts

Individual annuity investment contracts 2                 3                              -                -               2                - 

Supplementary investment contracts 6                 6                              -                -               6                - 

Level 1 Level 2

(In Millions)

Level 3

March 31, 2013

 
 

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 affiliates 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                - 

(In Millions)

Level 3

December 31, 2012

Level 1 Level 2

 
 

d. As of March 31, 2013 and December 31, 2012, the Company had no investments where it was not practicable to estimate fair value. 
 
 

Note 21 – Other Items 
a. Extraordinary items - No significant changes 
b. Troubled debt restructuring - No significant changes 
c. Other disclosures - No significant changes 
d. Reasonably possible uncollectible balances - No significant changes 
e. Business interruption insurance recoveries - No significant changes   
f. State transferrable tax credits - No significant changes 
g. Subprime mortgage related risk exposure: 

(1) No significant changes 
(2) No significant changes 
(3) Direct exposure through other investments: 

 
Residential mortgage-backed securities risk exposure: 
 
As of March 31, 2013 and December 31, 2012, the Company did not have any direct subprime exposure through the purchases of 
unsecuritized whole-loan pools. 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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: 
 

March 31,

2013
Actual Carrying Fair 

Alt-A: Cost Value Value OTTI

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

Three Months Ended

March 31, 2013

(In Millions)

 

March 31,
2013

Actual Carrying Fair 

Subprime: Cost Value Value OTTI

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

Three Months Ended

(In Millions)

March 31, 2013

 
 

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  $         - 

December 31, 2012

(In Millions)
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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  $         - 

December 31, 2012

(In Millions)

 
 

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

 
h. Retained asset accounts - No significant changes 
i.  Business risks - No significant changes 

Note 22 – Events Subsequent 
The Company has evaluated subsequent events through May 8, 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 - No significant changes 
Note 24 – Retrospectively Rated Contracts and Contracts Subject to Redetermination - No significant changes 
Note 25 – Change in Incurred Losses and Loss Adjustment Expenses - No significant changes 
Note 26 – Intercompany Pooling Arrangements - No significant changes 
Note 27 – Structured Settlements - No significant changes 
Note 28 – Health Care Receivables - No significant changes 
Note 29 – Participating Policies - No significant changes 
Note 30 – Premium Deficiency Reserves - No significant changes 
Note 31 – Reserves for Life Contracts and Annuity Contracts - No significant changes 
Note 32 – Analysis of Annuity Actuarial Reserves and Deposit Liabilities by Withdrawal Characteristics - No significant changes 
Note 33 – Premium and Annuity Considerations Deferred and Uncollected - No significant changes 
Note 34 – Separate Accounts - No significant changes 
Note 35 – Loss/Claim Adjustment Expenses - No significant changes 
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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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: 
 

 
 
There were no impaired loan-backed or structured securities for the three months ended March 31, 2013. 
 
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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STATEMENT AS OF MARCH 31, 2013 OF THE MML Bay State Life Insurance Company 
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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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