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� �������� � �������� � �
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�����'1. ������������������ �������������� � �������������� � �
�����(�. ������������������ ������������ � ������������ � �
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�����('. ��������������������� ������� � ������� � �
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�����-�. ��������������	
���� ����������� � ����������� � �
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�����-1. ����������������	
� ������������ � ������������ � �
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��11111.���������������2�� �����)���, ��������������� � ��������������� � ���������������

�������. ������������ �������� 333 �������� 333 �
�������. ������������ ������ 333 ������ 333 �
������&. ������������ �������� 333 �������� 333 �
������'.  !����������� �������� 333 �������� 333 �
������(.  !����������� �������� 333 �������� 333 �
������-.  !����������� �������� 333 �������� 333 �
������/. ������������� ���������� 333 ���������� 333 �
������0. ��������������"�� ������� 333 � 333 �������
������1. �������
��#�������������� ������� 333 � 333 �������
�������. �������
��#�������������� ������� 333 � 333 �������
�������. �������
��#�������������� ������ 333 � 333 ������
�������. �������
��#�������������� ���������� 333 � 333 ����������
������&. �������
��#�������������� �������� 333 � 333 ��������
������'. �������
��#���������������� ������� 333 � 333 �������
������(. �������
��#���������������� ������� 333 � 333 �������
������-. ������������� ����������� 333 ����������� 333 �
������/. ������������� ���������� 333 ���������� 333 �
������0. ������������� ���������� 333 � 333 ����������
������1. ������������� ���������� 333 � 333 ����������
�������. ������������� ����������� 333 � 333 �����������

���
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)*� �"���%�
��%�+�%���,
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*� �"

�������. ���������	
�� ������ /// � /// ������
�������. ������������� 	����� /// � /// 	�����
������&. ���������
��� ������	��� /// � /// ������	���
������'. ����������
�� 
	�	����	� /// � /// 
	�	����	�
������(. �����������
�� 	��
		��	�� /// � /// 	��
		��	��
������-. ����������	
�� ����������� /// � /// �����������
������0. ���������
��� ������� /// ������� /// �
������1. ������������ 
���	� /// 
���	� /// �
������2. ���������
��� ��������� /// ��������� /// �
�����&�. ����������	
�� 
�
������ /// 
�
������ /// �
�����&�. �����	
�� ��������� /// ��������� /// �
�����&�. �����
��� ��
������� /// ��
������� /// �
�����&&. ������
�� ��������
�� /// ��������
�� /// �
�����&'. ���������� ��
���	��� /// ��
���	��� /// �
�����&(. ������	
�� 
��
������ /// 
��
������ /// �
�����&-. �������
�� ���	������ /// ���	������ /// �
�����&0. ���������� �������	� /// �������	� /// �
�����&1. ������	
�� ����
����� /// ����
����� /// �
�����&2. �������
�� ����	����� /// ����	����� /// �
�����'�. ������	
�� ����
����� /// ����
����� /// �
�����'�. ����������� 	������
� /// 	������
� /// �
�����'�. ��������������� 
��

� /// 
��

� /// �
�����'&. ����������� 		�����
�� /// 		�����
�� /// �
�����''. ����������
�� ������� /// � /// �������
�����'(. �������
����� 	������ /// � /// 	������
�����'-. �������
�	
�� �	����
� /// � /// �	����
�
�����'0. �������
�
��� �	���
� /// � /// �	���
�
�����'1. �������
��
�� ���	�	��� /// � /// ���	�	���
�����'2. ������������ ��������� /// � /// ���������
�����(�. ��������	
�� 	�������
�� /// � /// 	�������
��
�����(�. ��������
��� 	����
�
��� /// � /// 	����
�
���
�����(�. ���������
�� 	������	� /// � /// 	������	�
�����(&. ������������� �������� /// � /// ��������
�����('. ���������	
�� ��������� /// � /// ���������
�����((. ���������
��� 
�������� /// � /// 
��������
�����(-. ����������
�� �
��������� /// � /// �
���������
�����(0. ������������� �����	
����� /// � /// �����	
�����
�����(1. ���������	
�� ���������� /// � /// ����������
�����(2. ���������
��� ���
�����	� /// � /// ���
�����	�
�����-�. ����������
�� ����������� /// � /// �����������
�����-�. ������������� 
����
� /// � /// 
����
�
�����-�. ���������	
�� ���
��
�� /// � /// ���
��
��
�����-&. ���������
��� ���������
� /// � /// ���������
�
�����-'. ����������
��� ��������� /// � /// ���������
�����-(. �������������� �	��		���� /// � /// �	��		����
�����--. ���������� 
�
� /// 
�
� /// �
�����-0. ���������	
�� ��	����	� /// ��	����	� /// �
�����-1. ���������
�� ���


� /// ���


� /// �
�����-2. ����������
�� 	�������� /// 	�������� /// �
�����0�. �������
�� 	

��
�� /// 	

��
�� /// �
�����0�. �������
�	
�� �	����
��	� /// �	����
��	� /// �
�����0�. �������
�
�� 	����������� /// 	����������� /// �
�����0&. ��������� ������
����� /// ������
����� /// �
�����0'. ��������
�� ������������ /// ������������ /// �
�����0(. ���������
�� ������
��� /// ������
��� /// �
�����0-. ���������� 
�������� /// 
�������� /// �
�����00. ������������
�� ��
����� /// � /// ��
�����
�����01. ��������������� ���	����� /// � /// ���	�����
�����02. �����������	
�� �	
������	� /// � /// �	
������	�
�����1�. �����������
��� �	��
�
� /// � /// �	��
�
�
�����1�. ������������
�� �������	��� /// � /// �������	���
�����1�. ���������
����� 	������	
�� /// � /// 	������	
��
�����1&. ���������
�	
�� ��
����	��� /// � /// ��
����	���
�����1'. ���������
�
��� 
��������
�� /// � /// 
��������
��
�����1(. ���������
��
�� ����
����� /// � /// ����
�����
�����1-. �������������� 	
��������� /// � /// 	
���������
�����10. ����������	
�� �
���	� /// � /// �
���	�
�����11. ����������
��� ����	
���� /// � /// ����	
����
�����12. �����������
�� �����
����� /// � /// �����
�����
�����2�. ������������� !���������� ��
�
�
����� /// ��
�
�
����� /// �
�����2�. ������������� !�������"����� �	���

����� /// �	���

����� /// �
�����2�. ��	������	
�� 
���������� /// 
���������� /// �
�����2&. ��	����
����� �	�
�
���� /// �	�
�
���� /// �
�����2'. ��	����
�	
�� ���	���	�� /// ���	���	�� /// �
�����2(. ��	����
�
��� ����	������� /// ����	������� /// �
�����2-. ��	��������� 	�
�������� /// 	�
�������� /// �
�����20. ��	�����	
�� ������	
� /// ������	
� /// �
�����21. ��	�����
��� �
��	������ /// �
��	������ /// �
�����22. ��	������
�� ���
�	��	�� /// ���
�	��	�� /// �
�������. ��	���������� ����������� /// ����������� /// �
�������. ��	�����������"����� ��	�� /// ��	�� /// �
�������. ��	������������� 	���	�������� /// 	���	�������� /// �
������&. ��	���������������� ���
������� /// ���
������� /// �
������'. ���	�
��� 	�����	� /// 	�����	� /// �
������(. ���	��
�� 	������	�� /// 	������	�� /// �
������-. ��������� 	������� /// 	������� /// �
������0. �����
��� �	�
	������ /// �	�
	������ /// �
������1. ��������� �������	�	� /// �������	�	� /// �
������2. �#��$��%����&���"$%��������'%�(����	��&�)� ���	����� /// � /// ���	�����
�������. %���	�	
�� ��	� /// � /// ��	�
�������. %���	�
��� �		��� /// � /// �		���
�������. "*+!)����,-.��� �-/!��!0!)1!0� ��
�
���
���	� /// � /// ��
�
���
���	�

���.�
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)*� �"���%�
��%�+�%���,
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*� �"

������&. ���������	�
�� ���
����� /// � /// ���
�����
��00001.�� �����)*� ��, ��������
��

� /// ����
�������� /// �
��������
���
��00002.���������������%�% � /// � /// �
��00000.����������3��� �����)���, ��������
��

� /// ����
�������� /// �
��������
���
�&�����. �������	�
�� ���� � � � ����
�&�����. �������	�
�� ������� � ������� � �
�&����&. �������������������	

�� ������ � � � ������
�&����'. ���������������
���	���� ���� � � � ����
�&����(. ��������	�
�� �
����� � �
����� � �
�&����-. �������	

�� ��������� � ��������� � �
�&����1. ��������	�
�� ���������� � ���������� � �
�&����2. ���������	���� �
����� � �
����� � �
�&����0. ����	���� ����
����� � ����
����� � �
�&�����. ����	�
�� ���
������ � ���
������ � �
�&�����. ����	���� ������
��� � ������
��� � �
�&�����. �����	

�� ���������� � ���������� � �
�&����&. �����	���� �������� � �������� � �
�&����'. �����	���� ���
������ � ���
������ � �
�&����(. �����	

�� �������� � �������� � �
�&����-. �����	���� ���������� � ���������� � �
�&����1. �����	���� ��
������� � ��
������� � �
�&����2. �����	���� ������� � ������� � �
�&����0. ������	

�� ��
����� � ��
����� � �
�&�����. ��������	�
�� ������� � ������� � �
�&�����. ���


��	���� ��������� � ��������� � �
�&�����. ���


��	

�� ���������
� � ���������
� � �
�&����&. ���


��	���� ��������� � ��������� � �
�&����'. ���


��	�
�� ��������� � ��������� � �
�&����(. ���


�	

�� ��������� � ��������� � �
�&����-. ���


�	���� ����
���� � ����
���� � �
�&����1. ���


�	�
�� ��������� � ��������� � �
�&����2. ���


�	���� ��
�
��
�� � ��
�
��
�� � �
�&����0. �������	

�� �
������ � � � �
������
�&���&�. ���


��	

�� ��������� � ��������� � �
�&00001.�� �����)*� ��, �
���
���
� � �
��
������ � ��������
�&00002.���������������%�% �
������ � � � �
������
�&00000.���4 ��3��� �����)���, �
������
�� � �
��
������ � ����
�'�����. ��������	

�� ������� � �������� � �
��
��
�'�����. ������� ����!�"��	�
�� ��
���� � ��
���� � �
�'����&. ������� ����!�"��	�
�� ����
��� � ����
��� � �
�'����'. ������� ����!�"��	�
�� ����
�� � ����
�� � �
�'����(. ������� ����!�"��	�
�� ���� � ���� � �
�'����-. ������� ����!�"�	

�� �� � �� � �
�'����1. ������� ��
�!�"��	

�� �� � �� � �
�'����2. ������� ��
�!�"��	�
�� ���������� � ���������� � �
�'����0. ������� ��
�!�"��	

�� �� � �� � �
�'�����. ������� ��
�!�"��	�
�� ���� � ���� � �
�'�����. ������� ��
�!�"�	

�� ��� � ��� � �
�'�����. ��
�����#$!"���� ��#��	

�� ��� � ��� � �
�'����&. ��
�����#$!"���� ����!�"��	�
�� ������� � ������� � �
�'����'. ���#$!"�����	�
�� ����� � ����� � �
�'����(. ������� ��

��!�"��	�
�� �
����� � �
����� � �
�'00001.�� �����)*� ��, ��������� � ���������� � �
��
��
�'00002.���������������%�% � � � � �
�'00000.�����%������5�����6�������3��� �����)���, ��������� � ���������� � �
��
��
�(�����. ���������#$!"� �������	�
�� ����� � ����� � �
�(�����. ���������#$!"� ����!�"��	�
�� ��
���� � ��
���� � �
�(����&. ���������#$!"� ����!�"��	�
�� ��������� � ��������� � �
�(����'. ���������#$!"� ����!�"��	

�� ������ � ������ � �
�(����(. ���������#$!"� ����!�"��	�
�� �� � �� � �
�(����-. ���������#$!"� ��
�!�"��	

�� ��� � ��� � �
�(����1. ���������#$!"� ��
�!�"��	�
�� �����
�� � �����
�� � �
�(����2. ��
���������#$!"�������	�
�� ����
� � ����
� � �
�(����0. ��
���������#$!"�������	

�� ������� � ������� � �
�(�����. ��
���������#$!"�������	�
�� �������� � �������� � �
�(�����. ��
���������#$!"�������	

�� ���
��� � ���
��� � �
�(�����. ��
���������#$!"�������	�
�� ������ � ������ � �
�(����&. ��
���������#$!"�������	

�� ��
� � ��
� � �
�(����'. ��
���������#$!"�������	�
�� ��
��� � ��
��� � �
�(����(. ��
���������#$!"������	

�� ����� � ����� � �
�(����-. �����!�"��%&%'(������	�
�� ������ � � � ������
�(����1. ������))���
�!�"��	�
�� ���������� � ���������� � �
�(����2. �����!������	

�� �������� � � � ��������
�(����0. ���������#$!"� ��

��!�"��	

�� ��������
� � ��������
� � �
�(�����. ���������#$!"������ ����!�"��	�
�� ������� � ������� � �
�(�����. �"��������������*#��#������	

�� ������ � � � ������
�(00001.�� �����)*� ��, ����������� � ������

� � ��������
�(00002.���������������%�% � � � � �
�(00000.�5���7����#8����+����+��3��� �����)���, ����������� � ������

� � ��������
�-�����. ���������#$!"������ ����!�"��	�
�� ��
����� � ��
����� � �
�-�����. �"��������������*#��#������	

�� ������
� � � � ������
�
�-����&. �����!������	

�� ���������� � � � ����������
�-����'. ������))���
�!�"��	

�� ����
����� � ����
����� � �
�-����(. �
����#$!"������ ��
���� � � � ��
����
�-����-. ������������*#��#������	�
�� ���������� � ���������� � �
�-����1. ������������*#��#������	

�� �
��������� � �
��������� � �
�-����2. ������������*#��#������	�
�� ���������� � ���������� � �
�-����0. ������������*#��#������	

�� �������� � �������� � �
�-�����. ������������*#��#������	�
�� ����
�
��� � ����
�
��� � �
�-�����. ������������*#��#�����	

�� ���
��� � ���
��� � �
�-00001.�� �����)*� ��, ����������� � ��������� � ��
�������

���.�
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
Note 1 – Summary of Significant Accounting Policies 

a. Accounting practices: 
The accompanying financial statements of Massachusetts Mutual 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 Commonwealth of Massachusetts Division of Insurance (the Division). 
 

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 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 value of the investment in MassMutual Holding LLC (MMHLLC), 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 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 universal life and variable universal life contracts, is recognized as revenue when received.  Annuity premium is 
recognized as revenue when received.  Disability income and long-term care premium is recognized as revenue when due.  Certain 
acquisition costs, such as commissions and other variable costs, that are directly related to acquiring new business 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.  At issuance, policy loans are fully secured 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 the impairments considered other than temporary.  Investment real estate, which the Company 
has the intent to hold for the production of income, and real estate occupied by the Company are carried at depreciated cost, less 
encumbrances.  Depreciation is calculated using the straight-line method over the estimated useful life of the real estate holding, not to 
exceed 40 years.  Depreciation expense is included in net investment income.  Real estate, held for sale, is initially carried at the lower of 
depreciated cost or fair value less estimated selling costs at the time the property is deemed held for sale and is no longer depreciated.  
Adjustments to the carrying value, including for further declines in fair value, are recorded in a valuation reserve which is included in 
realized capital losses. 
 
Dividends expected to be paid to policyholders in the following year are approved annually by the Company’s Board of Directors.  
 
In addition, the Company uses the following accounting policies: 

(1) Short-term investments, which are carried at amortized cost, consist of all highly liquid investments purchased with maturities of 
greater than three months and less than or equal to 12 months.  Investments in short-term bonds and money market mutual 
funds are classified as short-term investments.  The carrying value for these instruments approximates the fair value. 
 

(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.  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) The fair value of unaffiliated common stocks 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 from other third parties are unavailable, fair 
values are determined by management using estimates based upon internal models.  The Company's internal models include 
estimates based upon comparable company analysis, review of financial statements, broker quotes and last traded price.  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.  
 
The Company held common stocks for which the transfer of ownership was restricted by contractual requirements with carrying 
values of $235 million as of December 31, 2012 and $223 million as of December 31, 2011. 
 

(4) Preferred stocks in good standing are generally valued at amortized cost.  Preferred stocks not in good standing, those which 
are rated Categories 4 through 6 by the Securities Valuation Office (SVO) of the NAIC, are valued at the lower of amortized cost 
or fair value.  Fair values are based on quoted market prices, when available.  If quoted market prices are not available, the 
Company estimates fair value using broker-dealer quotations or internal models.  These models use inputs  not directly 
observable or correlated with observable market data.  Typical inputs integrated into the Company's internal discounted 
expected earnings models include, but are not limited to, earnings before interest, taxes, depreciation, and amortization 
estimates.  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.   
 
The Company held preferred stocks for which the transfer of ownership was restricted by contractual requirements with carrying 
values of $266 million as of December 31, 2012 and $254 million as of December 31, 2011.   
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
(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 
commercial mortgage loans, including mezzanine loans, and residential mortgage loans.  Mezzanine loans are loans secured by 
a pledge of direct or indirect equity interest in an entity that owns real estate.  Mezzanine loans are subordinate to senior 
secured first liens.  However, the Company has negotiated provisions, with the senior lender, within the loan documents to 
maximize control with the objective of mitigating the Company's risks as the mezzanine lender.  Residential mortgage loans are 
seasoned pools of homogeneous residential mortgage loans substantially backed by Federal Housing Administration (FHA) and 
Veterans Administration (VA) guarantees. 
 
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. 
 
Refer to Note 1c. "Accounting policy" (14) for information on the Company’s policy for determining OTTI. 
 

(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 and 
interest only securities, 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) Common stocks of unconsolidated subsidiaries, primarily C.M. Life Insurance Company (C.M. Life), MML Bay State Life 
Insurance Company (MML Bay State) and MMHLLC, are accounted for using the statutory equity method.  The Company 
accounts for the value of its investment in MMHLLC at its underlying United States of America (U.S.) Generally Accepted 
Accounting Principles (GAAP) net equity adjusted to remove certain nonadmitted and intangible assets, as well as a portion of 
its noncontrolling interests (NCI) and appropriated retained earnings (ARE), after consideration of MMHLLC’s fair value and the 
Company’s capital levels.  Operating results, less dividend distributions, for MMHLLC are reflected as net unrealized capital 
gains (losses) in the Statutory Statements of Changes in Surplus.  Dividend distributions received from MMHLLC are recorded in 
net investment income and are limited to MMHLLC’s U.S. GAAP retained earnings.  The cost basis of common stocks - 
subsidiaries and affiliates is adjusted for impairments deemed to be other than temporary, consistent with common stocks - 
unaffiliated.  Refer to Note 21c. “Other items” for further information on the valuation of MMHLLC. 
 
Refer to Note 1c. "Accounting policy" (14) for information on the Company’s policy for determining OTTI.  
 
The Company held common stocks for which the transfer of ownership was restricted by contractual requirements with carrying 
values of $23 million as of December 31, 2012 and $8 million as of December 31, 2011.   
 

(8) Partnerships and limited liability companies (LLCs), except for partnerships which generate low income housing tax credits 
(LIHTC), are accounted for using the equity method with the change in the equity value of the underlying investment recorded in 
surplus.  Distributions received are recognized as net investment income to the extent the distribution does not exceed 
previously recorded accumulated undistributed earnings. 
 
Investments in partnerships which generate LIHTC are carried at amortized cost unless considered impaired.  Under the 
amortized cost method, the excess of the carrying value of the investment over its estimated residual value is amortized into 
income during the period in which tax benefits are recognized. 
 
The equity method is suspended if the carrying value of the investment is reduced to zero due to losses from the investment.  
Once the equity method is suspended, losses are not recorded until the investment returns to profitability and the equity method 
is resumed.  However, if the Company has guaranteed obligations of the investment or is otherwise committed to provide further 
financial support for the investment, losses will continue to be reported up to the amount of those guaranteed obligations or 
commitments. 
 
Refer to Note 1c. "Accounting policy" (14) for information on the Company’s policy for determining OTTI.   
 

(9) Interest rate swaps associated with replicated assets are valued at amortized cost and all other derivative financial instruments 
are carried at estimated fair value, which is based primarily upon quotations obtained from counterparties and independent 
sources.  The quotations from counterparties and independent sources are compared to internally derived prices and a price 
challenge is lodged with the counterparties and independent sources when a significant difference cannot be explained by 
appropriate adjustments to the internal model. When quotes from counterparties and independent sources are not available or 
are considered not reliable, the internally derived value is recorded. Changes in the fair value of these instruments other than 
interest rate swaps associated with replicated assets are recorded as unrealized capital gains and losses in surplus.  Gains and 
losses realized on the termination, closing or assignment of contracts are recorded as realized capital gains and losses.  
Amounts receivable and payable are accrued as net investment income. 
 

(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) Unpaid claims and claim expense reserves are related to disability and long-term care claims.  Unpaid disability claim liabilities 

are projected based on the average of the last three disability payments paid prior to the valuation date.  Claim expense 
reserves are based on an analysis of the unit expenses related to the processing and examination of new and ongoing claims.  
Interest accrued on reserves is calculated by applying NAIC prescribed interest rates to the average reserves by incurral year.  
 

(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. 
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(14) The book values of investments are written down when declines in values are considered to be other than temporary.   

 
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 of time 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 
subordination level 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, 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. 
 
Common and preferred stock 
 
The cost basis of common and preferred stocks is adjusted for impairments deemed to be other than temporary.  The Company 
considers the following factors in the evaluation of whether a decline in value is other than temporary: (a) the financial condition 
and near-term prospects of the issuer; (b) the Company's ability and intent to retain the investment for a period sufficient to allow 
for a near-term recovery in value; and (c) the period and degree to which the value has been below cost.  The Company 
conducts a quarterly analysis of issuers whose common or preferred stock is not-in-good standing or valued below 80% of cost.  
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.   
 
Mortgage loans 
 
The Company performs internal reviews at least annually to determine if individual mortgage loans are performing or 
nonperforming.  The fair values of performing mortgage loans are estimated by discounting expected future cash flows using 
current interest rates for similar loans with similar credit risk.  For nonperforming loans, the fair value is the estimated collateral 
value of the underlying real estate.  If foreclosure is probable, the Company will obtain an external appraisal. 
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When, based upon current information and events, it is probable that the Company will be unable to collect all amounts of 
principal and interest due according to the contractual terms of the mortgage loan agreement, a valuation allowance is 
established, and recorded in net unrealized capital losses, for the excess of the carrying value of the mortgage loan over the fair 
value of its underlying collateral.  Collectability and estimated decreases in collateral values are assessed on a loan-by-loan 
basis considering all events and conditions relevant to the loan.  This evaluation, which is done on an individual loan basis, is 
inherently subjective as it requires estimates that are susceptible to significant revisions as more information becomes available, 
as changes occur in the market or as negotiations with the borrowing entity evolve.  If there is a change in the fair value of the 
underlying collateral or the expected loss on the loan, the valuation allowance will be adjusted.  An OTTI occurs upon the 
realization of a credit loss, typically through foreclosure or after a decision is made to accept a discounted payoff, and is 
recognized in realized capital losses.  The previously recorded valuation allowance is reversed from unrealized capital losses.  
When an OTTI is recorded, a new cost basis is established reflecting management’s estimate of the fair value of the collateral.  
 
Real estate 
 
For real estate held for the production of income, depreciated cost is adjusted for impairments whenever events or changes in 
circumstances indicate the carrying amount of the asset may not be recoverable, with the impairment being included in realized 
capital losses.  An impairment will be required if the property’s estimated future net cash flows over ten years, undiscounted and 
without interest charges, is less than book value. 
 
Adjustments to the carrying value of  real estate held for sale are recorded in a valuation reserve as realized capital losses when 
the fair value less estimated selling costs is less than the carrying value.  A new cost basis is recorded with an adjustment to 
realized capital losses. 
 
Partnerships and LLCs 
 
When it is probable that the Company will be unable to recover the outstanding carrying value of an investment based on 
undiscounted cash flows, or there is evidence indicating an inability of the investee to sustain earnings to justify the carrying 
value of the investment, an OTTI is recognized in realized capital losses reflecting the excess of the carrying value over the 
estimated fair value of the investment.  The estimated fair value is determined by assessing the value of the partnership’s or 
LLC’s underlying assets, cash flow, current financial condition and other market factors.   
 
For determining impairments in partnerships which generate LIHTC, the Company uses the present value of all future benefits, 
the majority of which are tax credits, discounted at a risk-free rate ranging from 0.3% for future benefits of two years to 1.7% for 
future benefits of ten or more years and compares the results to its current book values.  Impairments are recognized as realized 
capital losses. 
 
 

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.  The following summarizes corrections of prior year errors for the year ended December 
31, 2012: 
 

Correction
Prior Current  of Asset
Year Year or Liability

Income Surplus Balances

Policyholders' reserves (22)$         (22)$            22$                  
General insurance expenses (11)           (11)              11                    
Reinsurance (3)             (3)                3                      
Partnership income 4              4                 (4)                    
     Total (32)$         (32)$            32$                  

Increase (Decrease) to:

(In Millions)

 
The following summarizes corrections of prior year errors for the year ended December 31, 2011: 
 

Correction
Prior Prior Current of Asset 
Year Year Year or Liability

Income Surplus Surplus Balances

Policyholders' reserves (11)$         -$             (11)$        11$              
General insurance expenses (8)             -                   (8)                8                      
Partnership income (7)             2                  (5)                5                      
Other 8              -                   8                 (8)                    
Derivatives 7              -                   7                 (7)                    
Fixed assets 5              -                   5                 (5)                    

Premium income 5              -                   5                 (5)                    
Prepaid commissions and allow ances 2              (2)                 -                  -                      
     Total 1$            -$             1$           (1)$              

(In Millions)

Increase (Decrease) to:

 
Certain prior year amounts within these financial statements have been reclassified to conform to the current year presentation. 
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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. 
 
In August 2012, the NAIC issued new guidance pertaining to share-based payments. This new standard provides statutory accounting 
guidance on transactions in which an entity awards employees in share-based payments. It requires entities to measure share-based 
payments in the financial statements using a fair value based measurement objective and recognize the compensation costs as employee 
services are consumed. It substantially adopts the stock compensation guidance in U.S. GAAP under Accounting Standards Codification 
(ASC) Topic 718, Stock Compensation, which the Company has applied to its accounting for the phantom stock appreciation rights and 
phantom restricted stock since 2008.   This guidance was issued as SSAP No. 104, “Share-Based Payments – Revised,” which 
supersedes SSAP No. 13, “Stock Options and Stock Purchase Plans,” and it is effective prospectively for years beginning on January 1, 
2013, although early adoption is permitted for December 31, 2012 financial statements. The Company early adopted this standard in 2012 
and the adoption had no impact on the financial statements. 
 
 

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 the transactions described above. 

 
 

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

Note 5 – Investments 
a. Mortgage loans, including mezzanine real estate loans: 

(1) The maximum and minimum lending rates for new mortgage loans during 2012 were: 
Commercial mortgage loans 7.2% and 3.3% and residential mortgage loans 5.7% and 5.1%.  The Company did not originate 
any new mezzanine real estate loans. 
 
The maximum and minimum lending rates for new mortgage loans during 2011 were: 
Commercial mortgage loans 7.5% and 3.5%, residential mortgage loans 6.2% and 5.1% and mezzanine real estate loans 8.5%. 
 

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

(3) The maximum percentage of any one commercial mortgage loan to the estimated value of secured collateral at the time the loan 
was originated, exclusive of mezzanine, insured, guaranteed or purchase money mortgages, was 93.0% as of December 31, 
2012 and 2011.  The maximum percentage of any one mezzanine loan to the estimated value of secured collateral at the time 
the loan was originated was 93.0% as of December 31, 2012 and 97.0% as of December 31, 2011. 
 

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 55$            85$            
a. Related allow ance for credit losses (14)$          (46)$          

(7) Impaired mortgage loans w ithout an allow ance for credit losses -$              5$              

(8) Average recorded investment in impaired loans 54$            96$            

(9) Interest income recognized during the period the loans w ere impaired 5$              7$              

(10) Amount of interest income recognized on a cash basis during the period the
loans w ere impaired 4$              6$              

(11) Allow ance for credit losses
a. Balance at beginning of period 46$            130$          
b. Additions charged to operations -                29              
c. Direct w rite-dow ns charged against the allow ances (24)            (62)            
d. Recoveries of amounts previously charged off (8)              (51)            
e. Balance at end of period 14$            46$            

Years Ended December 31,

(In Millions)
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(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) The following table contains loan-backed and structured securities that recognized OTTI for the years ended December 31, 
2012 and 2011 as described in Note 1c. "Accounting policy" (14), classified on the following bases for recognizing OTTI:   
 

2012 2011

Intent to sell -$             -$             
Inability or lack of intent to retain for a period of time sufficient to
  recover amortized cost basis -           -           
Present value of cash flow s expected to be collected is less 
  than amortized cost basis (98)       (138)     
    Total (98)$         (138)$       

Years Ended December 31,

(In Millions)

 
(3) Refer to Note 36. "Impairment Listing for Loan-Backed and Structured Securities" for a CUSIP detail list of impaired structured 

securities where the present value of cash flows expected to be collected is less than the amortized cost basis.  
 

(4)

1.  Less than 12 months (5)$            
2.  12 months or longer (166)$        

1.  Less than 12 months 237$         
2.  12 months or longer 2,033$      

a.  The aggregate amount of unrealized losses:

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

As of December 31, 2012, 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):

 
(5) No additional information. 
 

e. Repurchase agreements: 
(1) The Company did not have any securities purchased under agreements to resell for the years ended December 31, 2012 or 

2011.  
 

(2) Refer to Note 5e. “Repurchase agreements” (3) for information on the Company’s repurchase agreements. 
 

(3) The Company has entered into contracts for securities sold under agreements to repurchase whereby the Company sells 
securities and simultaneously agrees to repurchase the same or substantially the same securities.  Securities sold under 
agreements to repurchase are accounted for as collateralized borrowings with the proceeds from the sale of the securities 
recorded as a liability and the underlying securities recorded as an investment by the Company.  Earnings on these investments 
are recorded as investment income and the difference between the proceeds and the amount at which the securities will be 
subsequently reacquired is amortized as interest expense.  Securities sold under agreements to repurchase are used as a tool 
for overall portfolio management to help ensure the Company maintains adequate assets in order to provide yield, spread and 
duration to support liabilities and other corporate needs. 
 
The Company provides collateral, as dictated by the repurchase agreements, to the counterparty in exchange for a loan.  If the 
fair value of the securities sold becomes less than the loan, the counterparty may require additional collateral. 
 
The Company had securities sold under agreements to repurchase with carrying values of $3,822 million as of December 31, 
2012 and $3,580 million as of December 31, 2011.  As of December 31, 2012, the maturities of these agreements ranged from 
January 2, 2013 through January 4, 2013, and the interest rates ranged from 0.2% to 0.3%.  The outstanding amounts were 
collateralized by bonds with a fair value of $3,868 million as of December 31, 2012 and $3,717 million as of December 31, 2011. 
 

(4) The Company does not attempt to qualify for hedge accounting and specifically and intentionally made the decision not to apply 
hedge accounting. 
 

(5) The Company does not account for derivatives as cash flow hedges of forecasted transactions. 
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f. Real estate: 

(1) There were no impairments on real estate for the years ended December 31, 2012 or 2011.  Fair value is generally estimated 
using the present value of expected future cash flows discounted at a rate commensurate with the underlying risks.  The 
Company also obtains external appraisals for a rotating selection of properties annually.  If an external appraisal is not obtained, 
an internal appraisal is performed. 

 
(2) The Company invests in real estate as part of its diversified investment strategy.  Properties are acquired and managed for net 

income growth and increasing value.  Upon management’s approval for the sale of a property it is classified as held for sale. 
 

a. Refer to Note 5f. “Real estate” (2)b. for information on the Company’s real estate investments. 
 

b. Of the four properties classified as held for sale as of December 31, 2011, three single family residences and one retail 
complex were sold in 2012, with proceeds of $14 million, and a gain of $5 million.    

 
In 2012, six single family residences were acquired as part of an employee relocation program and classified as held for 
sale.  All six single family residences were sold for a net loss of less than $1 million.  As of December 31, 2012, the 
Company did not hold any properties classified as held for sale.  Additionally, an apartment complex and industrial property 
were transferred to held for sale and sold in 2012, with proceeds of $64 million and a gain of $13 million.  Also in 2012, one 
of four buildings in an industrial complex was sold, with proceeds of $3 million, resulting in a gain of less than $1 million. 

 
Of the seven properties classified as held for sale as of December 31, 2010, five single family residences and one 
residential complex were sold as well as the remaining units of a condominium complex for a net gain of $1 million.   In 
2011, six single family residences were acquired as part of an employee relocation program and classified as held for sale, 
as well as one retail complex that was transferred to held for sale in 2011.  Of these residences, three were sold for a net 
loss of less than $1 million.  As of December 31, 2011, the Company held four properties classified as held for sale.  
Additionally, two hotels and an office complex were transferred to held for sale and sold in 2011, with proceeds of $81 
million, including a gain of $30 million. 
  

(3) The Company did not experience changes to a plan of sale in 2012 or 2011. 
 

(4) The Company did not engage in retail land sales in 2012 or 2011. 
 

(5) The Company did not hold real estate investments with participating mortgage loan features in 2012 or 2011. 
 

g. Low income housing tax credit properties: 
(1) These investments currently have unexpired tax credits which range from one to ten years and have an initial 15-year holding 

period requirement. 
 

(2) There are no LIHTC properties subject to regulatory review for the years ended December 31, 2012 or 2011. 
 

(3) Aggregate LIHTC investments did not exceed 10% of total admitted assets for the years ended December 31, 2012 or 2011. 
 

(4) For determining impairments in partnerships that generate LIHTC, the Company uses the present value of all future benefits, the 
majority of which are tax credits, discounted at a risk-free rate ranging from 0.2% for future benefits of two years to 1.7% for 
future benefits of ten or more years, and compares the result to its current book value.  OTTI for LIHTC properties for the years 
ended December 31, 2012 and 2011 were as follows:  
 

2012 2011

Boston Financial Inst Tax Credits X LP 4$              1$              
Boston Financial Equity Tax Credit III 1                -                
MMA Financial Guaranteed AHF 2005-2 LLC -                2                

Total 5$              3$              

(In Millions)

Years Ended
December 31,

 
(5) There were no write-downs or reclassifications made during the years ended December 31, 2012 or 2011 due to forfeiture, 

ineligibility of tax credits or similar issues.   
 
 

Note 6 – Joint Ventures, Partnerships and LLCs 
a. The Company did not have any individual investment in joint ventures, partnerships or LLCs exceeding 10% of admitted assets for the 

years ended 2012 or 2011. 
 
b. The Company recognized $97 million in 2012 and $54 million in 2011 in impairment write-downs on its investments in joint ventures, 

partnerships and LLCs.   
 
 

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; (d) rent in arrears for more than 90 days; and (e) 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 years ended December 

31, 2012 and 2011. 
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Note 8 – Derivative Instruments 

a. The Company’s principal derivative market risk exposures are interest rate risk, which includes the impact of inflation, and credit risk.  
Interest rate risk pertains to the change in fair value of the derivative instruments as market interest rates move.  The Company is exposed 
to credit-related losses in the event of nonperformance by counterparties to derivative financial instruments.  To minimize credit risk, the 
Company and its derivative counterparties require collateral to be posted in the amount owed under each transaction, subject to threshold 
and minimum transfer amounts that are functions of the rating on the counterparty’s long-term, unsecured, unsubordinated debt.  
Additionally, in many instances, the Company enters agreements with counterparties that allow for contracts in a positive position, in which 
the Company is due amounts, to be offset by contracts in a negative position.  This right of offset, combined with collateral obtained from 
counterparties, reduces the Company’s exposure. 
 

b. The Company uses derivative financial instruments in the normal course of business to manage risks, primarily to reduce currency, 
interest rate and duration imbalances determined in asset/liability analyses.  The Company also uses a combination of derivatives and 
fixed income investments to create synthetic investment positions.  These combined investments are created opportunistically when they 
are economically more attractive than the actual instrument or when the simulated instruments are unavailable.  Synthetic assets can be 
created either to hedge and reduce the Company's credit exposure or to create an investment in a particular asset.  The Company held 
synthetic assets with a net notional amount of $2,745 million as of December 31, 2012 and $2,224 million as of December 31, 2011.  Of 
this amount, $1,469 million as of December 31, 2012 and $190 million as of December 31, 2011, were considered replicated asset 
transactions as defined under statutory accounting principles as the pairing of a long derivative contract with a cash instrument held.  The 
Company’s derivative strategy employs a variety of derivative financial instruments, including interest rate swaps, currency swaps, equity 
and credit default swaps, options, interest rate caps and floors, forward contracts and financial futures.  Investment risk is assessed on a 
portfolio basis and individual derivative financial instruments are not generally designated in hedging relationships; therefore, as allowed 
by accounting rules, the Company intentionally has not applied hedge accounting. 
 
Under interest rate swaps, the Company agrees, at specified intervals, to an exchange of variable rate and fixed rate interest payments 
calculated by reference to an agreed upon notional principal amount.  Typically, no cash is exchanged at the outset of the contract and no 
principal payments are made by either party.  Cash is paid or received based on the terms of the swap.  These transactions are entered 
pursuant to master agreements that provide for a single net payment to be made by one counterparty at each due date.  Interest rate 
swaps are primarily used to more closely match the cash flows of assets and liabilities.  Interest rate swaps are also used to mitigate 
changes in the value of assets anticipated to be purchased and other anticipated transactions and commitments.  A net realized loss on 
closed contracts of $58 million and a net unrealized loss on the market-to-market of open contracts of $212 million was recorded for the 
year ended December 31, 2012.  A net realized gain on closed contracts of $1 million and a net unrealized gain on the mark-to-market of 
open contracts of $549 million was recorded for the year ended December 31, 2011.   
 
Under currency swaps, the Company agrees to an exchange of principal denominated in two different currencies at current rates, under 
an agreement to repay the principal at a specified future date and rate.  The Company utilizes currency swaps for the purpose of 
managing currency exchange risks in its assets and liabilities. 
 
Credit default swaps involve a transfer of the credit risk of fixed income instruments from one party to another in exchange for periodic 
premium payments.  The buyer of the credit default swap receives credit protection, whereas the seller of the swap guarantees the credit 
worthiness of the underlying security.  A credit default swap transfers the risk of default from the buyer of the swap to the seller.  If a 
specified credit event occurs, as defined by the agreement, the seller is obligated to pay the counterparty the contractually agreed upon 
amount and receives in return the underlying security in an amount equal to the notional value of the credit default swap.  A credit event is 
generally defined as default on contractually obligated interest or principal payments or bankruptcy. 
 
The Company does not sell credit default swaps as a participant in the credit insurance market.  The Company does, however, use credit 
default swaps as part of its investment management process.  The Company buys credit default swaps as an efficient means to reduce 
credit exposure to particular issuers or sectors in the Company’s investment portfolio.  The Company sells credit default swaps in order to 
create synthetic investment positions that enhance the return on its investment portfolio by providing comparable exposure to fixed income 
securities that might not be available in the primary market.  A net realized gain on closed contracts of $4 million and a net unrealized loss 
on mark-to-market of open contracts of $28 million was recorded for the year ended December 31, 2012.  A net realized gain on closed 
contracts of $4 million and a net unrealized gain on mark-to-market of open contracts of $11 million was recorded for the year ended 
December 31, 2011. 
 
Options grant the purchaser the right to buy or sell a security or enter a derivative transaction at a stated price within a stated period.  The 
Company’s option contracts have terms of up to 15 years.  A swaption is an option to enter an interest rate swap at a future date.  The 
Company purchases these options to protect against undesirable financial effects resulting from interest rate exposures that exist in its 
assets and/or liabilities. 
 
Interest rate cap agreements are option contracts in which the seller agrees to limit the purchaser’s risk associated with an increase in a 
reference rate or index in return for a premium.  Interest rate floor agreements are option contracts in which the seller agrees to limit the 
purchaser’s risk associated with a decline in a reference rate or index in return for a premium.  The Company is exposed to policyholder 
surrenders during a rising interest rate environment.  Interest rate cap and swaption contracts are used to mitigate the Company’s loss as 
interest rates rise.  These derivative instruments are used to reduce the duration risk of fixed maturity investments to match certain life 
insurance products in accordance with the Company’s asset and liability management policy. 
 
The Company adopted a clearly defined hedging strategy (CDHS) to enable the Company to incorporate currently held hedges in RBC 
calculations.  The CDHS is used to significantly mitigate the impact that movements in capital markets have on the liabilities associated 
with annuity guarantees.  The hedge portfolio is comprised mainly of interest rate swaps, equity swaps, interest rate swaptions and equity 
futures, and provides protection in the stress scenarios under which RBC is calculated.  The hedge portfolio has offsetting impacts relative 
to the total asset requirement for RBC and surplus for GMDB and VAGLB. 
 
The Company utilizes certain other agreements including forward contracts and financial futures to reduce exposures to various risks.  
Forward contracts and financial futures are used by the Company to manage market risks relating to interest rates.  Currency forwards are 
contracts in which the Company agrees with other parties to exchange specified amounts of identified currencies at a specified future 
date.  Typically, the exchange is agreed upon at the time of the contract.  The Company also uses “to be announced” forward contracts 
(TBAs) to participate in the investment return on mortgage-backed securities.  The Company believes that TBAs can provide a more liquid 
and cost effective method of participating in the investment return on mortgage-backed securities than purchasing or selling individual 
mortgage-backed pools.  Typically, the price is agreed upon at the time of the contract and payment is made at a specified future date.  
The Company usually does not purchase TBAs with settlement by the first possible delivery date and thus accounts for these TBAs as 
derivatives.  TBAs that settle on the first possible delivery date are accounted for as bonds.  The Company’s futures contracts are 
exchange traded and have credit risk.  Margin requirements are met with the deposit of securities.  Futures contracts are generally settled 
with offsetting transactions. 
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Collateral pledged by the counterparties was $2,257 million as of December 31, 2012 and $2,795 million as of December 31, 2011.  In the 
event of default the full market value exposure at risk in a net gain position, net of offsets and collateral, was $30 million as of December 
31, 2012 and $95 million as of December 31, 2011.  The amount at risk using NAIC prescribed rules was $110 million as of December 31, 
2012 and $121 million as of December 31, 2011.  The Company regularly monitors counterparty credit ratings and exposures, derivative 
positions and valuations and the value of collateral posted to ensure counterparties are credit-worthy and the concentration of exposure is 
minimized.  The Company monitors this exposure as part of its management of the Company’s overall credit exposures. 
 

c. Changes in the fair value of these contracts other than interest rate swaps associated with replicated assets are recorded as unrealized 
gains or losses in surplus.  Gains and losses realized on the termination, closing, or assignment of contracts are recorded as realized 
capital gains or losses.  Amounts receivable and payable are accrued.   
 

d. No unrealized gains or losses recognized on derivatives were excluded from the assessment of effectiveness for the years ended 
December 31, 2012 or 2011, since the Company has decided not to apply hedge accounting.  The Company uses portfolio hedging as a 
risk mitigation factor.  The Company assesses the derivatives' effectiveness to hedge the sensitivity of the net asset and liability portfolio to 
interest and volatility movements in the context of the current market environment. 
 

e. The Company uses portfolio hedging as a risk mitigation factor, which does not qualify for hedge accounting. 
 

f. The Company does not account for derivatives as cash flow hedges of a forecasted transaction. 
 
 

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 2,568$        75$           2,643$       

(b) Statutory valuation allow ance adjustment -                 -                -                 

(c) Adjusted gross DTAs 2,568          75             2,643         

(d) DTAs nonadmitted -                 -                -                 

(e) Subtotal net admitted DTA 2,568          75             2,643         

(f) Total gross DTLs (1,433)        (603)          (2,036)        

(g) Net admitted DTA(L) 1,135$        (528)$        607$          

Ordinary Capital Total

(a) Gross DTAs 4,829$        187$         5,016$       

(b) Statutory valuation allow ance adjustment -                 -                -                 

(c) Adjusted gross DTAs 4,829          187           5,016         

(d) DTAs nonadmitted -                 -                -                 

(e) Subtotal net admitted DTA 4,829          187           5,016         

(f) Total gross DTLs (3,655)        (303)          (3,958)        

(g) Net admitted DTA(L) 1,174$        (116)$        1,058$       

Ordinary Capital Total

(a) Gross DTAs (2,261)$      (112)$        (2,373)$      

(b) Statutory valuation allow ance adjustment -                 -                -                 

(c) Adjusted gross DTAs (2,261)        (112)          (2,373)        

(d) DTAs nonadmitted -                 -                -                 

(e) Subtotal net admitted DTA (2,261)        (112)          (2,373)        

(f) Total gross DTLs 2,222          (300)          1,922         
(g) Net admitted DTA(L) (39)$           (412)$        (451)$         

December 31, 2011

(In Millions)

December 31, 2012

(In Millions)

Change

(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 24$             -$              24$            

(b) Remaining adjusted gross DTAs expected

to be realized w ithin 3 years (lesser of 1 or 2): 1,003          75             1,078         
1.     Adjusted gross DTA to be realized 1,003          75             1,078         
2.     Adjusted gross DTA allow ed per 
        limitation threshold 1,713          75             1,788         

(c) Total gross DTLs allow ed per limitation threshold 1,541          -                1,541         

(d) Total admitted DTA realized w ithin 3 years 2,568$        75$           2,643$       

Ordinary Capital Total

Admitted DTA 3 years:

(a) Federal income taxes that can be recovered 85$             -$              85$            

(b) Remaining adjusted gross DTAs expected

913             187           1,100         
1.     Adjusted gross DTA to be realized 913             187           1,100         
2.     Adjusted gross DTA allow ed per 
        limitation threshold 1,259          268           1,527         

(c) Total gross DTLs allow ed per limitation threshold 3,831 -                3,831

(d) Total admitted DTA realized w ithin 3 years 4,829$        187$         5,016$       

Ordinary Capital Total

Admitted DTA 3 years:

(a) Federal income taxes that can be recovered (61)$           -$              (61)$           

(b) Remaining adjusted gross DTAs expected

90               (112)          (22)             
1.     Adjusted gross DTA to be realized 90               (112)          (22)             
2.     Adjusted gross DTA allow ed per 
        limitation threshold 454             (193)          261            

(c) Total gross DTLs allow ed per limitation threshold (2,290)        -                (2,290)        
(d) Total admitted DTA realized w ithin 3 years (2,261)$      (112)$        (2,373)$      

December 31, 2011

(In Millions)

December 31, 2012

(In Millions)

(In Millions)

to be realized w ithin 3 years (lesser of 1 or 2):

to be realized w ithin 3 years (lesser of 1 or 2):

Change

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

 

2012 2011

(a) Ratio percentage used to determine

    recovery period and threshold limitation 968 % 965 %

(b) Amount of adjusted capital and surplus used to 

determine recovery period and threshold

limitation above 11,921$      10,185$      

December 31, 

($ In Millions)
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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) 6 % 0 % 6 %

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) (6)% 0 % (6)%

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

December 31, 2011

(Percent)

(Percent)

December 31, 2012

Change

(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 benef it on operating earnings (124)$         (309)$         185$           

 (b) Foreign income tax expense on operating earnings 16               16               -                 

 (c) Total federal and foreign income tax benefit

on operating earnings (108)           (293)           185             

 (d) Federal income tax expense (benefit)

on net realized capital gains (losses) (293)           174             (467)           

 (e) Utilization of capital loss carry-forw ards -                 -                 -                 

 (f) Other -                 -                 -                 
 (g) Total federal and foreign income tax benefit (401)$         (119)$         (282)$         

Years Ended December 31,

(In Millions)
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs are as follows: 
 

2. 2012 2011 Change

DTAs:
(a) Ordinary

(1)     Discounting of unpaid losses -$               -$               -$               
(2)     Unearned premium reserve -                 -                 -                 
(3)     Policyholder reserves 786             810             (24)             
(4)     Investments 25               2,219          (2,194)        
(5)     Deferred acquisition costs 514             488             26               
(6)     Policyholder dividends accrual 312             341             (29)             
(7)     Fixed assets -                 -                 -                 
(8)     Compensation and benef its accrual -                 -                 -                 
(9)     Pension accrual 332             343             (11)             
(10)   Receivables - nonadmitted -                 -                 -                 
(11)   Net operating loss carry-forw ard -                 -                 -                 

(12)   Tax credit carry-forw ard 97               78               19               
(13)   Other 502             550             (48)             

  Total ordinary DTAs 2,568          4,829          (2,261)        

(b) Statutory valuation allow ance adjustment -                 -                 -                 
(c) Nonadmitted DTAs -                 -                 -                 
(d) Admitted ordinary DTAs (2a-2b-2c) 2,568          4,829          (2,261)        

(e) Capital
(1)     Investments 75               187             (112)           
(2)     Net capital loss carry-forw ard -                 -                 -                 
(3)     Real estate -                 -                 -                 
(4)     Other -                 -                 

  Total capital DTAs 75               187             (112)           
(f) Statutory valuation allow ance adjustment -                 -                 -                 
(g) Nonadmitted DTAs -                 -                 -                 

(h) Admitted capital DTAs (2e-2f-2g) 75               187             (112)           

(i) Admitted DTAs 2,643          5,016          (2,373)        

3. DTLs:
(a) Ordinary

(1)     Investments 701             2,975          (2,274)        
(2)     Fixed assets -                 -                 -                 
(3)     Deferred and uncollected premium 241             228             13               
(4)     Policyholder reserves 17               18               (1)               
(5)     Other 474             434             40               

  Total ordinary DTLs 1,433          3,655          (2,222)        
(b) Capital

(1)     Investments 603             303             300             
(2)     Real estate -                 -                 -                 
(3)     Other -                 -                 -                 

  Total capital DTLs 603             303             300             

(c) Total DTLs 2,036          3,958          (1,922)        

4. Net DTA(L) 607$           1,058$        (451)$         

(In Millions)

December 31,
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The change in net deferred income taxes is comprised of the following: 
 

2012 2011

(1) Net DTA(L) (451)$         (369)$         
Less:  Items not recorded in the change in 

net deferred income taxes:
(2) Tax-effect of  unrealized gains/(losses) (100)           358             
(3) Change in net deferred income taxes (551)$         (11)$           

Years Ended December 31,

(In Millions)

 
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 232$           286$           
(2) Nonadmitted assets 55               (42)             
(3) Foreign governmental income taxes 11               11               

(4) Expense items 3                 10               
(5) Investment items (91)             (330)           
(6) Tax credits (40)             (38)             
(7) Change in reserve valuation basis (9)               (4)               

(8) Other (11)             (1)               
Total statutory income tax expense (benef it) 150$           (108)$         

(9) Federal and foreign income tax benefit (401)$         (119)$         
(10) Change in net deferred income taxes 551             11               

Total statutory income tax expense (benef it) 150$           (108)$         

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 total tax credit carryforwards of $97 million in deferred taxes. 
 

(2)  During the years ended December 31, 2012, 2011 and 2010 the Company received refunds of federal income taxes in the amount of 
$26 million, $88 million and $309 million, respectively. As a result of the aforementioned refunds, 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 and its eligible U.S. subsidiaries are included in a consolidated U.S. federal income tax return.  The Company and its 
subsidiaries and affiliates also file income tax returns in various states and foreign jurisdictions. 

 
(2)  The Company and its 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 in 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.  The Company is currently in litigation with the federal government regarding the timing of the deduction for 
certain policyholder dividends for tax years 1995 through 1997.  In January 2012, the Company prevailed in the U.S. Court of Federal 
Claims, subject to the government’s right to appeal.  The favorable effect of this decision has been reflected in the Company’s 
financial statements as of December 31, 2011, by recording a federal income tax benefit of $141 million in the Summary of 
Operations, with a net increase of $58 million to Surplus.  The Company recorded additional federal income tax recoverables as of 
December 31, 2012, for the tax years ended after 1997 by recording a federal income tax benefit of $34 million in the Summary of 
Operations and Capital and Surplus Account, with a net increase of $11 million to Surplus. 

 
 (4)   In July 2012, the IRS 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 federal income tax benefit of $322 million in net realized capital gain, with a corresponding decrease in deferred 
tax assets recorded through surplus. 
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 (5)   During 2012 the Company refined its method of allocating taxes to the asset valuation reserve (AVR) to better match its deferred tax 

assets.  The impact of this refinement is included in the change in AVR, decreasing surplus by $57 million.   
 
 

Note 10 – Information Concerning Parent, Subsidiaries and Affiliates 
a. The Company is not directly or indirectly owned or controlled by any other entity. 

 
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. The Company reported $34 million and $40 million as amounts due from subsidiaries and affiliates as of December 31, 2012 and 2011, 

respectively.  The Company reported $30 million as amounts due to subsidiaries and affiliates as of December 31, 2012 and 2011.   
Terms generally require settlement of these amounts within 30 to 90 days. 
 

e. The Company has modified coinsurance (Modco) agreements with the Japanese subsidiary of MMHLLC, MassMutual Life Insurance 
Company, on certain life insurance products.  Under these Modco agreements, the Company is the reinsurer and the Japanese subsidiary 
retains the reserve and associated assets on traditional individual life insurance policies.  The predominant contract types are whole life, 
endowments and term insurance.  The Modco agreements are used to allow the Japanese subsidiary to keep control of the investment 
and management of the assets supporting the reserves.  The Modco adjustment is the mechanism by which the Company funds the 
reserve on the reinsured portion of the risk.  It is needed to adjust for the financial effect of the Japanese subsidiary holding the reserves 
on the ceded coverage rather than the Company.  The net amounts due from the Japanese subsidiary were $2 million and $1 million as of 
December 31, 2012 and 2011, respectively.  These outstanding balances are due and payable within 90 days. 
 
The following summarizes the related party reinsurance transactions between the Company and the Japanese subsidiary: 
 

2012 2011

Premium assumed 20$                23$                
Modified coinsurance adjustments, included in fees and other income 18                  15                  
Expense allow ances on reinsurance assumed, included in fees and other 

expense (2)                  (2)                   
Policyholders' benef its (25)                (32)                 

Years Ended December 31,

(In Millions)

 
The Company has reinsurance agreements with its subsidiary C.M. Life and its indirect subsidiary, MML Bay State, including stop-loss, 
coinsurance, Modco and yearly renewable term agreements on life insurance products.  The Company also has coinsurance agreements 
with C.M. Life where the Company assumes substantially all of the premium on certain universal life policies.  As of December 31, 2012 
and 2011, the net amounts due to C.M. Life and MML Bay State were $38 million and $30 million, respectively.  These outstanding 
balances are due and payable with terms ranging from monthly to annually, depending on the agreement in effect. 
 
The following summarizes the reinsurance transactions for these agreements:   
 

2012 2011

Premium assumed 73$                78$                
Modified coinsurance adjustments, included in fees and other income 34                  33                  
Expense allow ances on reinsurance assumed, included in fees and other 

expense (24)                (24)                 
Policyholders' benef its (134)              (116)               
Experience refunds received (paid) 1                    (2)                   

Years Ended December 31,

(In Millions)

 
f. The Company has management and service contracts and cost-sharing arrangements with various subsidiaries and affiliates where the 

Company, for a fee, will furnish a subsidiary or affiliate, as required, operating facilities, human resources, computer software development 
and managerial services.  Fees from C.M. Life accounted for $56 million in 2012 and $62 million in 2011.   
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The Company has agreements with its subsidiaries and affiliates, including OppenheimerFunds, Inc. (OFI) and Baring International 
Investment Limited, where the Company receives revenue for certain recordkeeping and other services that the Company provides to 
customers who select, as investment options, mutual funds managed by these affiliates. 
 
The Company has agreements with its subsidiaries, Babson Capital Management LLC (Babson Capital) and Cornerstone Real Estate 
Advisers, LLC (CREA), which provide investment advisory services to the Company.   
 
The following summarizes the transactions between the Company and the related parties: 
 

2012 2011

Fee income:
Management and service contracts and cost-sharing arrangements 152$              169$              
Recordkeeping and other services 50                  53                  
Investment advisory income 25                  25                  

Fee expense:
Investment advisory services 197                177                

Years Ended December 31,

(In Millions)

 
The Company’s subsidiaries, Babson Capital and CREA, invest a portion of its nonqualified compensation plan in an interest guarantee 
contract with the Company.  The Company credited interest on deposits of $5 million and $4 million for the years ended December 31, 
2012 and 2011, respectively, to this Babson Capital contract.  
 
The Company participates in variable annuity exchange programs with its subsidiary, C.M. Life (including MML Bay State) where certain 
variable annuity contract holders of the Company, C.M. Life or MML Bay State can make nontaxable exchanges of their contract for an 
enhanced variable annuity contract of the Company or C.M. Life.  The Company recorded premium income of $3 million and $5 million as 
of December 31, 2012 and 2011, respectively.  The Company recorded surrender benefits of $1 million as of December 31, 2012 and 
2011, related to these exchange programs.  C.M. Life recorded premium income of $1 million as of December 31, 2012 and 2011, and 
surrender benefits of $2 million and $5 million in 2012 and 2011, respectively, related to these exchange programs.  The Company has an 
agreement with C.M. Life to compensate them or to be compensated for the lost revenue associated with the exchange of contracts that 
are within the surrender charge period.  As a result of these exchanges, the Company did not pay any net commissions to C.M. Life as of 
December 31, 2012 or 2011.   
 
In the normal course of business, the Company provides specified guarantees and funding to MMHLLC and certain of its subsidiaries.  
Refer to Note 14 “Contingencies” for information on the Company’s accounting policies regarding these related party commitments and 
information on the guarantees. 
 

g. On April 16, 2010, a lawsuit was filed in New York state court against OFI, its subsidiary HarbourView Asset Management Corporation 
(HVAMC) and AAArdvark IV Funding Limited (AAArdvark IV) in connection with the investment made by TSL (USA) Inc., an affiliate of 
National Australia Bank Limited, in AAArdvark IV.  The complaint alleges breach of contract, breach of the covenant of good faith and fair 
dealing, gross negligence, unjust enrichment and conversion.  The complaint seeks compensatory and punitive damages, along with 
attorney fees.  The court has dismissed certain equitable claims against OFI and HVAMC, leaving only the claims for breach of contract.  
Plaintiffs filed an amended complaint with additional contractual claims.  In October 2011, defendants moved to dismiss the complaint to 
the extent it seeks damages in the form of a return of the plaintiffs’ full principal investment.  In December 2011, plaintiffs filed a motion for 
partial summary judgment.  In January 2012, the court granted in part defendant’s motion to dismiss and denied plaintiffs’ motion for partial 
summary judgment.  In April 2012, plaintiffs filed a motion for leave to file a third amended complaint, which would add a fraud claim and 
additional allegations in support of plaintiffs’ contract claims.  In August 2012, plaintiffs and defendants separately filed motions for partial 
summary judgment which were argued in October 2012.  OFI believes it has substantial defenses to the remaining claims and will 
continue to vigorously defend itself in these actions.  No reasonable estimate can be made at this time regarding the potential liability, if 
any, or the amount or range of any loss that may result from these claims. 
 
On July 15, 2011, a lawsuit was filed in New York State Supreme Court against OFI, HVAMC and AAArdvark I Funding Limited 
(AAArdvark I), in connection with investments made by TSL (USA) Inc. and other investors in AAArdvark I.  The complaint alleges breach 
of contract against each of the defendants and seeks compensatory damages and costs and disbursements, including attorney fees.  In 
October 2011, defendants moved to dismiss the complaint to the extent it seeks damages in the form of a return of the plaintiffs’ full 
principal investment.  In January 2012, the court granted in part defendant’s motion to dismiss.  OFI believes it has substantial defenses to 
the remaining claims and will continue to vigorously defend itself in these actions.  No reasonable estimate can be made at this time 
regarding the potential liability, if any, or the amount or range of any loss that may result from these claims.   
 
On November 9, 2011, a lawsuit was filed in New York State Supreme Court against OFI, HVAMC and AAArdvark XS Funding Limited 
(AAArdvark XS) in connection with the investment made by Scaldis Capital Limited, predecessor in interest to plaintiff Royal Park 
Investments SA/NV, in AAArdvark XS.  The complaint alleges breach of contract against the defendants and seeks compensatory 
damages and an award of attorney fees and litigation expenses.  OFI believes it has substantial defenses and will vigorously defend itself 
in these actions.  No reasonable estimate can be made at this time regarding the potential liability, if any, or the amount or range of any 
loss that may result from these claims. 
 
Beyond these matters, MMHLLC’s subsidiaries are involved in litigation and investigations arising in the ordinary course of the 
subsidiaries’ businesses.  Although the Company is not aware of any actions or allegations that reasonably should give rise to a material 
adverse impact to the Company’s financial position or liquidity, because of the uncertainties involved with some of these matters, future 
revisions to the estimates of the potential liability could materially affect the Company’s financial position. 
 
The Company has no parent. 
 

h. The Company does not have an upstream intermediary entity or ultimate parent, owned either directly or indirectly, via a downstream 
subsidiary, controlled or affiliated entity. 
 

i. As of December 31, 2012, the Company did not have an investment in SCAs exceeding 10% of admitted assets. 
 

j. In 2012, the Company recognized $3 million of impairment write-downs on its investments in affiliated bonds.  The Company recognized 
$3 million in impairment write-downs on its investments in affiliated joint ventures, including partnerships and LLCs of SCAs.  OTTI were 
determined based on internally developed models. 
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In 2011, the Company recognized $3 million of impairment write-downs on its investments in affiliated bonds.  The Company recognized 
$24 million in impairment write-downs on its investments in affiliated joint ventures, including partnerships and LLCs of SCAs.  OTTI were 
determined based on internally developed models. 
 
In 2012 and 2011, the Company did not have any impairment write-downs on its investments in common stock of affiliates. 
 

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 obtains audited financial statements of its downstream noninsurance holding company, MMHLLC. 
 
 

Note 11 – Debt 
a. The Company had $250 million of commercial paper outstanding with a carrying value of $250 million as of December 31, 2012 and 2011.  

The commercial paper issued in 2012 had interest rates ranging from 0.15% to 0.23% with maturity dates ranging from 1 day to 38 days.  
There are no collateral requirements on the Company’s outstanding commercial paper.  The commercial paper does not include terms for 
reverse repurchase agreements. 
 
Interest expense for the commercial paper for the years ended December 31, 2012 and 2011 was less than $1 million.  
 
The Company held debt issued by MMHLLC and its subsidiaries that amounted to $1,993 million as of December 31, 2012 and 2011.  The 
Company recorded interest income on MMHLLC debt of $117 million and $118 million in 2012 and 2011, respectively.   
 
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. 
 
The Company does not have any reverse repurchase agreements as part of debt.  See Note 5(E) for information on the Company’s 
repurchase agreements. 
 

b. Federal Home Loan Bank agreements: 
The Company had no outstanding debt with the Federal Home Loan Bank of Boston (FHLB Boston). See Note 32(G) for the Company’s 
funding agreements with the FHLB of Boston. 
 

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

Benefit Plans 
a. Defined benefit plan: 

The Company has funded and unfunded noncontributory defined benefit pension plans that cover substantially all employees, agents and 
retirees. For participants, benefits are calculated as the greater of (1) a formula based on age, service and salary during their careers or 
(2) a formula based on final average earnings and length of service. 
 
The initial transition obligation for other postretirement benefits of $138 million was amortized over 20 years and fully amortized by the end 
of 2012.  The initial transition obligation represents the phased recognition of the differences between the plan’s funded status and the 
accrued cost when the Company first transitioned to statutory guidance regarding postretirement benefits other than pensions.   
 
The Company’s policy is to fund qualified pension costs in accordance with the Employee Retirement Income Security Act of 1974. In 
2012 and 2011, the Company contributed $113 million and $137 million, respectively, to its qualified defined benefit plan. 
 
The determination of the discount rate is based upon rates commensurate with current yields on high quality corporate bonds as of a 
measurement date of December 31, 2012.  A spot yield curve is developed from this data which is used to determine the present value for 
the obligation.  The projected plan cash flows are discounted to the measurement date based on the spot yield curve.  A single discount 
rate is utilized to ensure the present value of the benefits cash flow equals the present value computed using the spot yield curve.  A 25 
basis point change in the discount rate results in approximately a $77 million change in the projected pension benefit obligation.  The 
methodology includes producing a cash flow of annual accrued benefits.  For active participants, service is projected to the end of 2012 
and pensionable earnings are projected to the date of probable termination.  See section 8. of this Note, “Assumptions” for details on the 
discount rate.   
 
A summary of assets, obligations and assumptions of the pension and other postretirement benefit plans are as follows using a December 
31 measurement date:   
 

2012 2011 2012 2011

(1)  Change in vested projected benefit obligation:
a. Projected benefit obligation, beginning of year 2,163$    1,764$    365$    330$    
b. Service cost 59           42           4          4          
c. Interest cost 92           95           14        16        
d. Contributions by plan participants -              -              11        10        
e. Actuarial (gains)losses 134         357         (2)         32        
f. Foreign currency exchange rate changes -              -              -           -           
g. Benefits paid (93)          (95)          (29)       (27)       
h. Plan amendments -              -              -           -           
i. Business combinations, divestitures,

curtailments, settlements, and special
termination benefits -              -              -           -           

j. Projected benefit obligation, end of year 2,355$    2,163$    363$    365$    

December 31,

Benefits Benef its
(In Millions)

Pension Other Postretirement
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2012 2011 2012 2011

(2)  Change in plan assets:
a. Fair value of plan assets, beginning of year 1,567$ 1,438$ 5$        5$        
b. Actual return on plan assets 197      69        -           -           
c. Foreign currency exchange rates changes -           -           -           -           
d. Contributions by employers 130      155      18        17        
e. Contributions by plan participants -           -           11        10        
f. Benefits paid (93)       (95)       (29)       (27)       
g. Business combinations, divestitures, 

curtailments, settlements, and special
termination benefits -           -           -           -           

h. Fair value of plan assets, end of year 1,801$ 1,567$ 5$        5$        

December 31,

Benef its Benef its
(In Millions)

Pension Other Postretirement

 

2012 2011 2012 2011

(3) Funded status

a. Unamortized prior service cost -           -           2         2          

b. Unrecognized net gain or (loss) 1,118   1,152   78       84        

c. Remaining net obligation 2          2          -         4          

d. Prepaid assets 739      721      -         -           

e. Intangible asset -           -           -         -           

2012 2011 2012 2011

(4) Accumulated benefit obligation for vested 
employees and partially vested employees to the 
extent vested 2,348$ 2,148$ 416$   365$    

(5) Benefit obligation for non-vested employees

a. Projected pension obligation 27$      29$      53$     50$      
b. Accumulated benefit obligation 8$        12$      53$     50$      

December 31,

Benefits Benefits

December 31,

(In Millions)

Pension Other Postretirement

(In Millions)

Pension Other Postretirement

Benefits Benefits

 

2012 2011 2012 2011

(6)  Components of net periodic benefit cost:
a. Service cost 59$     42$     4$       4$       
b. Interest cost 92       95       14       16       
c. Expected return on plan assets (122)   (105)   -         -         
d. Amortization of unrecognized transition obligation 1         1         4         5         
e. Amount of recognized gains and losses 92       64       2         2         
f. Amount of prior service cost recognized -         -         -         -         
g. Amount of gain or loss recognized to a settlement or 

curtailment -         -         -         -         
h. Total net periodic benefit cost 122$   97$     24$     27$     

December 31,

(In Millions)

Pension Other Postretirement
Benefits Benef its

 
(7) An additional minimum liability is required if the plan’s accumulated benefit obligation exceeds plan assets and the net amount 

recognized.  The additional minimum liability was $366 million for the year ended December 31, 2012.  Increases (decreases) in 
the additional minimum liability, less allowable intangible assets, are included in change in minimum liability included in surplus.   
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(8) The assumptions the Company used to calculate the benefit obligations and to determine the benefit costs are as follows: 

 

2012 2011 2012 2011

a. Weighted-average discount rate 4.35% 5.50% 4.25% 5.30%
b. Expected long-term rate of return on plan assets 7.75% 7.75% 3.00% 3.00%
c. Rate of compensation increase 4.00% 4.00% 4.00% 4.00%

d. Weighted-average discount rate 4.00% 4.35% 3.80% 4.25%
e. Rate of compensation increase 4.00% 4.00% 4.00% 4.00%

Weighted-average assumptions used to determine 
projected benef it obligation as of Dec 31:

December 31,

Benefits Benef its
Pension Other Postretirement

Weighted-average assumptions used to determine net 
periodic benefit cost as of Dec. 31

 
For measurement purposes, a 7 percent annual rate of increase in the per capita cost of covered health care benefits was 
assumed for 2012.  The rate was assumed to decrease gradually to 5 percent for 2020 and remain at that level thereafter. 
 

(9) A measurement date of December 31 was used to determine the above.     
 
(10) The Company provides certain life insurance and health care benefits (other postretirement benefits) for its retired employees 

and agents, their beneficiaries and covered dependents.  MMHLLC has the obligation to pay the Company’s other postretirement 
benefits, but this transfer does not relieve the Company of its primary liability.  MMHLLC is allocated other postretirement 
expenses related to interest cost, amortization of actuarial gains and losses and expected return on plan assets, whereas service 
cost and amortization of the transition obligation are recorded by the Company. The health plan is contributory; while a portion of 
the basic life insurance plan is noncontributory.  Substantially all of the Company’s U.S. employees and agents may become 
eligible to receive other postretirement benefits.  These benefits are funded as the benefits are provided to the participants. The 
postretirement health care plans include a limit on the Company’s share of costs for recent and future retirees.  The Company 
provides retiree life insurance coverage for home office employees who, as of January 1, 2010, were age 50 with at least 10 
years of service or had attained 75 points, generally age plus service, with a minimum 10 years of service.   

 
(11) Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans.  A one 

percentage point change in the assumed health care cost trend rate would have had the following effects in 2012: 
 

1 Percentage 1 Percentage

Point Increase Point Decrease

Effect on total service and interest cost components 2$               (2)$              
Effect on postretirement benefit obligation 36               (29)              

(In Millions)

 
(12) The defined benefit pension plan asset allocation as of the measurement date, December 31 and the target asset allocation, 

presented as a percentage of total plan assets were as follows: 
 

2012 2011 Target Allocation 
a. Debt Securities 27% 27% 20% - 30%
b. Equity Securities 46% 44% 40% - 50%
c. Real Estate 3% 3% 5% - 15%
d. Other 24% 26% 15% - 25%
e. Total 100% 100%

 
 Plan assets: 
As of December 31, 2012 and 2011, the fair value of the qualified defined benefit pension plan assets was $1,801 million and 
$1,567 million, respectively.  All investments of the qualified pension plan are invested through a MassMutual group annuity 
contract.  This contract invests in the General Investment Account (GIA) option of the Company, pooled separate accounts and 
nonpooled separate accounts.  Pooled separate account assets support more than one group annuity contract and are managed 
by the Company.  These assets are assigned for the purposes of allocating investment returns and asset gains and losses.  
Nonpooled separate accounts are managed by the Company and unaffiliated asset managers.   
 
The General Investment Account option is designed to provide stable, long-term investment growth.  The option is backed by 
MassMutual’s GIA, which is a diversified portfolio composed primarily of high quality, fixed income investments, including public 
bonds, private placements, commercial mortgage loans and short-term investments.   
 
Fair Value Measurements  
 
The Company’s fair value hierarchy is defined in Note 20 “Fair value Measurements.”  
 
The following is a description of the valuation methodologies used to measure fair value for investments in the qualified pension 
plan.  
 
Pooled separate accounts:  Valued using the unit value calculated based on the net asset value of the underlying pool of 
securities that are mutual funds.  Mutual funds trade on one or more U.S. or foreign exchanges and the fair value is derived 
based on the closing prices for the underlying securities.   
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Nonpooled separate accounts:  Valued primarily using the closing price reported on the active market on which the individual 
securities are traded.   
 
Cash:  Is stated at cost, which is equal to fair value and held by an unaffiliated bank.   
 
General investment account:  Liquidation value based on an actuarial formula as defined under the terms of the contract.  There 
is no observable price.   
 
The methods described above may produce a fair value calculation that may not be indicative of net realizable value or reflective 
of future values.  Furthermore, while the Company believes its valuation methods are appropriate and consistent with other 
market participants, the use of different methodologies or assumptions to determine fair value of certain financial instruments 
could result in a different fair value measurement at the reporting date. 
 
The following present the fair value hierarchy of the Company’s pension plan assets by asset class:   
 
 

Level 1 Level 2 Level 3 Total

Investments in the qualif ied pension plan:
Pooled separate accounts:

Common stocks
U.S. large capitalization -$      181$  -$      181$      
U.S. small capitalization value -        76      -        76          
International large capitalization value -        96      -        96          
International emerging markets -        49      -        49          
Real estate -        24      -        24          

Bonds:
Diversif ied fixed income -        98      -        98          

Total pooled separate accounts -        524    -        524        
Nonpooled separate accounts:

Common stocks
U.S. large capitalization 134    -        -        134        
U.S. mid capitalization 85      -        -        85          
U.S. small capitalization 61      -        -        61          
International large capitalization value 6        -        -        6            
International small/mid capitalization 2        -        -        2            

Corporate and other bonds -        183    -        183        
Long duration bonds 89      -        -        89          
Short term bonds 2        -        -        2            
Government securities -        174    -        174        
Mortgage backed securities -        5        -        5            
Registered investment companies

U.S. large capitalization 52      -        -        52          
Emerging markets 49      -        -        49          

Multi-strategy hedge funds -        -        31      31          
Limited partnerships

International large capitalization value -        -        96      96          
Multi-strategy hedge funds -        -        21      21          
Private equity/venture capital -        -        11      11          

Asset backed securities 8        -        8            
Real estate -        -        32      32          
Short term cash equivalents 2        10      -        12          
Cash 2        -        -        2            

Total nonpooled separate accounts 484    380    191    1,055     
Total general investment account option -        -        222    222        

Total 484$  904$  413$  1,801$   

Fair Value as of December 31, 2012

(In Millions)
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Level 1 Level 2 Level 3 Total

Investments in the qualif ied pension plan:
Pooled separate accounts:

Common stocks

U.S. large capitalization -$      123$  -$      123$      
International large capitalization value -        72      -        72          

U.S. small capitalization value -        66      -        66          

International emerging markets -        35      -        35          

Real estate -        21      -        21          
Bonds:

Diversif ied fixed income -        42      -        42          

Total pooled separate accounts -        359    -        359        

Nonpooled separate accounts:
Common stocks

U.S. large capitalization 143    -        -        143        

U.S. mid capitalization 55      -        -        55          

U.S. small capitalization 70      -        -        70          
International large capitalization value 10      -        -        10          

International small/mid capitalization 5        -        -        5            

Corporate and other bonds -        151    -        151        
Long duration bonds 75      -        -        75          

Short term bonds 3        -        -        3            

Government securities -        186    -        186        

Mortgage backed securities -        3        -        3            
Registered investment companies

U.S. large capitalization 49      -        -        49          

Other f ixed income 36      -        -        36          

Multi-strategy hedge funds -        30      -        30          
Limited partnerships

Diversif ied hedge fund 1        -        -        1            

International large capitalization value -        -        68      68          

Multi-strategy hedge funds -        19      -        19          
Private equity/venture capital -        4        -        4            

Real estate -        30      -        30          

Short term cash equivalents 1        14      -        15          
Cash 2        -        -        2            

Total nonpooled separate accounts 450    437    68      955        

Total general investment account option -        -        253    253        
Total 450$  796$  321$  1,567$   

Fair Value as of December 31, 2011

(In Millions)

 
  The following sets forth a summary of changes in the fair value of the Plan’s Level 3 investment assets: 
 

  

International 
Large-Cap 

Value 
Multi-Strategy 
Hedge Fund

Private 
Equity/      

Venture 
Capital

Multi-Strategy 
Hedge Fund

Real 
Estate

General 
Investment 
Account 
Option Total

Balance, January 1, 2012  $    68  $         -  $      -  $         -  $    -  $ 253  $ 321 
Realized gains -                 -                   7               7       
Unrealized gains        15            1 -                1                   2             -                      19 
Purchases 13              -                           7 -                   -              38                   58 
Sales -                             -     (76)     (76)
Transfers to level 3 -                 20                         4          30     30          -       84 

Balance, December 31, 2012 96$    21$       11$   31$       32$ 222$ 413$ 

Limited Partnerships

(In Millions)
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Limited

Partnership

International 
Large-Cap 

Value

General  
Investment 
Account 
Option Total

Balance, January 1, 2011  $    80  $  242  $  322 
Realized gains -                 13      13      
Unrealized (losses)      (12) -                      (12)
Purchases -                        76        76 
Sales -                      (78)      (78)

Balance, December 31, 2011 68$    253$  321$  

(In Millions)

 
The qualified pension plan invests in the following pooled and nonpooled separate account options:   
 
Babson Long Term Duration Bond Fund is a nonpooled separate account subadvised by Babson Capital  with a long duration 
bond strategy that invests in a diversified portfolio of fixed-income, short-term bonds, government securities and cash.  The 
specific performance objective is to outperform the total return of the Barclays Capital U.S. Long Government/Credit Bond index. 
 
Alternative Investment Separate Account is a nonpooled separate account subadvised by Babson Capital.  Babson Capital’s 
strategy includes holdings of private equity funds, hedge funds, a private real estate fund and an equity index exchange traded 
fund.   
 
Oppenheimer Small Capitalization Core Fund is a pooled separate account subadvised by OFI Institutional Asset Management 
(OFI Institutional) that invests in domestic small-cap, mid-cap, other fixed-income securities and international small/mid-cap 
securities.  The fund aims to maintain a broadly diversified portfolio across all major economic sectors by applying risk controls 
for both sector and position size.  The fund’s strategy uses separate fundamental research and quantitative models to select 
securities.   
 
MM Premier Core Bond Fund is a pooled separate account subadvised by Babson Capital. It primarily invests in high-quality, 
investment grade bonds with selective and prudent investments in high yield bonds, which are deemed to provide an attractive 
risk/reward trade off. Security selection is an in-depth, bottom-up credit research process seeking securities with attractive yields 
among the corporate, U.S. government (treasury and agency) and mortgage & asset backed sectors. 
 
Oppenheimer International Growth Fund is a pooled separate account subadvised by OFI Institutional that invests in 
international large-cap securities.  This international equity strategy focuses on well-positioned, well-managed businesses that 
have strong revenue growth, sustainable profit margins, capital efficiency and/or business integrity.   
 
Babson Enhanced Index Value Fund is a nonpooled separate account subadvised by Babson Capital that invests in domestic 
small-cap, mid-cap, large-cap and other fixed-income securities.  The strategy is a large-cap value equity strategy that uses a 
systematic strategy that exploits market inefficiencies designed to outperform the fund’s benchmark index while maintaining risk 
characteristics similar to the benchmark.  
 
Oppenheimer Large Core Fund is a nonpooled separate account subadvised by OFI Institutional that invests in a diversified mix 
of larger company stocks for capital appreciation potential.  The strategy is a large-cap core equity strategy, where the portfolio 
managers combine fundamental research and quantitative models to identify investment opportunities among large, 
competitively advantaged companies whose earnings are growing faster than average, or whose shares appear to be mispriced 
by the market.  
 
MM Premier Capital Appreciation Fund is a pooled separate account subadvised by OFI Institutional that invests primarily in 
domestic large-cap common stocks of growth companies.  The strategy is a large-cap growth equity strategy that seeks 
companies in rapidly expanding industries that they believe may appreciate in value over the long- term.   
 
MM Premier Strategic Emerging Markets Fund is a pooled separate account subadvised by Baring with an emerging markets 
equity strategy that invests in international emerging markets and seeks long-term capital growth.  Baring determines the 
universe of emerging market countries in which to invest, and this list may change from time to time based on Baring’s 
assessment of a country’s suitability for investment.  
 
Oppenheimer Large Capitalization Value Fund is a nonpooled separate account subadvised by OFI Institutional that invests in 
domestic small-cap, mid-cap and large-cap common stocks.  The fund can also buy other investments, including preferred 
stocks, rights and warrants and convertible debt securities.  The strategy is a large-cap value equity strategy that uses 
fundamental analyses to select securities for the fund that it believes are undervalued.   
 
Oppenheimer Real Estate Fund is a pooled separate account that invests in an Oppenheimer mutual fund subadvised by CREA.  
This real estate strategy seeks out exposure to the commercial real estate market and uses a fundamental research driven 
approach to search for what are believed to be high quality companies in the Real Estate Investment Trust (REIT) market 
among other investments.  REIT’s are publicly traded securities that sell like a stock on the major exchanges and which invest in 
real estate.  
 
Goldman Sachs Asset Management Long Duration Bond Fund is a nonpooled separate account subadvised by Goldman Sachs 
Asset Management with a long duration bond strategy that invests in a diversified portfolio of fixed- income, short term bonds, 
government securities and cash.  The specific performance objective is to outperform the total return of the Barclays Capital 
U.S. Long Government/Credit Bond index.  
 
Pacific Investment Management Company Long Duration Bond Fund is a nonpooled separate account subadvised by Pacific 
Investment Management Company with a long duration bond strategy that invests in a diversified portfolio of fixed-income, 
short-term bonds, government securities and cash.  The specific performance objective is to outperform the total return of the 
Barclays Capital U.S. Long Government/Credit Bond index.  
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Harris International is a nonpooled separate account subadvised by Harris Associates that invests in international large-cap 
value securities and equity securities, which may include common stocks, preferred stocks, securities that are convertible into 
common stocks, depositary receipts, and rights and warrants to buy common stocks.  This international equity strategy seeks 
out companies that it believes to be trading in the market at significant discounts to their underlying values.   
 
T. Rowe Price Emerging Markets Stock Fund is a nonpooled separate account subadvised by T. Rowe Price Associates, Inc. (T. 
Rowe Price) with an emerging markets equity strategy that seeks long-term growth of capital through investments primarily in 
the common stocks of companies located (or with primary operations) in Latin America, Asia, Europe, Africa and the Middle 
East.     
 
MM Select Growth Opportunities Fund is a pooled separate account subadvised by Sands Capital Management, LLC (Sands 
Capital) and Delaware Management Company (DMC) with a large-cap growth equity strategy.  Sands Capital uses bottom-up, 
fundamental research and focuses on six key investment criteria:  sustainable, above average earnings growth, a leadership 
position, competitive advantages, a value-added focus with a clear mission, financial strength and rational valuation.  DMC 
seeks to select large-cap equities that it believes are undervalued in relation to their intrinsic value, as indicated by multiple 
factors, including the return on capital above its cost of capital.   
 
MM Select Blue Chip Growth Fund is a pooled separate account subadvised by T. Rowe Price that seeks growth of capital over 
the long-term.  The strategy is a large cap growth equity strategy that seeks well-established companies with the potential for 
above-average earnings growth.  In selecting securities, T. Rowe Price generally seeks to identify companies with a leading 
market position, seasoned management and strong financial fundamentals.   
 
MM Select Small Cap Growth Fund is a pooled separate account subadvised by Wadell & Reed, Wellington Management 
(Wellington) and Timberline Asset Management that invests in domestic small-cap equity securities and seeks long-term capital 
appreciation.  Each subadviser employs a growth-based investment approach and may perform a number of analyses in 
considering whether to buy or sell a security for the fund.  Each of the subadvisers uses a combination of fundamental and 
quantitative analyses to identify small-cap companies that it believes are experiencing or will experience rapid earnings or 
revenue growth.  
 
MM Select Small Cap Value Fund is a pooled separate account subadvised by Wellington and Barrow Hanley that seeks to 
maximize total return through investing primarily in small-cap equity securities.  Wellington employs a bottom-up stock selection 
process that utilizes proprietary, fundamental research to identify companies it considers to be undervalued and to have the 
potential for significant longer-term returns.  Barrow Hanley typically seeks to exploit market inefficiencies by using proprietary 
research to identify small-cap companies that it considers to be undervalued and to have the potential to generate superior 
returns while subjecting the fund to below average levels of risk.  
 
MM Select Large Cap Value Fund is a pooled separate account subadvised by Columbia Management (Columbia) and Huber 
Capital (Huber).  Columbia manages a dividend-focused strategy seeking a combination of high dividend payers, steady growing 
dividend payers and emerging dividend payers.  Huber employs a more concentrated, deeper value strategy using a dividend 
discount model (DDM) as the basis for determining intrinsic value opportunities.   
 

a. The Company employs a total return investment approach whereby a mix of equities and fixed-income investments are used 
to maximize the long-term return of plan assets with a prudent level of risk.  Risk tolerance is established through 
consideration of plan liabilities, plan funded status and corporate financial condition.  The investment portfolio contains a 
diversified blend of equity and fixed-income investments.  Alternative assets such as a private equity fund, an equity index 
exchange traded fund and a bond index exchange traded fund are used to improve portfolio diversification.  Investment risk 
is measured and monitored on an ongoing basis through quarterly investment portfolio reviews, annual liability 
measurements, and periodic asset and liability studies.   

 
The target range allocations for the qualified pension plan assets are 25% to 35% domestic equity securities, 20% to 30% 
long duration bond securities, 15% to 25% General Investment Account option, 13% to 18% international equity securities 
and 5% to 15% alternative investments.  Domestic equities primarily include investments in large capitalization (large-cap) 
companies and small capitalization (small-cap) companies.  Long duration bond securities invest in several long duration 
bond exchange traded funds.  International equities include investments in American Depository Receipts and limited 
partnerships that trade primarily in foreign markets in Europe, Latin America and Asia.  The pension plan asset’s General 
Investment Account option earns fixed interest, primarily comprised of an investment in an unallocated insurance contract 
held by the Company.  Approximately 13% and 16% of the assets of the Company’s pension plan were invested in the 
Company’s General Investment Account option through the unallocated group annuity insurance contract as of December 
31, 2012 and 2011, respectively.   
 

(13) The expected future pension and other postretirement benefit payments and Medicare prescription drug direct government 
subsidy receipts, which reflect expected future service, are as follows (in millions): 
 

Year(s) Amount

a. 2013 99$        
b. 2014 104        
c. 2015 109        
d. 2016 115        
e. 2017 119        
f. Thereafter Total 678        

 
(14) The Company anticipates that it will spend $154 million to meet its expected obligations under its qualified and nonqualified 

pension plans and other postretirement benefit plans in 2013. 
 



 19.23 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
(15) The Company’s qualified pension plan assets are as follows:   

 

2012 2011

Pension plan assets managed by the Company and affiliated asset managers:
General Investment Account option 222$    253$    

Babson Long Term Duration Bond Fund 155      141      
Alternative Investment Separate Account 147      133      
Oppenheimer Small Capitalization Core Fund 110      99        
MM Premier Core Bond Fund 98        42        
Oppenheimer International Grow th Fund 96        72        
Babson Enhanced Index Value Fund 76        65        
Oppenheimer Large Core Fund 71        65        
MM Premier Capital Appreciation Fund 55        48        
MM Premier Strategic Emerging Markets Fund 49        35        
Oppenheimer Large Capitalization Value Fund 36        39        
Oppenheimer Real Estate Fund 24        21        

1,139   1,013   

Pension plan assets managed by unaffiliated asset managers: 
Goldman Sachs Asset Management Long Duration Bond Fund 158      144      
Pacif ic Asset Management Company Long Duration Bond Fund 157      140      
Harris International 96        68        

T. Row e Price Emerging Markets Stock Fund 49        36        
MM Select Grow th Opportunities Fund 46        38        
MM Select Blue Chip Grow th Fund 44        37        
MM Select Small Cap Grow th Fund 39        33        
MM Select Small Cap Value Fund 37        33        
MM Select Large Cap Value Fund 36        25        

662      554      
Total qualif ied pension plan assets 1,801$ 1,567$ 

(In Millions)

December 31,

 
The approximate amount of annual benefits to plan participants covered by a group annuity contract issued by the employer or related 
parties is estimated at $63 million in 2013.   

 
(16) The Company does not use alternative amortization methods.  

 
(17) The Company does not use any substantive commitments as the basis for accounting for the benefit obligation. 

 
(18) The Company did not have any special contractual benefits recognized during the period.   

 
(19) The Company did not have any significant changes in benefit obligations or plan assets not otherwise apparent in the other 

disclosure required by current statutory guidance regarding accounting for pensions.  
 

b. Defined contribution plan:   
The Company sponsors funded (qualified 401(k) thrift savings) and unfunded (nonqualified deferred compensation thrift savings) defined 
contribution plans for all of its employees, agents and retirees.  The qualified 401(k) thrift savings plan’s net assets available for benefits 
were $1,608 million and $1,423 million as of December 31, 2012 and 2011, respectively.  The Company match for the 401(k) thrift savings 
plan is 5% of eligible W-2 compensation.  The Company’s total matching thrift savings contributions were $28 million for the years ended 
December 31, 2012 and 2011 and were included in general insurance expenses.   
 
The Company also maintains a defined contribution plan for agents, which was frozen in 2001.  The net assets available for these benefits 
were $182 million and $179 million as of December 31, 2012 and 2011, respectively.   
 

c. The Company did not participate in multi-employer plans. 
 

d. The Company did not participate in consolidated or holding company plans. 
 

e. The Company provides severance-related postemployment benefits for home office employees. The net accumulated liability for these 
benefits was $29 million and $28 million as of December 31, 2012 and 2011, respectively. The Company accrues postemployment 
benefits agents’ health benefits for those agents who qualify for long-term disability and are not retired. The net accumulated liability for 
these benefits was $11 million as of December 31, 2012 and 2011. 
 

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

g. Employee Compensation Plans: 
The Company has a long-term incentive compensation plan under which certain employees of the Company and its subsidiaries may be 
issued phantom share-based compensation awards.  These awards include Phantom Stock Appreciation Rights (PSAR) and Phantom 
Restricted Stock (PRS).  These awards do not grant an equity ownership interest in the Company. 
 
PSARs provide the participant the opportunity to share in the value created in the total enterprise.  The PSAR value is the appreciation in 
the phantom share price between the grant price and the share price at time of exercise.  Awards can only be settled in cash.  PSARs cliff 
vest at the end of three years and expire five years after the date of grant.  Vested PSARs may be exercised during quarterly two week 
exercise periods prior to expiration.  The compensation expense for an individual award is recognized over the service period.     
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PRS provide the participant with the opportunity to share in the value created in the total enterprise.  Participants receive the full phantom 
share value (grant price plus/minus any change in the share price) over the award period.  Awards can only be settled in cash.  PRS vests 
on a graded basis over five years, one third per year after years three, four and five.  On each vesting date, a lump sum cash settlement 
is paid to the participant based on the number of shares vested multiplied by the most recent phantom stock price.  Compensation 
expense is recognized on the accelerated attribution method.  The accelerated attribution method recognizes compensation expense over 
the vesting period by which each separate payout year is treated as if it were, in substance, a separate award.   
 
A summary of share-based payment details representing the weighted average grant price of PRS and PSAR shares that were granted, 
the intrinsic value of PSAR shares exercised, the PRS liabilities paid and the fair value of shares vested during the year is as follows: 
 

2012 2011
Weighted average grant date fair value:

PSARs granted during the year (w hole $) 64.27$     62.77$     
PRS granted during the year (w hole $) 64.34       62.83       

Intrinsic value:
PSARs options exercised (in thousands) 55,146     27,831     
PRS liabilities paid (in thousands) 15,461     3,181       
Fair value of shares vested during the year (in thousands) 76,536     51,620     

For the Years Ended
December 31,

 
A summary of PSARs and PRS vested and nonvested shares is as follows: 
 

Number Remaining Number Remaining 
of Contract of Contract 

Share Units Price Terms Share Units Price Terms
(In Thousands) (In Whole $) (In Years) (In Thousands) (In Whole $) (In Years)

Outstanding as of 
  January 1, 2011 4,148         46.02      1.5        1,104          42.39       3.6         

Granted 883            62.77      313             62.83       
Exercised (1,597)        53.23      (49)              58.16       
Forfeited (79)             49.29      (45)              49.73       

Outstanding as of 
  December 31, 2011 3,355         46.82$    1.1        1,323          46.32$     3.3         

Granted 887            64.27      312             64.34       
Exercised (1,562)        36.70      (241)            38.25       
Forfeited (28)             62.03      (34)              55.19       

Outstanding as of 
  December 31, 2012 2,652         58.56$    1.6        1,360          51.67$     3.2         

Exercisable as of
  December 31, 2012 65              42.07$    -           -                  -$             -            

PRS
Weighted AverageWeighted Average

PSARs

 
The PSAR compensation expense was $44 million and $29 million for the years ending December 31, 2012 and 2011, respectively.  The 
PSAR accrued compensation liability was $38 million and $50 million as of December 31, 2012 and 2011, respectively.  Unrecognized 
compensation expense related to nonvested PSAR awards was $15 million and $8 million for the years ending December 31, 2012 and 
2011, respectively.  The PSAR’s unrecognized compensation expense represents the total intrinsic value of all shares issued if 100% 
vested at current share price, minus current compensation liability.  The nonadmitted deferred tax benefit was $1 million for the year 
ended December 31, 2012.There was no nonadmitted related deferred tax benefit for the year ending December 31, 2011.   
 
The PRS compensation expense was $33 million and $23 million for the years ending December 31, 2012 and 2011, respectively.  The 
PRS accrued compensation liability was $63 million and $45 million as of December 31, 2012 and 2011, respectively.  Unrecognized 
compensation expense related to nonvested PRS awards for the years ending December 31, 2012 and 2011 was $44 million and $39 
million, respectively.  The PRS unrecognized compensation expense represents the total value of all shares issued if 100% vested at the 
current share price, minus current compensation liability.  Nonadmitted related deferred tax benefit for the years ending December 31, 
2012 and 2011 was $4 million and $3 million, respectively. 
 
 

Note 13 – Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations 
(1) The Company is a mutual company, and as such does not have any capital stock. 

 
(2) As a mutual company, the Company has not issued any preferred stocks. 

 
(3) The Company is a mutual company, and as such does not have any cumulative stockholders' dividends. 

 
(4) The Company received $25 million and $250 million of cash dividends, recorded in net investment income, from MMHLLC through 

December 31, 2012 and 2011, respectively.  In 2012, the Company contributed capital of $75 million to MSC Holding Company, LLC, a 
wholly owned subsidiary of MassMutual.  In 2011, the Company contributed capital of $250 million to MMHLLC. 
 

(5) The Company is a mutual company, and as such does not pay stockholders' dividends. 
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(6) There are no restrictions on unassigned surplus, which is held for the benefit of all policyholders. 

 
The Company has absolutely and irrevocably guaranteed that, of the $1,390 million total apportionment from its surplus funds for 
policyholder dividends for the period beginning January 1, 2013 and ending December 31, 2013, it will pay or cause to be applied during 
2013, in all events, annual dividends for participating individual life and annuity policies issued after December 31, 1983, in an amount of 
not less than $845 million.  This guarantee covers policies in the aggregate only and does not confer a dividend guarantee on any specific 
policy. 
 

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

(8) The Company is a mutual company, and as such does not have any capital stock held for special purposes. 
 

(9) There were no changes in the balances of special surplus funds. 
 

(10) The portion of unassigned funds (surplus) represented by unrealized gains and losses (cumulative) was $5,960 million as of December 
31, 2012 and $5,226 million as of December 31, 2011. 

 
(11) Surplus notes: 

 
The following summarizes the surplus notes issued and outstanding as of December 31, 2012 ($ in millions):  
 

Date     
Issued

Interest 
Rate

Par Value 
(Face Amount 

of Notes)

Carrying 
Value of 

Note*

 Interest And/Or 
Principal Paid 
Current Year  

Total Interest 
And/Or     

Principal Paid 

Unapproved 
Interest And/Or 

Principal
Date of 
Maturity

11/15/1993 7.625% 250$             250$         19$                    362$               2$                      11/15/2023
03/01/1994 7.500% 100 100 7 139 2 03/01/2024
05/15/2003 5.625% 250 249 14 133 2 05/15/2033

06/01/2009 8.875% 750 741 67 233 6 06/01/2039
01/17/2012 5.375% 400 399 19 19 2 12/01/2041

      Total 1,750$          1,739$      126$                  886$               14$                    
*  Total agrees w ith Page 3, Line 32.  
 
These notes are unsecured and subordinate to all present and future indebtedness of the Company, all policy claims and all prior claims 
against the Company as provided by the Massachusetts General Laws.  The surplus notes are all held by bank custodians for unaffiliated 
investors.  All issuances were approved by the Division.   
 
All payments of interest and principal are subject to the prior approval of the Division.  Anticipated sinking fund payments are due for the 
notes issued in 1993 and 1994 as follows: $62 million in 2021, $88 million in 2022, $150 million in 2023 and $50 million in 2024.  There 
are no sinking fund requirements for the notes issued in 2003 and 2009.  Scheduled interest on the notes issued in 1993 and 2003 is 
payable on May 15 and November 15 of each year to holders of record on the preceding May 1 or November 1, respectively.  Scheduled 
interest on the note issued in 1994 is payable on March 1 and September 1 of each year to holders of record on the preceding February 
15 or August 15, respectively.  Scheduled interest on the note issued in 2009 is payable on June 1 and December 1 of each year to 
holders of record on the preceding May 15 and November 15, respectively.  Interest expense is not recorded until approval for payment is 
received from the Division.  Interest of $126 million and $107 million was approved and paid during the years ended December 31, 2012 
and 2011, respectively. 
 

(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: 

(1) In the normal course of business, the Company provides specified guarantees and funding to MMHLLC and certain of its 
subsidiaries.  As of December 31, 2012 and 2011, the Company had approximately $75 million of unsecured funding 
commitments.  The unsecured commitments are included in private placements in the table below.  As of December 31, 2012 
and 2011, the Company had not funded, nor had an outstanding balance due on these commitments. 

 
In the normal course of business, the Company enters into letter of credit arrangements.  As of December 31, 2012 and 2011, 
the Company had approximately $82 million and $94 million of outstanding letter of credit arrangements, respectively.  As of 
December 31, 2012 and 2011, the Company did not have a funding request attributable to these letter of credit arrangements. 

 
As of December 31, 2012 and 2011, the Company approved financing of $2,048 million for MassMutual Asset Finance LLC that 
can be used to finance ongoing asset purchases and refinance existing Company provided lines of credit.  Borrowings under the 
facility with the Company as of December 31, 2012 and 2011 were $1,499 million and $1,221 million, respectively, with interest 
of $31 million and $34 million for the years ended December 31, 2012 and 2011, respectively.  The unfunded amount of the 
facility, totaling $549 million as of December 31, 2012, is included in private placements in the table below.  The interest of this 
facility adjusts monthly based on the 30-day London Interbank Offered Rate (LIBOR). 
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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, the Company had the following commitments: 

2013 2014 2015 2016 
There-
after Total

Private placements  $      1,395  $       465  $       555  $           4  $        24  $     2,443 
Mortgage loans             363             13             75           150               -            601 
Partnerships and LLCs             381           772           217           217       1,057         2,644 
LIHTC investments (including

equity contributions)                 2             41             50             14            91            198 
Total  $      2,141  $    1,291  $       897  $       385  $   1,172  $     5,886 

(In Millions)

 
 
In the normal course of business the Company enters into commitments related to property lease arrangements, certain 
indemnities, investments and other business obligations.  As of December 31, 2012 and 2011, the Company had no outstanding 
obligations attributable to these commitments. 
 
Certain commitments and guarantees of the Company provide for the maintenance of subsidiary regulatory capital and surplus 
levels and liquidity sufficient to meet certain obligations.  These commitments and guarantees are not limited.  As of December 
31, 2012 and 2011, the Company had no outstanding obligations attributable to these commitments and guarantees. 
 

(2) Guarantees: 
In the normal course of business the Company enters into guarantees related to employee and retirement benefits, the 
maintenance of subsidiary regulatory capital, surplus levels and liquidity sufficient to meet certain obligations, and other property 
lease arrangements.  If the Company were to recognize a liability, the financial statement impact would be to recognize either an 
expense or an investment in a subsidiary, controlled, or affiliated (SCA) entity.  The Company has no expectations for recoveries 
from third parties should these guarantees be triggered.  There is no current obligation to make payments under these 
guarantees.  As of December 31, 2012 and 2011, the Company had no outstanding obligations attributable to these guarantees. 

 
The following details contingent guarantees that are made on behalf of the Company’s subsidiaries and affiliates as of 
December 31, 2012. 
 

(1) (2) (3) (4) (5)

Nature and circumstances of guarantee and 
key attributes, including date and duration of 

agreement

Liability 
recognition of  

guarantee. 
(Include amount 
recognized at 
inception. If no 

initial 
recognition, 
document 
exception 

allow ed under 
SSAP No. 5R.)

Ultimate f inancial statement 
impact if  action under the 

guarantee is required

Maximum potential amount of future 
payments (undiscounted) the 

guarantor could be required to make 
under the guarantee. If unable to 

develop an estimate, this should be 
specif ically noted.

Current status 
of payment or 
performance 

risk of 
guarantee. Also 

provide 
additional 

discussion as 
w arranted

The Company guarantees the payment of
certain employee and retirement benef its for
specif ic w holly-ow ned subsidiaries (CREA
and Babson Capital), if the subsidiary is
unable to pay.

 - 

If the Company w ere to
recognize a liability, the
f inancial statement impact
w ould be to recognize
either an expense or an
investment in a SCA.

The liabilities for these plans of $137
million have been recorded on the
subsidiaries'books and represent the
Company's maximum obligation.

 - 

Certain guarantees of the Company provide
for the maintenance of a subsidiary's
regulatory capital, surplus levels and liquidity
suff icient to meet certain obligations. These
unlimited guarantees are made on behalf of
certain w holly-ow ned subsidiaries. (C.M.
Life, MML Bay State, MassMutual Europe S.A. 
and Massmutual Japan). 

 - 

If the Company w ere to
recognize a liability, the
f inancial statement impact
w ould be to recognize
either an expense or an
investment in a SCA.

These guarantees are not limited and
cannot be estimated. 

 - 

The Company guarantees the payment of
various lease obligations on behalf of its
subsidiaries and affiliates originating in 2004,
2007 and 2012 and some are in effect until
2023. 

 - 

If the Company w ere to
recognize a liability, the
f inancial statement impact
w ould be to recognize
either an expense or an
investment in a SCA.

The future maximum potential
obligations are immaterial to the
Company. 

 - 

Total  -  - $137 million -  
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(3)  

a. Aggregate maximum potential of future

payments of all guarantees (undiscounted)
(undiscounted) the guarantor could be
required to make under guarantees: 137$               

b. Current liability recognized in the financial

statements:

1.  Noncontingent liabilities -$                    

2.  Contingent liabilities -$                    
c. Ultimate financial statement impact if  action 

under the guarantee is required:

1.  Investments in SCA 137$               

2.  Joint venture -                      

3.  Dividends to stockholders -                      

4.  Expense -                      
5.  Other -                      

6.  Total 137$               

(In Millions)

Year Ended December 31, 2012

 
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 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. 
 
Since December 2008, the Company and MMHLLC have been named as defendants in a number of putative class action and individual 
lawsuits filed by investors seeking to recover investments they allegedly lost as a result of the “Ponzi” scheme run by Bernard L. Madoff 
through his company, Bernard L. Madoff Investment Securities, LLC (BLMIS).  The plaintiffs allege a variety of state law and federal 
securities claims against the Company and/or MMHLLC, and certain of its subsidiaries, seeking to recover losses arising from their 
investments in several funds managed by Tremont Group Holdings, Inc. (Tremont) or Tremont Partners, Inc., including Rye Select Broad 
Market Prime Fund, L.P., Rye Select Broad Market Fund, L.P., American Masters Broad Market Prime Fund, L.P., American Masters 
Market Neutral Fund, L.P. and/or Tremont Market Neutral Fund, L.P.  Tremont and its subsidiary, Tremont Partners, Inc., are indirect 
subsidiaries of MMHLLC.  Certain of the lawsuits have been consolidated into three groups of suits pending in the U.S. District Court for 
the Southern District of New York.  In February 2011, the parties in the consolidated federal litigation submitted to the court a proposed 
settlement agreement.  In August 2011, the court entered an order and final judgment approving the settlement.  Appeals have been filed 
and remain pending.  The settlement, if affirmed on appeal, will not have a significant financial impact on the Company. 
 
Additionally, a number of other lawsuits were filed in state courts in California, Colorado, Florida, Massachusetts, New Mexico, New York 
and Washington by investors in Tremont funds against Tremont, and, in certain cases, against the Company, MMHLLC and other 
defendants, raising claims similar to those in the consolidated federal litigation.  Those cases are in various stages of litigation.  The 
Company believes it has substantial defenses and will continue to vigorously defend itself in these actions.  No reasonable estimate can 
be made at this time regarding the potential liability, if any, or the amount or range of any loss that may result from these claims. 
 
In 2009, the Trustee appointed under the Securities Investor Protection Act to liquidate BLMIS notified Tremont that the bankruptcy estate 
of BLMIS has purported preference and fraudulent transfer claims against Tremont’s Rye Select Broad Market funds and certain other 
Tremont-managed funds to recover redemption payments received from BLMIS by certain of those Rye Select funds.  In December 2010, 
the Trustee filed suit in the U.S. Bankruptcy Court for the Southern District of New York against Tremont, Oppenheimer Acquisition Corp., 
the Company and others. Certain of these Tremont funds, in turn, have notified the Trustee of substantial claims by them against BLMIS.  
In September 2011, the court approved the proposed settlement with the Trustee that had been filed with the court in July.  Certain parties 
have filed notices of appeal.  The settlement, if affirmed on appeal, will not have a significant financial impact on the Company. 
 
On October 19, 2011, Golden Star, Inc. (Golden Star), plan administrator of the Golden Star Administrative Associates 401(k) Plan and 
Golden Star Bargaining Associates 401(k) Plan, filed a putative class action lawsuit in the United States District Court for the District of 
Massachusetts against the Company.  Golden Star alleges, among other things, that the Company breached its alleged fiduciary duties 
while performing services to 401(k) plans and that certain of its actions constituted “Prohibited Transactions” under the Employee 
Retirement Income Security Act of 1974.  The Company believes that it has numerous substantial defenses to the claims and will defend 
itself vigorously.  No reasonable estimate can be made at this time regarding the potential liability, if any, or the amount or range of any 
loss that may result from this action. 
 
Christina Chavez (Chavez) filed a putative class action complaint against the Company in April 2010.  Chavez alleges that the Company 
breached its obligations to its term life policyholders in California by failing to pay dividends on those policies.  Formal written discovery 
requests have been exchanged by all parties.   The Company believes it has substantial defenses and will continue to vigorously defend 
itself in these actions.  No reasonable estimate can be made at this time regarding the potential liability, if any, or the amount or range of 
any loss that may result from this claim. 
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In 2009, numerous lawsuits (the Rochester Suits) were filed as putative class actions in connection with the investment performance of 
certain municipal bond funds advised by OFI and distributed by its subsidiary, OppenheimerFunds Distributor, Inc.  The Rochester Suits 
raise claims under federal securities laws alleging that, among other things, the disclosure documents of the funds contained 
misrepresentations and omissions, that the investment policies of the funds were not followed and that the funds and other defendants 
violated federal securities laws and regulations and certain state laws.  The Rochester Suits have been consolidated into seven groups, 
one for each of the funds, in the U.S. district court in Colorado.  Amended complaints and motions to dismiss were filed.  In October 2011, 
the court issued an order granting and denying in part defendants’ motions to dismiss in five of the seven suits. In November 2011, 
defendants filed a joint motion for reconsideration of the court’s ruling which the court, in part, granted and denied in January 2012.  OFI 
believes it has substantial defenses and will continue to vigorously defend itself in these actions.  No reasonable estimate can be made at 
this time regarding the potential liability, if any, or the amount or range of any loss that may result from this claim. 
 
In May 2009, the Company was named as a defendant in a private action related to certain losses in a Bank Owned Life Insurance (BOLI) 
contract issued by the Company.  The plaintiff alleges, among other things, fraud, breach of contract and breach of fiduciary duty claims 
against the Company and seeks to recover losses arising from investments under the BOLI contract.  The Company believes it has 
substantial defenses and will continue to vigorously defend itself in these actions.  No reasonable estimate can be made at this time 
regarding the potential liability, if any, or the amount or range of any loss that may result from this claim. 
 

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 
a. (1)  The Company leases office space and equipment in the normal course of business under various noncancelable operating lease 

agreements.  Additionally, the Company, as lessee, has entered various sublease agreements with affiliates for office space, such as 
OFI and Babson Capital.  Total rental expense on net operating leases, recorded in general insurance expenses, was $79 million and 
$81 million for the years ended December 31, 2012 and 2011, respectively.  Net operating leases are net of $17 million and $22 
million of sublease receipts for the years ended December 31, 2012 and 2011, respectively. 

 
(2)  At January 1, 2012, the minimum aggregate rental commitments are as follows (in millions): 
 

Years Ended
December 31, Operating Leases

1. 2013 76$                       
2. 2014 71                         
3. 2015 28                         
4. 2016 23                         
5. 2017 16                         

6. Total 214$                     

 
 (3)  The Company is not involved in any material sales-leaseback transactions. 

 
b. Leasing is not a significant part of the Company's business activities. 

 
 

Note 16 – Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With Concentrations of 
Credit Risk 

(1) The notional amounts of the Company's financial instruments with off-balance sheet risk as of December 31, 2012 and 2011 are as follows 
(in millions): 

 

2012 2011 2012 2011

a. Sw aps  $  109,713  $  102,855  $      9,852  $      9,175 

b. Futures          2,622          2,937                  -                  - 

c. Options          9,583          5,467               43             300 

d. Total 121,918$   111,259$   9,895$       9,475$       

Assets Liabilities

December 31,

 
See Schedule DB of the Company's Annual Statement for additional detail. 
 

(2) See Note 8 "Derivative Instruments" for a discussion of the credit and market risk of derivative financial instruments, and the cash 
requirements and accounting policies related to those instruments. 
 

(3) See Note 8 "Derivative Instruments" for a discussion of the amount of accounting losses the Company would incur if any party to the 
financial instrument failed completely to perform according to terms of the contract and the collateral due proved to be of no value to the 
Company. 
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(4) See Note 8 "Derivative Instruments" for a discussion of the Company’s policy of requiring collateral to support financial instruments subject 

to credit risk, information about the Company’s access to that collateral and the nature and description of the collateral supporting those 
financial instruments. 
 
 

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 writes its remaining group life, accident and health business through a third party administrator.  Pursuant to a 1994 
reinsurance agreement, the Company cedes 100% of this business.  Premium ceded was less than $1 million for the years ended 
December 31, 2011 or 2010. 
 

 
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. 
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(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:

Bonds

Industrial and miscellaneous  $           -  $        14  $        12  $        26 

Parent, subsidiaries and affiliates                  -                 3                  -                 3 

Common stock - unaff iliated             620               59             155             834 

Common stock - aff iliated (1)                  -             363             180             543 

Cash equivalents and

short-term investments  (2)                  -          2,087                  -          2,087 

Separate account assets        35,306        16,524             510        52,340 

Derivatives

Interest rate sw aps                  -          2,403                  -          2,403 

Options                  -             305                  -             305 

Currency sw aps                  -             121                  -             121 

Forw ard contracts                  -               16                  -               16 

Credit default sw aps                  -               13                  -               13 

Total f inancial assets carried

at fair value  $ 35,926  $ 21,908  $      857  $ 58,691 

Financial liabilities:

Securities sold under agreements to

repurchase  $           -          3,822  $           -  $   3,822 

Derivatives

Interest rate sw aps               -             156               -          156 

Options               -                (4)               -             (4)

Currency sw aps               -               50               -            50 

Forw ard contracts               -                  -               -               - 

Credit default sw aps               -                  -               -               - 

Total f inancial liabilities carried

at fair value  $           -  $   4,024  $           -  $   4,024 

(1)

(2)

December 31, 2012

(In Millions)

Does not include cash of $729 million.

Common stock – affiliated does not include MMHLLC which had a statutory carrying
value of $4,271 million as of December 31, 2012 and C.M. Life Insurance Company
which had a statutory carrying value of $961 million as of December 31, 2012.

 
 
For the year ended December 31, 2012 there were no significant transfers between Level 1 and 2. 

 
(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 (1) Out (1) Net Income Surplus Purchases Issuances Sales Settlements (2) 12/31/2012

Financial assets:

Bonds

Industrial and miscellaneous  $             16  $             12  $                -  $         (16)  $            5  $            8  $          16  $        (3)  $                (26)  $               12 

Common stock - unaff iliated               166                    -                    -                8            (10)                 -                 -            (7)                      (2)                 155 

Common stock - aff iliated               305                    -                    -              26              10            144                 -        (305)                        -                 180 

Separate account assets               396                 91                    -              37                 -              69                 -        (175)                     92                 510 

Total Level 3 financial assets

carried at fair value  $           883  $           103  $                -  $          55  $            5  $        221  $          16  $    (490)  $                 64  $             857 

(1)

(2) Real estate fair value is carried net of encumbrances on the Statutory Statement of Financial Position and the change in encumbrances are included in the
settlements within separate account assets.

(In Millions)

These columns identify assets that are consistently carried at fair value but have had a level change. Generally transfers out of Level 3 occur when quoted
prices are received in markets that have not been active, and therefore the assets are moved to Level 2. The separate account assets transferred into Level 3
were transferred from Level 2 due to a change in the pricing source.

 
(3) The Company reviews the fair value hierarchy classifications at each reporting period. Overall, reclassifications between levels 
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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 (primarily equity securities and mutual fund 
investments), transfers between Level 1 and Level 2 measurement categories are expected to be infrequent. Transfers into and 
out of Level 3 are summarized in the schedule of changes in Level 3 assets and liabilities. 

 
(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, short−term investments, and derivatives. 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. 
 
Bonds (U.S. government and agencies) - These securities are principally valued using the market approach. Level 2 valuations 
are based primarily on quoted prices in markets that are not active, or using matrix pricing or other similar techniques using 
standard market observable inputs such as the benchmark U.S. Treasury yield curve, the spreads versus the U.S. Treasury yield 
curve for the identical security and comparable securities that are actively traded.  
 
Cash equivalents, short-term investments and derivatives – The values are determined consistent with similar general account 
assets described below. 

 
Derivative asset and derivative liabilities - These financial instruments are primarily valued using the market approach.  The 
estimated fair value of derivatives is based primarily upon quotations obtained from counterparties and independent sources, 
such as quoted market values received from brokers. These quotations are compared to internally derived prices and a price 
challenge is lodged with the counterparties and an independent source when a significant difference cannot be explained by 
appropriate adjustments to the internal model. When quoted market values are not reliable or available, the value is based upon 
an internal valuation process using market observable inputs that other market participants would use.  Significant inputs to the 
valuation of derivative financial instruments include overnight index swaps (OIS) and LIBOR basis curves, interest rate volatility, 
swap yield curve, currency spot rates, cross currency basis curves and dividend yields.  Due to the observability of the significant 
inputs to these fair value measurements, they are classified as Level 2. 

 
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) Derivative assets and liabilities fair value disclosures on a gross basis are included in paragraph 1 above. Since there are no 
derivative assets or liabilities classified in Level 3, the reconciliation disclosures required under paragraphs 2 through 4 are not 
applicable. 
  

b. The Company provides additional fair value information in Notes 1, 5, 8, 21, 32, 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  $       8,796  $      7,654  $            -  $    8,783  $         13  $            - 

All other governments 164             126           -              133         31            -               

States, territories and possessions 1,641          1,449        -              1,641      -              -               

Special revenue 4,945          3,983        -              4,945      -              -               

Industrial and miscellaneous 42,199        38,419      -              26,930    15,269     -               

Parent, subsidiaries and affiliates 5,473          5,260        -              1,433      4,040       -               

Preferred stocks 358             336           -              73           285          -               

Common stock - unaff iliated 834             834           620          59           155          -               

Common stock - aff iliated (1) 543             543           -              363         180          -               

Mortgage loans - commerical 12,147        11,812      -              -              12,147     -               

Mortgage loans - residential 2,162          2,145        -              -              2,162       -               

Cash, cash equivalents and

short-term investments 2,816          2,816        729          2,087      -              -               

Separate account assets 52,340        52,340      35,306     16,524    510          -               

Derivatives

Interest rate sw aps 2,382          2,403        -              2,382      -              -               

Options 305             305           -              305         -              -               

Currency sw aps 121             121           -              121         -              -               

Forw ard contracts 16               16             -              16           -              -               

Credit default sw aps 13               13             -              13           -              -               

Financial liabilities:

Commercial paper              250             250                -           250                - -               

Securities sold under agreements to

repurchase 3,822          3,822        -              3,822      -              -               

Funding agreements 4,154          4,054                       -                -        4,154 -               

Investment-type insurance contracts

Group annuity investment contracts 8,783          7,606                       -                -        8,783 -               

Individual annuity investment contracts 6,129          5,154                       -                -        6,129 -               

Supplementary investment contracts 1,021          1,020                       -                -        1,021 -               

Derivatives

Interest rate sw aps 157          156           -           157      -           -               

Options (4)            (4)              (4)         -               

Currency sw aps 50            50             -           50        -           -               

Credit default sw aps -                 -                -           -           -           -               

(1)

Level 1 Level 2 Level 3

Common stock - affiliated does not include MMHLLC which had a statutory carrying value of $4,271
million as of December 31, 2012 and C.M. Life Insurance Company which had a statutory carrying value of 
$961 million as of December 31, 2012.

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 $70 million 
and $71 million as of December 31, 2012 and 2011, respectively. 
 
The statutory carrying value of MMHLCC was $4,271 million and $3,413 million as of December 31, 2012 and 2011, respectively.  As of 
December 31, 2012 and 2011, the statutory carrying value of MMHLLC included $2,165 million and $2,015 million, respectively, related to 
NCI and ARE.  The Division has affirmed the statutory recognition of the Company’s application of the NCI guidelines in regard to 
MMHLLC’s equity value.  The current statutory carrying amount of MMHLLC remains significantly below its fair value. 
 



 19.33 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
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. All transferable state tax credits have been used as of December 31, 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 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 December 31, 2011, the Company did not have any direct subprime exposure 
through purchases of unsecuritized whole-loan pools. 
 
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  $       1,667  $       1,136  $       1,183  $        (79)

b. Commercial mortgage-backed securities                  -                  -                  -                             - 

c. Collateralized debt obligations                  -                  -                  -                             - 

d. Structured securities                  -                  -                  -                             - 

e. Equity investment in SCAs *              130                89                92                          (6)

f. Other assets                  -                  -                  -                             - 

g. Total  $       1,797  $       1,225  $       1,275  $        (85)

December 31, 2012

(In Millions)

 
Year Ended

December 31,

2012
Actual Carrying Fair 

Subprime: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          725  $          532  $          536  $        (11)

b. Commercial mortgage-backed securities                  -                  -                  -                             - 

c. Collateralized debt obligations                  3                  -                  -                             - 

d. Structured securities                  -                  -                  -                             - 

e. Equity investment in SCAs *                40                30                29                             - 

f. Other assets                  -                  -                  -                             - 

g. Total  $          768  $          562  $          565  $        (11)

(In Millions)

December 31, 2012

 
* The Company’s SCA, C.M. Life, has investments in Alt-A and subprime mortgages, as does C.M. Life's SCA, MML Bay State.  

These investments comprise less than 1% of the Company's invested assets. 
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Year Ended
December 31,

2011
Actual Carrying Fair 

Alt-A: Cost Value Value OTTI

a. Residential mortgage-backed securities  $       2,176  $       1,550  $       1,190  $      (119)

b. Commercial mortgage-backed securities                  -                  -                  -                            - 

c. Collateralized debt obligations                  -                  -                  -                            - 

d. Structured securities                  -                  -                  -                            - 

e. Equity investment in SCAs *              171              123                94                          (9)

f. Other assets                  -                  -                  -                            - 

g. Total  $       2,347  $       1,673  $       1,284  $      (128)

(In Millions)

December 31, 2011

 
Year Ended

December 31,

2011
Actual Carrying Fair 

Subprime: Cost Value Value OTTI

a. Residential mortgage-backed securities  $          934  $          707  $          618  $        (11)

b. Commercial mortgage-backed securities                  -                  -                  -                            - 

c. Collateralized debt obligations                  3                  -                  -                            - 

d. Structured securities                  -                  -                  -                            - 

e. Equity investment in SCAs *                54                40                36                          (1)

f. Other assets                  -                  -                  -                            - 

g. Total  $          991  $          747  $          654  $        (12)

(In Millions)

December 31, 2011

 
* The Company’s SCA, C.M. Life, has investments in Alt-A and subprime mortgages, as does C.M. Life's SCA, MML Bay State.  

These investments comprise less than 1% of the Company’s invested assets. 
 

(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.  The assets and liabilities 
reported relating to retained asset accounts also include amounts attributable to C.M. Life Retained Assets contracts issued 
prior to March 2011. 
 

(2)

Number Balance Number Balance

a. Up to and including 12 months 238            36$            288            34$            
b. 13 to 24 Months 185            13              199            14              
c. 25 to 36 Months 129            8                447            19              
d. 37 to 48 Months 329            14              352            12              
e. 49 to 60 Months 248            9                274            9                
f . Over 60 Months 961            24              936            22              
g. Total 2,090         104$          2,496         110$          

($ In Millions)
Account aging categories:

Retained Asset Accounts In Force
December 31,

2012 2011
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(3)

Number Balance Number Balance

a. Retained asset accounts as of
January 1, 2012 2,491         108$          5                2$              

b. Retained asset accounts issued 337            73              
c. Investment earnings credited to

retained asset accounts N/A    - 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 (41)               -    -   -
f . Retained asset account closed/w ithdraw n (697)          (77)            (5)              (2)              
g. Retained asset account as of

December 31, 2012 2,090         104$          -                -$              

($ In Millions)

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, currency exchange risk, 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. 
 
Currency exchange risk 
 
The Company has currency risk due to its non-U.S. dollar investments and medium-term notes along with its international operations.  The 
Company mitigates currency risk through the use of cross-currency swaps and forward contracts.  Cross-currency swaps are used to 
minimize currency risk for certain non-U.S. dollar assets and liabilities through a pre-specified exchange of interest and principal.  Forward 
contracts are used to hedge movements in exchange rates.   
 
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.   
 
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 as well as purchasing credit default swaps to transfer some of the risk.  
 
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. 
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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 and leveraged loans.  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, surplus 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 Greece, Italy, Ireland, Portugal and Spain collectively 
accounted for less than 1% of invested assets held in the Company’s general account.  These holdings are highly diversified and over 
83% are 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. 
 
The Company has investments in European leveraged loans that have higher interest rates than investment grade debt instruments, 
reflecting additional risk of default.  With a further slight improvement in the fourth quarter of 2012, the average secondary price of 
leveraged loans in Europe was up around 5% over the year as a whole, primarily driven by underlying corporate performance.  Underlying 
concerns over the macroeconomic outlook and debt burden of certain parts of the Eurozone remain significant, but the Company’s direct 
exposure on loans to companies in these countries is limited. While progress has been made, the extent of refinancing required in the 
European loan market over the next three years remains relatively significant and uncertainty over the sources of this refinancing may lead 
to an increase in default rates going forward. 
 
Current economic leading indicators remain sluggish and the uncertainty of the U.S. debt ceiling continues to be a factor for the 
Company’s commercial mortgage loan portfolio.  The impact of this uncertainty on job growth and business sentiment indicates a slow, 
uneven economic growth outlook for 2013.  Notwithstanding slowing GDP growth, commercial real estate is benefiting from slowly 
improving leasing fundamentals and limited new supply.  The pace of recovery in office, industrial and retail sectors will slow in reaction to 
slower job growth while apartment and hotel market fundamentals appear sound.  Investor appetite for steady cash flow has kept core 
pricing competitive and broadened the price recovery beyond coastal markets.  Real estate markets are not uniform and there are clear 
leaders and laggards emerging.  The Company continues to monitor global, national and local market fundamentals in both its new 
origination and the portfolio management functions. 
 
Market risk arises within the Company’s employee benefit plans to the extent that the obligations of the plans are not fully matched by 
assets with determinable cash flows.  Pension and postretirement obligations are subject to change due to fluctuations in the discount 
rates used to measure the liabilities as well as factors such as changes in inflation, salary increases and participants living longer.  The 
risks are that market fluctuations could result in assets that are insufficient over time to cover the level of projected benefit obligations.  In 
addition, increases in inflation and members living longer could increase the pension and postretirement obligations.  Management 
determines the level of this risk using reports prepared by independent actuaries and takes action, where appropriate, in terms of setting 
investment strategy and determining contribution levels.  In the event that the pension obligations arising under the Company’s employee 
benefit plans exceed the assets set aside to meet the obligations, the Company may be required to make additional contributions or 
increase its level of contributions to these plans. 
 
 

Note 22 – Events Subsequent 
The Company has evaluated subsequent events through February 22, 2013, the date the financial statements were available to be issued. 
 
On January 1, 2013, the Company completed its acquisition of The Hartford’s Retirement Plans business.  The transaction was primarily 
structured as a reinsurance agreement, under which the Company paid $355 million as a ceding commission. 
 
Under the reinsurance agreement, which is structured on an indemnity reinsurance basis, the Company will assume 100% of the liabilities 
and obligations for the insurance contracts relating to The Hartford’s Retirement Plans business.  In addition, the Company will reinsure 
contracts written on The Hartford’s policy form by the Company’s Retirement Services Division during a post-closing transition period 
which is expected to be 12 months.  The obligations include two parts to the reinsurance agreement.  First, a coinsurance agreement 
related to the GIA contracts under which the contract liabilities and the assets to support those liabilities were transferred to, and held by 
the Company.  The assets and associated reserves and liabilities will be reported in the financial statements of the Company.  Second, a 
modified coinsurance agreement related to the separate investment account contracts.  The individual investments and reserves were not 
transferred to or held by the Company and therefore the assets and liabilities will not be reported in the financial statements of the 
Company.  However, the Company will recognize a receivable or payable representing its rights and obligations under the modified 
coinsurance agreement.  
 
No additional 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 $2,449 million, assuming no return of the 
assets backing these reserves from the reinsurer to the Company.   

 
(2) A new agreement was executed, effective June 2012, to include policies or contracts that were in-force and had existing 

reserves established by the Company as of the effective date of the agreement. The reserve ceded for this agreement was $5 
million. 

 
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 
There was no increase to reserves in 2012 for incurred losses and loss adjustment expenses attributable to insured events of prior years 
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 
Participating contracts issued by the Company represented 66% of the Company’s policyholders’ reserves and liabilities for deposit-type 
contracts as of December 31, 2012.   
 
The allocation of these dividends to policyholders reflects the relative contribution of each group of participating policies to surplus and 
considers, among other factors, investment returns, mortality and morbidity experience, expenses and taxes.  The Company reported 
dividends in the amount of $1,379 million for 2012 and did not allocate any additional income to such policyholders. 
 
 

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 are computed using continuous functions to reflect these practices.  Surrender values were not promised in excess of 
the legally computed reserves. 
 

(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 had $21,141 million of 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 Division.  Deficiency reserves to cover this insurance totaled $256 million as of 
December 31, 2012 and are reported in Exhibit 5. 
 

(4) Tabular interest, tabular reserves less actual reserves released, and tabular cost for all life and annuity contracts and supplementary 
contracts involving life contingencies are determined in accordance with NAIC Annual Statement instructions.  For tabular interest, 
permanent and term products use a formula that applies a weighted average interest rate determined from a seriatim valuation file to the 
mean average reserves.  Universal life, variable life, group life, annuity and supplemental contracts use a formula which applies a 
weighted average credited rate to the mean account value.  For contracts without an account value (e.g., a Single Premium Immediate 
Annuity), a weighted average statutory valuation rate is applied to the mean statutory reserve or accepted actuarial methods using 
applicable interest rates are applied. 
 

(5) Liabilities for funding agreements, dividend accumulations, premium deposit funds, investment-type contracts such as supplementary 
contracts not involving life contingencies and certain structured settlement annuities 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.   
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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 

group and 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 the following state 
statutes, by product identifier: 

State Statue Reference / Commissioner Approval / Guidance
Product/Transaction:

Alpha-Backed Note Separate Accounts Massachusetts General  Law s Annotated Chapter 175, Section 132H
Capital Preservation Massachusetts General  Law s Annotated Chapter 175, Section 132F
Cornerstone Hotel Income Equity Fund Massachusetts General  Law s Annotated Chapter 175, Section 132H
Corporate-ow ned Life Insurance Massachusetts General  Law s Annotated Chapter 175, Section 132H
Group Variable Universal Life Massachusetts General  Law s Annotated Chapter 175, Section 132G
Individual Immediate Variable Annuity Massachusetts General  Law s Annotated Chapter 175, Section 132G
Individual Variable Annuity Massachusetts General  Law s Annotated Chapter 175, Section 132G
Individual Variable Universal Life Massachusetts General  Law s Annotated Chapter 175, Section 132G
Nonguaranteed Retirement Services Separate Accounts Massachusetts General  Law s Annotated Chapter 175, Section 132F
Separate Account Guaranteed Interest Contract Massachusetts General  Law s Annotated Chapter 175, Section 132F
Stable Value Bank-ow ned Life Insurance Massachusetts General  Law s Annotated Chapter 175, Section 132H
Supplemental Account Massachusetts General  Law s Annotated Chapter 175, Section 132F

 
(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.   
 

As of December 31, 2012 and 2011, the Company’s NAIC Separate Account Annual Statement included Separate Accounts with 
legally insulated products of $52,306 million and $41,520 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:
Nonguaranteed Retirement Services Separate Accounts 26,437$     -$              
Separate Account Guaranteed Interest Contract 12,354       13              
Individual Variable Annuity 9,622         -                
Stable Value Bank-ow ned Life Insurance 1,825         -                
Individual Variable Universal Life 881            -                
Capital Preservation 475            11              
Alpha-Backed Note Separate Account 335            -                
Corporate-ow ned Life Insurance 157            -                
Cornerstone Hotel Income Equity Fund 146            -                
Group Variable Universal Life 52              -                
Individual Immediate Variable Annuity 22              -                
Supplemental Account -                10              

Total 52,306$     34$            

Separate Account Assets

(In Millions)

* Exclusive of seed money and unsettled fees and expenses, there are six contracts totaling $24
million that are now included as non-insulated. Total MassMutual separate account assets are
$52 billion at December 31, 2012. These six non-insulated contracts represent 0.0005% of
MassMutual’s separate account balance at December 31, 2012. Given the immateriality of the
balances, w e are disclosing the existence of these six non-insulated contracts, but are not
preparing a separate green book blank.   

 
(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 
$661 million.  To compensate the general account for the risk taken, the separate accounts have paid risk charges as follows for 
the past five years (in millions): 
 

a.  2012 60$            
b.  2011 49              
c.  2010 42              
d.  2009 -                
e.  2008 -                

 
As of December 31, 2012, the general account of the Company had paid $5 million toward separate account guarantees.  The 
total separate account guarantees paid by the general account for the preceding years ending December 31, 2011 and 2010 was 
$104 million, $3 million, respectively.   
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The following separate account products would be classified differently under GAAP than under statutory accounting principles:  
  

 Same as GAAP / Condition that Requires GAAP 
General Account Reporting 

 Product Identif ier: 
Alpha-Backed Note Separate Account GAAP GIA classif ication / Investment Performance
Capital Preservation GAAP GIA classif ication / Investment Performance
Separate Account Guaranteed Interest Contract GAAP GIA classif ication / Investment Performance
Stable Value Bank-ow ned Life Insurance GAAP GIA classif ication / Investment Performance
Supplemental Account GAAP GIA classif ication / Investment Performance

 
(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 the following:  (1) indexed, which are invested to outperform an established 
index based on the guarantee and (2) nonindexed, which have reserve interest rates at no greater than 4% and/or 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 -$             -$                        -$                    11,567$             11,567$    

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

a.  Fair value 250$         12,584$              -$                    38,358$             51,192$    
b.  Amortized cost/book value -               -                          -                      -                         -               
c.  Total Reserves* 250$         12,584$              -$                    38,358$             51,192$    

(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 -               12,105                -                      38,358               50,463      
e.  At book value w ithout FV adjustment and w ith
     current surrender charge of less than 5% -               479                     -                      -                         479           
f.   Subtotal -               12,584                -                      38,358               50,942      
g.  Not subject to discretionary w ithdraw al 250           -                          -                      -                         250           
h.  Total 250$         12,584$              -$                    38,358$             51,192$    

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

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

(In Millions)

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

 
December 31,

2012
(In Millions)

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

(a)  Transfers to separate accounts (Page 4, Line 1.4) 11,750$              
(b)  Transfers from separate accounts (Page 4, line 10) 6,097                  
(c)  Net transfers to (from) separate accounts  (a) - (b) 5,653                  

(2)  Reconciling adjustments:
(a)  Net deposits on deposit-type liabilities 1                         

(3)  Transfers as reported in the Summary of Operations of the
       Life, Accident & Health Annual Statement

   (1c) + (2) = (Page 4, Line 26) 5,654$                

 
 

Note 35 – Loss/Claim Adjustment Expenses 
The balance in the liability for unpaid accident and health claim adjustment expenses as of December 31, 2012 and 2011 was $26 million 
and $27 million, respectively.  The Company incurred $337 million and paid $326 million of claim and claim adjustment expenses in the 
current year, of which $312 million of the paid amount was attributable to insured or covered events of prior years.  The Company 
increased the provision for insured events of prior years by $21 million.  There is no salvage and subrogation associated with the 
Company’s disability and long-term care business. 
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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: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2012: 
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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: 
 

 



 19.51 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 

 



 19.52 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 

 



 19.53 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 



 19.54 

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Massachusetts Mutual Life Insurance Company 
NOTES TO FINANCIAL STATEMENTS 

 
The following is the impairment listing for loan-backed and structured securities for the three months ended December 31, 2011: 
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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: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended March 31, 2011: 
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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: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended June 30, 2010: 
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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: 
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The following is the impairment listing for loan-backed and structured securities for the three months ended September 30, 2009: 
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����� '�� ��� �'����/�����*���'����E�����#�����%�������*��� ����������� '������� ��!�����������������%�������*��� ���������#� �����)�����
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�2%�7 6 ���������" ����&������#�� �@�(!���)��������� ��������������4�(��� !������ �����"���#�������'�� )����C-� ������������	���������78������
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