
 

 

New York Life Global Funding 
$11,000,000,000 

GLOBAL DEBT ISSUANCE PROGRAM 

This supplement (“Base Prospectus Supplement”) is supplemental to and must be read in conjunction 
with the Offering Memorandum dated March 25, 2014 (the “Offering Memorandum”), prepared by New York 
Life Global Funding (the “Issuer”) under the Issuer's $11,000,000,000 Global Debt Issuance Program for the 
issuance of senior secured medium-term notes (the “Notes”). 

This Base Prospectus Supplement has been approved by the Central Bank of Ireland, as competent 
authority under Directive 2003/71/EC (the “Prospectus Directive”).  The Central Bank of Ireland only approves 
this Base Prospectus Supplement as meeting the requirements imposed under Irish and EU law pursuant to the 
Prospectus Directive.   

This document constitutes a Base Prospectus Supplement for the purposes of Article 16 of the 
Prospectus Directive.  References herein to this document are to this Base Prospectus Supplement incorporating 
Annex 1 hereto. 

On May 14, 2014, New York Life Insurance Company (“New York Life”) published its interim statutory 
statements as of March 31, 2014 (including any notes thereto, the  “First Quarter 2014 Statutory Statements”), 
and on May 29, 2014 made available New York Life’s Summary of Certain First Quarter Financial Information, 
Certain Financial and Accounting Matters, Statutory Capitalization of New York Life, and Selected Historical 
Statutory Financial Information of New York Life (collectively, the “Summary”).  The Summary and the First 
Quarter 2014 Statutory Statements are set out in Annex 1 to this document.  Copies of the Summary and the 
First Quarter 2014 Statutory Statements will be made available for inspection at the offices of the parties at 
whose offices documents are to be available for inspection as identified in “General Information” in the 
Offering Memorandum. 

Except as disclosed in this document, there has been no other significant new factor, material mistake or 
inaccuracy relating to the information included in the Offering Memorandum.  

Each of the Issuer and New York Life accepts responsibility for the information contained in this Base 
Prospectus Supplement. To the best of the knowledge of each of the Issuer and New York Life (having taken all 
reasonable care to ensure that such is the case) the information contained in this Base Prospectus Supplement is 
in accordance with the facts and does not omit anything likely to affect the import of such information.  

Where there is any inconsistency among the Offering Memorandum and this Base Prospectus 
Supplement, the language used in this Base Prospectus Supplement shall prevail. 

Base Prospectus Supplement dated June 6, 2014 
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SUMMARY OF CERTAIN FIRST QUARTER FINANCIAL INFORMATION 
 

Unaudited Results of Operations – For the Three Months Ended March 31, 2014 Compared to the 
Three Months Ended March 31, 2013 

Net Income  

Net income, which is net gain from operations plus net realized capital gains/(losses) (after-tax and 
transfers to the interest maintenance reserve (“IMR”)), was $150 million for the three months ended 
March 31, 2014, which represented an $80 million decrease from the net income of $230 million reported 
for the three months ended March 31, 2013.  The decrease was driven by $65 million of lower net realized 
capital gains (see “—Net Realized Capital Gains”) and a $15 million decrease in net gain from operations. 

   
Net Gain from Operations 
 

Net gain from operations after dividends and federal income taxes for the three months ended 
March 31, 2014 was $131 million, and primarily consisted of investment spread income and earnings from 
mortality spreads. For the three months ended March 31, 2014, net gain was $15 million, or 10.3%, lower 
than the $146 million reported for the three months ended March 31, 2013.  The decrease was driven by 
the following:  

 $42 million higher dividend expense to policyholders mainly due to the increase in New York 
Life’s dividend scale approved by the Board of Directors in November 2013; partially offset 
by  

 $28 million improvement in federal income taxes (see “—Federal Income Taxes”). 
 
Premium Income 
 

Premiums are generated from sales of life and health insurance and annuities.  In addition, 
Guaranteed Products (“GP”), included within Institutional Annuities, and Retirement Plan Services 
(“RPS”), both of which include annuity purchase rate guarantees, are counted as premium since there is 
exposure to mortality risk in these products.   

 
The following table shows premium income by business operation for the three months ended 

March 31, 2014 and 2013 ($ in millions): 
 

 March 31, Change 

  2014 2013 $  %  
    

Individual Life ............................................................ $         1,516   $       1,465   $            51   3.5% 
Direct Operations ....................................................... 375 373 2 0.5 
Group Membership Association (“GMAD”) ............. 122 150 (28) (18.7) 
Long Term Care (“LTC”) .......................................... 59 56 3 5.4 

Insurance and Agency Group ...................................... 2,072 2,044 28 1.4 
Retirement Plan Services ............................................ 641 581 60 10.3 
Institutional Annuities ................................................ 350 292               58         19.9 

Investments Group ........................................................ 991 873 118 13.5 

Total .................................................................... $         3,063   $       2,917   $          146   5.0% 
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Insurance and Agency Group premiums for the three months ended March 31, 2014 increased $28 
million from the same period last year, primarily driven by higher renewal premiums from Individual Life 
business. Partially offsetting this increase are lower renewal premiums from GMAD as a result of New 
York Life exiting and not renewing its Major Medical health business, effective January 1, 2014. 

 
Premiums from the Investments Group for the three months ended March 31, 2014 increased $118 

million from the same period last year, primarily attributable to GP and RPS. The increase in GP was 
mainly driven by higher Guaranteed Investment Contract (“GIC”) sales in the first three months of 2014. 
The increase in RPS was driven by higher Guaranteed Interest Account (“GIA”) sales in the first three 
months of 2014, partially offset by a decrease in premiums from the Anchor account, a book value 
guaranteed separate account of New York Life. 

Net Investment Income (including amortization of IMR) 

Net investment income for the three months ended March 31, 2014 was $1,216 million, an 
increase of $6 million from the $1,210 million reported for the three months ended March 31, 2013. The 
increase was primarily driven by higher distribution income from limited partnerships.  Net investment 
income on fixed income investments continues to be impacted by declining portfolio yields resulting from 
the low interest rate environment, which offsets the growth in the underlying asset balances from new 
business. 

 
Benefit Payments 

New York Life’s benefit payments include death benefits, annuity benefits, accident and health 
benefits, surrender benefits (including scheduled maturities and withdrawals on GP and RPS) and interest 
on policy claims and deposit funds.  

The following table shows benefit payments by business operation for the three months ended 
March 31, 2014 and 2013 ($ in millions):  

 March 31, Change 

  2014 2013 $  %  
    

Individual Life ............................................................ $         1,253   $       1,259 $            (6)   (0.5)%
Direct Operations ....................................................... 196 178 18          10.1 
GMAD ........................................................................ 81 121 (40)        (33.1) 
LTC ............................................................................ 19 16 3 18.8 
Disability Income ....................................................... (1) 1 (2) nm 

Insurance and Agency Group ...................................... 1,548 1,575 (27) (1.7) 
Retirement Plan Services ............................................ 638 627 11 1.8 
Institutional Annuities ................................................ 619 603 16 2.7 
Retail Annuities1 ......................................................... 31 34 (3) (8.8) 

Investments Group ........................................................ 1,288 1,264              24 1.9 

Total .................................................................... $         2,836   $       2,839   $            (3)  (0.1)%
 

nm = not meaningful 
 

1 Retail Annuities are no longer sold through New York Life. 
 

Benefit payments for the three months ended March 31, 2014 were relatively flat as compared to 
the same period last year. The decrease in GMAD health benefits was mainly a result of New York Life 
exiting the Major Medical health business, effective January 1, 2014. 
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Additions to Reserves  

Additions to reserves of $734 million for the three months ended March 31, 2014 were $122 
million, or 19.9%, higher than the $612 million reported for the three months ended March 31, 2013. The 
following table shows additions to reserves by business operation for the three months ended March 31, 
2014 and 2013 ($ in millions): 

 March 31, Change 

  2014 2013 $  %  
    

Individual Life ............................................................ $            412   $       319 $           93    29.2%
Direct Operations ....................................................... 66 82             (16)          (19.5) 
GMAD ........................................................................ (1) -               (1) nm 
LTC ............................................................................ 60 39 21 53.8 
Disability Income ....................................................... 13 12 1 8.3 

Insurance and Agency Group ...................................... 550 452 98 21.7 
Retirement Plan Services ............................................ 221 129 92 71.3 
Institutional Annuities ................................................ (18) 52             (70) nm 
Retail Annuities1 ......................................................... (19) (21) 2 9.5 

Investments Group ........................................................ 184 160 24 15.0 

Total .................................................................... $            734   $          612   $         122    19.9%

nm = not meaningful 
 

1 Retail Annuities are no longer sold through New York Life. 

 
The increase in the Insurance and Agency Group additions to reserves was primarily driven by 

Individual Life, largely reflecting the aging of the insurance inforce including the receipt of renewal 
premiums. 

The increase in the Investments Group additions to reserves was primarily driven by a higher 
increase in reserves associated with RPS, mainly due to higher GIA sales in the three months ended March 
31, 2014. Partially offsetting the increase was a decrease in GP reserves, mainly due to higher withdrawals 
in the three months ended March 31, 2014 more than offsetting new business during the same period. 

Net Transfers from Separate Accounts 

Net transfers from separate accounts for the three months ended March 31, 2014 were $204 
million, a decrease of $51 million from the $255 million transferred from separate accounts for the three 
months ended March 31, 2013.  The $51 million decrease was due to lower net withdrawals, mainly driven 
by a decline in scheduled maturities. 

Operating Expenses 

New York Life’s operating expenses primarily include general insurance expenses, taxes, licenses, 
fees and commissions. For the three months ended March 31, 2014, total operating expenses of $597 
million reflected a decrease of $55 million, or 8.4%, from the $652 million reported for the three months 
ended March 31, 2013.  The decrease was mainly driven by lower postretirement costs primarily due to 
changes in the discount rates. 
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Dividends to Policyholders 

Based on the dividend scale approved by the Board of Directors in November 2013, which 
primarily factors in investment experience (interest earnings, credit loss experience and equity returns), 
mortality results and expense levels that develop over a period of time, the pre-tax expense recorded for 
dividends to policyholders for the three months ended March 31, 2014 was $362 million, which was $42 
million, or 13.1%, higher than the $320 million reported for the three months ended March 31, 2013.  

Federal Income Taxes 

New York Life’s federal income tax benefit for the three months ended March 31, 2014 was $20 
million, an improvement of $28 million from the $8 million federal income tax expense reported for the 
three months ended March 31, 2013.  The main driver of the change was lower pre-tax net gain from 
operations.  

The following table reconciles the tax expense calculated at the statutory rate to the tax 
expense/(benefit) reflected in New York Life’s results of operations: 

Tax Reconciliation 
 

 

For the three months 
ended 

March 31, 

  2014 2013 Change 
 (in millions) 
Pre-tax gain from operations at 35% .................................... $         39   $         54    $        (15)   

Tax credits1 ............................................................................ (35) (32) (3) 
Tax exempt income ............................................................... (19) (30) 11 
Amorization of IMR .............................................................. (7) (8) 1 
Non-deductible pension and postretirement costs ................. 16 25 (9) 
Other (including prior period adjustments) ........................... (14) (1) (13) 

Total federal income tax expense/(benefit) ............................ $        (20)   $            8    $        (28)   

1 Tax credits result primarily from investments in low income housing and alternative energy. 
 

Net Realized Capital Gains  

New York Life reported net realized capital gains after taxes and transfers to the IMR of $19 
million for the three months ended March 31, 2014, a decline of $65 million from the $84 million of net 
realized capital gains reported for the same period last year.  
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        The following table represents the net realized capital gains for the three months ended March 31, 
2014 and 2013.  

Net Realized Capital Gains/(Losses) 
 

 For the three months ended 
March 31,  

 

 2014 2013 Change 
 (in millions) 
   
Unaffiliated common stock ...........................................  $             56   $           76    $           (20)    
Bonds ............................................................................   37 47 (10) 
Derivatives ....................................................................  22 (32) 54 
Other1 ............................................................................                   (23)              62              (85) 
Total before capital gains tax and other-than-

temporary impairments (“OTTI”) ........................  
92 153 (61) 

OTTI  ............................................................................  (27) (10) (17) 
Capital gains tax expense2  ............................................               (30)             (35)                  5 
Net capital gains after-tax and before transfers to 

the IMR ...................................................................  35 108 (73) 
Capital gains transferred to the IMR3............................               (16)             (24)                 8 
Net capital gains after-tax ..........................................  $             19   $           84    $           (65)    
    
 
1 Primarily realized foreign exchange (losses)/gains on Global Medium Term Note contracts of $(20) million and 

$59 million for the periods ended March 31, 2014 and 2013, respectively. These (losses)/gains were substantially 
offset by realized gains/(losses) on currency swaps included in Derivatives. 

2 OTTI losses are generally not subject to current tax treatment; however, current year tax includes benefits on 
current year OTTI on residential mortgage-backed securities and sales of other securities impaired in prior years. 

3 Capital gains tax expense transferred to the IMR was $9 million and $13 million for the three months ended 
March 31, 2014 and 2013, respectively. 

 
The following table shows the distribution of OTTI and the year-over-year change in OTTI by 

asset type:  

Other-Than-Temporary Impairments 

 For the three months ended 
March 31, 

 

 2014 2013 Change 
 (in millions) 
Limited partnerships and other invested assets ..... $          (23)      $            (5)      $          (18)     
Bonds .................................................................... (4) (5) 1 
Unaffiliated common and preferred stocks ........... - - - 
Other .....................................................................                 -                 -                 - 

Total OTTI .................................................... $          (27)      $          (10)      $          (17)     
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Unaudited Financial Position – At March 31, 2014 Compared to December 31, 2013 

Assets 

New York Life’s total assets at March 31, 2014 were $140,284 million, which was $1,086 million, 
or 0.8%, higher than the $139,198 million reported at December 31, 2013.  The increase primarily 
reflected: 

 $777 million higher cash and invested assets, primarily due to the investment of operating 
cashflow; and 

 $285 million increase in receivable from subsidiaries, primarily due to timing of expenses 
allocated to subsidiaries. 

 
Liabilities 
 

New York Life’s total liabilities, including the asset valuation reserve (“AVR”), at March 31, 
2014 were $121,989 million, which was $645 million, or 0.5%, higher than the $121,344 million reported 
at December 31, 2013. The increase was primarily driven by higher policyholder liabilities (policy 
reserves, deposit funds and policy claims) of $693 million, mainly due to higher reserves driven by the 
aging of the insurance inforce including the receipt of renewal premiums, partially offset by a decrease in 
deposit funds as a result of higher withdrawals for scheduled maturities. 
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Statutory Surplus 

Statutory surplus was $18,295 million at March 31, 2014, an increase of $441 million, or 2.5%, 
from the $17,854 million reported at December 31, 2013.  The main drivers of the change in New York 
Life’s statutory surplus are presented in the following table: 

Surplus and AVR 

 March 31, 2014 
 (in millions) 

Beginning surplus ............................................................................................................. $         17,854 
Net income .................................................................................................................... 150 
Net unrealized capital gains1 ......................................................................................... 334 
Correction of error ........................................................................................................ 48 
Pension and postretirement impacts .............................................................................. 33 
Change in deferred taxes ............................................................................................... 2 
Change in AVR ............................................................................................................. (60) 
Change in nonadmitted assets2 ...................................................................................... (66) 
Other .............................................................................................................................                      - 

Ending surplus ................................................................................................................ 18,295 
AVR ..............................................................................................................................              2,478 

Surplus and AVR3 ...........................................................................................................  $ 20,773 
 
1 Excludes deferred tax benefit on net unrealized gains of $5 million reclassified to “Change in deferred taxes.” 
2 Excludes the increase in nonadmitted deferred taxes of $21 million reclassified to “Change in deferred taxes” and 

excludes the change in nonadmitted items related to pension plans of less than $1 million, which are included in 
“Pension and postretirement impacts.” 

3 Consolidated statutory surplus and AVR, which includes the AVR of New York Life’s wholly owned U.S.    
insurance subsidiaries (New York Life Insurance and Annuity Corporation (“NYLIAC”) and NYLIFE Insurance 
Company of Arizona (“NYLAZ”)), totaled $21,665 million at March 31, 2014. 

 

New York Life’s net income accounted for $150 million of the change in surplus during the first 
three months of 2014. See “—Unaudited Results of Operations—Three Months Ended March 31, 2014 
Compared to the Three Months Ended March 31, 2013—Net Income.”  Other items impacting New York 
Life’s 2014 surplus position included the following:  

Net Unrealized Capital Gains  

 Net unrealized capital gains resulted in an increase in surplus of $334 million at March 31, 2014.  
The increase was primarily due to $340 million of unrealized gains on affiliated entities primarily 
attributable to: 
 

 NYLIAC – $230 million increase resulting from positive operating results primarily driven by 
investment and mortality spread income; and 

 NYL Investments – a net $74 million increase resulting from positive operating results primarily 
driven by higher assets under management due to strong market performance and net flows. 
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Correction of Error 
 
During the fourth quarter of 2013, New York Life reached an agreement with the Internal Revenue 

Service on the treatment of a capital loss deduction taken in prior years. The 2013 statutory financial 
statements should have reflected the benefit of this settlement. To correct this error, New York Life has 
reduced current income taxes payable by $48 million and has recorded a prior period correction that 
increased statutory surplus by the same amount in first quarter of 2014. 

 
Pension and Postretirement Impacts 
 

Pension and postretirement related impacts of $33 million are due to the reclassification of 
previously recorded liabilities to net gain. Statutory accounting requires that certain asset and liability 
changes be charged against surplus immediately, before the expense is incurred. When the expense is 
charged through net gain, there is an offsetting benefit to negate the earnings deduction to surplus. 

 
Change in Deferred Taxes 

The net positive impact on surplus of the change in deferred taxes was $2 million at March 31, 
2014.  The following table details the components of the change in deferred taxes: 

Change in Deferred Taxes 

 March 31, 
2014 

 (in millions) 
Deferred tax benefit on operating results ......................................................  $ 18 
Deferred tax benefit on change in net unrealized capital losses ...................                    5 

Subtotal ............................................................................................................. 23 
Increase in deferred taxes nonadmitted ........................................................                 (21) 

Total change in deferred taxes .......................................................................  $ 2 
  

Change in AVR 

The AVR is an investment reserve established to provide for default risk on fixed income assets 
and market value fluctuation on equity-type investments.  At March 31, 2014, the AVR increased $60 
million and consisted of a $50 million contribution to the equity component (primarily common stock and 
invested assets), mainly driven by higher common stocks, and a $10 million increase to the default 
component (primarily bonds and mortgage loans) as required under the National Association of Insurance 
Commissioners (“NAIC”) AVR formula. 

Change in Nonadmitted Assets 

Certain assets are not allowed as admitted assets under statutory accounting practices.  Generally 
these are assets with economic value, but which cannot be readily used to pay policyholder obligations.  A 
net increase in nonadmitted assets during 2014 resulted in a decrease to surplus of $66 million during the 
three months ended March 31, 2014, primarily due to higher prepaid expenses. 
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Liquidity Sources and Requirements 

  Liquidity Sources 
 

New York Life’s principal cash inflows from its insurance activities are derived from life 
insurance premiums, annuity considerations, GICs and deposit funds. New York Life’s principal cash 
inflows from investments result from proceeds on sales, repayments of principal, maturities of invested 
assets and investment income. The following table sets forth the total available liquidity of New York Life 
from liquid assets and other funding sources at the end of the specified periods. 

 
New York Life’s Available Liquidity at Market Value 

 
 March 31, 

2014 
December 31, 

 2013 2012 
 (in millions) 
Cash and Short-Term Investments:   
Cash and Cash Equivalents .................................................. $            846 $        1,124 $    1,577 
Short-Term Investments1 ..................................................... 1,324  1,770         1,284 

Less: Securities Lending, Outstanding Commercial 
Paper and Other Short-Term Liabilities ........................ (1,888)  (1,628)      (1,652) 

Net Cash and Short-Term Investments ........................... 282         1,266         1,209  
Bonds:    
U.S. Government and Agency Bonds .................................. 8,627    8,325     9,009 

Public Corporate Investment-Grade Bonds & 
Collateralized Mortgage Obligations (“CMOs”)2 34,397       33,089     35,156 

Liquid Bonds ...................................................................... 43,024       41,414     44,165 
Equities:     
Public Equities Portfolio ...................................................... 1,904         2,157       1,941 

Total Liquid Assets ............................................................ 45,210       44,837     47,315 
Other Funding Sources:    
Bank Facility/Commercial Paper capacity ........................... 2,000         2,000  2,000 
Federal Home Loan Bank available capacity3 .....................            5,082            4,723         4,875 
Total Other Funding Sources ........................................... 7,082         6,723       6,875 

Total Available Liquidity .................................................. $      52,292 $      51,560 $   54,190 
________________________ 
1 Includes New York Life Short Term Fund (“NYL STIF”) of $1,093 million, $1,515 million and $1,182 million 

at March 31, 2014, December 31, 2013 and 2012, respectively, which is included in Limited Partnerships and 
Other Investments within Assets. 

2 Includes all Public Corporate Investment-Grade Bonds and CMO’s regardless if they are carried above or below 
market value. 

3 Available capacity represents 5% of New York Life’s total admitted assets, less secured borrowing. At March 
31, 2014, New York Life’s borrowing capacity with the Federal Home Loan Bank was $6,182 million of which 
$1,101 million had been used. 

 
New York Life’s U.S. insurance subsidiaries (NYLIAC and NYLAZ) are subject to certain 

insurance department regulatory restrictions as to the payment of dividends to New York Life.  In general, 
a dividend may be paid without prior approval from the domiciliary state insurance department provided 
that the subsidiary’s statutory earned surplus is positive.  In addition, dividends paid in any twelve month 
period cannot exceed the greater of (i) 10% of the subsidiary’s surplus, or (ii) the subsidiary’s net gain 
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from operations, each based on the preceding December 31st statutory financial statements, without 
regulatory approval.  These restrictions pose no short-term or long-term liquidity concerns for New York 
Life, as it does not rely on subsidiary dividends as a primary source of liquidity. 

 
Liquidity Uses 

 
New York Life’s principal cash outflows primarily relate to the payment of liabilities associated 

with its various life insurance, annuity and group pension products, GICs and funding agreements, 
operating expenses and income taxes. Liabilities arising from New York Life’s insurance activities 
primarily relate to benefit payments, policy surrenders, withdrawals from GICs and funding agreements, 
and loans and dividends to policyholders. See “—Investment Risk Management” for a discussion of 
liquidity risk. 

 
A primary liquidity concern with respect to life insurance and annuity products is the risk of early 

policyholder and contractholder withdrawals. New York Life includes provisions in certain of its contracts 
that are designed to limit withdrawals from general account institutional pension products (group annuities, 
GICs and certain deposit fund liabilities) sold to employee benefit plan sponsors. Such provisions include 
surrender charges, market value adjustments and prohibitions or restrictions on withdrawals. New York 
Life closely monitors its liquidity requirements in order to match cash inflows with expected cash 
outflows, and employs an asset/liability management approach tailored to the specific requirements of each 
product line based upon the return objectives, risk tolerance, liquidity, tax and regulatory requirements of 
the underlying products. It also regularly conducts liquidity stress tests and monitors early warning 
indicators of potential liquidity issues. 

 
New York Life participates in a securities lending program for its general account whereby fixed 

income securities are loaned to third parties, primarily major brokerage firms and commercial banks. The 
borrowers of its securities provide New York Life with collateral, typically in cash.  New York Life 
separately manages this collateral and invests such cash collateral in other securities, primarily U.S. 
Treasuries, U.S. government agency securities, mortgage-backed securities and highly rated corporate 
fixed income securities with short maturities. Securities on loan under the program could be returned to 
New York Life by the borrowers, or New York Life could call such securities at any time. Returns of 
loaned securities would require New York Life to return the cash collateral associated with such loaned 
securities.  New York Life was liable for cash collateral under its control of $502 million at March 31, 
2014. New York Life was liable for cash collateral under its control of $437 million and $512 million at 
December 31, 2013 and 2012, respectively.  

 
New York Life is committed to maintaining adequate capitalization for its insurance and non-

insurance subsidiaries to fund growth opportunities and support new products, and, with respect to its 
U.S. insurance subsidiaries, to maintain targeted Risk Based Capital (“RBC”) levels. In addition, New 
York Life may make loans to its affiliates, to provide additional funds to meet the business needs of these 
entities. New York Life made capital contributions of $257 million to its non-insurance subsidiaries during 
the three months ended March 31, 2014.  New York Life did not receive a return of capital during the three 
months ended March 31, 2014. New York Life made capital contributions of $26 million to its non-
insurance subsidiaries during each of the years ended December 31, 2013 and 2012, respectively. New 
York Life received a return of capital of $140 million from NYLE during the year ended December 31, 
2013. 
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CERTAIN FINANCIAL AND ACCOUNTING MATTERS 
 
Accounting Policies and Principles 
 

Statutory Accounting Practices 
 

The financial statements of New York Life have been prepared on the basis of NAIC Statutory 
Accounting Principles (“NAIC SAP”) prescribed or permitted by the New York State Department of 
Financial Services (“NYSDFS”).  NAIC SAP differs from accounting practices generally accepted in the 
United States (“U.S. GAAP”) in that NAIC SAP is primarily designed to reflect the ability of the insurer 
to satisfy its obligations to policyholders, contractholders and beneficiaries, whereas under U.S. GAAP, 
revenues and expenses are recorded in financial reporting periods to match revenues and expenses and 
reflect the ongoing financial results of the insurer.  For example, under NAIC SAP, commissions and other 
costs incurred in connection with acquiring new business are charged to operations in the year incurred; 
whereas under U.S. GAAP, expenses are accrued on a basis to match them against appropriate revenues. 

 
Under NAIC SAP, New York Life’s financial statements are not consolidated and investments in 

subsidiaries are generally shown at net equity value.  Accordingly, the assets, liabilities and results of 
operations of New York Life’s subsidiaries are not consolidated with the assets, liabilities and results of 
operations, respectively, of New York Life.  However, New York Life’s financial statements do reflect, in 
New York Life’s assets, the net equity value of New York Life’s subsidiaries and, in New York Life’s 
surplus, the current year change in net equity value, less dividends paid and contributions from New York 
Life, of subsidiaries as an unrealized gain or loss on investments.  Dividends paid by subsidiaries to New 
York Life are included in New York Life’s net investment income. 

 
Discussion of Certain Differences between NAIC SAP and U.S. GAAP 
 

The financial information of New York Life is presented in accordance with NAIC SAP.  
Statutory accounting is used by state insurance regulators to monitor the operations of insurance 
companies.  Financial statements prepared under NAIC SAP as determined under New York State 
Insurance Law vary from those prepared under U.S. GAAP in certain material respects, primarily as 
follows: 

 
 non-public majority owned subsidiaries are generally carried at net equity value with earnings of 

such subsidiaries recognized in net investment income only when dividends are declared, whereas 
under U.S. GAAP, subsidiary earnings would be consolidated with net income and recognized 
when earned, and dividends from such subsidiaries would be eliminated in consolidation;  
 

 the costs related to acquiring business, principally commissions, certain policy issue expenses and 
sales inducements, are charged to income in the year incurred, whereas under U.S. GAAP, these 
costs would be deferred for successful sales and amortized over the periods benefited;  
 

 life insurance reserves are based on different assumptions than they are under U.S. GAAP and 
dividends on participating policies are recognized for the full year when approved by the board of 
directors of New York Life (the “Board of Directors”), whereas under U.S. GAAP, they would 
be accrued when earned by policyholders;  
 

 life insurance companies are required to establish asset valuation reserves by a direct charge to 
surplus to offset potential investment losses, whereas under U.S. GAAP, no AVR would be 
recognized;   
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 investments in bonds are generally carried at amortized cost or values as prescribed by the 
NYSDFS, whereas under U.S. GAAP, investments in bonds that are classified as available for sale 
or trading would be carried at fair value, with changes in fair value of bonds classified as available 
for sale charged or credited to equity, and changes in fair value of bonds classified as trading 
reflected in earnings; 
 

 realized gains and losses resulting from changes in interest rates on fixed income investments are 
deferred in the IMR and amortized into investment income over the remaining life of the 
investment sold, whereas under U.S. GAAP, the gains and losses would be recognized in income 
at the time of sale;  
 

 deferred income taxes exclude state income taxes and are admitted to the extent they can be 
realized within three years subject to a 15% limitation of capital and surplus with changes in the 
net deferred tax reflected as a component of surplus, whereas under U.S. GAAP, deferred income 
taxes include federal and state income taxes, and changes in the deferred tax are reflected in either 
earnings or other comprehensive income; 
 

 New York Life is required to establish a tax loss contingency if it is more likely than not that a tax 
position will not be sustained upon examination by taxing authorities. If a loss contingency is 
greater than 50 percent of the tax benefit associated with a tax position, the loss contingency is 
increased to 100 percent, whereas under U.S. GAAP the amount of the benefit for any uncertain 
tax position would be the largest amount that is greater than 50 percent likely of being realized 
upon settlement; 
 

 certain reinsurance transactions are accounted for using deposit accounting and assets and 
liabilities are reported net of reinsurance, whereas under U.S. GAAP, these transactions qualify for 
reinsurance accounting, and assets and liabilities would be reported gross of reinsurance;  
 

 certain assets, such as intangible assets, furniture and equipment, deferred taxes that are not 
realizable within three years and unsecured receivables are considered nonadmitted and excluded 
from assets, whereas they would be included under U.S. GAAP subject to a valuation allowance, 
as appropriate; 
 

 contracts that have any mortality and morbidity risk, regardless of significance, and contracts with 
life contingent annuity purchase rate guarantees are classified as insurance contracts, whereas 
under U.S. GAAP, contracts that do not subject New York Life to significant risks arising from 
policyholder mortality or morbidity would be accounted for in a manner consistent with the 
accounting for interest bearing or other financial instruments; 
 

 goodwill held in an insurance company is admitted subject to a 10% limitation on surplus and 
amortized over the useful life of the goodwill, not to exceed 10 years, and goodwill held by non-
insurance subsidiaries is assessed in accordance with U.S. GAAP, subject to certain limitations for 
holding companies and foreign insurance subsidiaries, whereas under U.S. GAAP, goodwill, 
which is considered to have an indefinite useful life, is tested for impairment and losses are 
recorded, only when goodwill is deemed impaired; 
 

 fair value is required to be used in the determination of the expected return on the plan assets 
component of the net periodic benefit cost of pension and other postretirement obligations, 
whereas under U.S. GAAP, the market-related value of plan assets is used. The market-related 
value of plan assets recognizes changes in the fair value of plan assets over a five year period; 
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 the adoption of new NAIC SAP guidance for pension and other postretirement benefit plans 
effective January 1, 2013, has resulted in two temporary differences: (i) while the recognition of 
funded status is the same as U.S. GAAP as of January 1, 2013, the transition from the accrued 
liability for other postretirement benefits will be phased-in over a period not to exceed 10 years, 
and (ii) the additional liability recognized as of January 1, 2013, related to non-vested participants, 
will be amortized into net periodic benefit cost over the remaining future service to vesting date; 
 

 surplus notes are included as a component of surplus, whereas under U.S. GAAP, they would be 
presented as a liability; 
 

 U.S. GAAP requires that for certain reinsurance arrangements, whereby assets are retained by the 
ceding insurer (such as funds withheld or modified coinsurance) and a return is paid based on the 
performance of underlying investments, then the liabilities for these reinsurance arrangements 
must be adjusted to reflect the fair value of the invested assets;  NAIC SAP does not contain a 
similar requirement; 
 

 all other-than-temporarily impaired corporate securities are written down to fair value, whereas 
under U.S. GAAP, if certain conditions are met, credit impairments on corporate securities are 
recorded based on the net present value of future cash flows expected to be collected, discounted at 
the current book yield. Also, if certain conditions are met, the non-credit portion of OTTI on a 
loan-backed or structured security is not recognized under NAIC SAP; whereas under U.S. GAAP, 
if certain conditions are met, the non-credit portion of OTTI on a debt security is recorded through 
other comprehensive income.  A non-credit loss exists when the fair value of a security is less than 
the present value of projected future cash flows expected to be collected; 
 

 undistributed income and capital gains and losses for limited partnerships and limited liability 
companies are reported in surplus as unrealized gains or losses, whereas under U.S. GAAP, in 
many cases, i.e. under specialized accounting treatment for investment companies, unrealized 
gains and losses would be included in net income; 

 
 contracts that contain an embedded derivative are not bifurcated between components and are 

accounted for consistent with the host contract, whereas under U.S. GAAP either the contract is 
recorded at fair value with changes in the fair value included in earnings or the embedded 
derivative would need to be bifurcated from the host contract and accounted for separately; 
 

 certain derivative instruments are carried at amortized cost, whereas under U.S. GAAP, all 
derivative instruments would be carried at fair value; and 
 

 changes in the fair value of derivative financial instruments not carried at amortized cost are 
recorded as unrealized capital gains or losses and reported as changes in surplus, whereas under 
U.S. GAAP, these changes would generally be reported through earnings unless they qualify and 
are designated for cash flow or net investment hedge accounting. 

   
 

The effects on the financial statements of the variances between NAIC SAP and U.S. GAAP are 
material to New York Life. 
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Adjustments for Impaired Investments 

The cost basis of bonds and equity securities are adjusted for impairments in value deemed to be 
other-than-temporary, with the associated realized loss reported in net income.  The cost basis of limited 
partnerships is adjusted for impairments in value deemed to be other than temporary, with the difference 
between cost and carrying value (which approximates fair value) recognized as a realized loss reported in 
net income.  The new cost basis of an impaired limited partnership is not adjusted for subsequent increases 
in the underlying audited equity of the investee. 
 

Statutory Investment Reserves 

NAIC SAP requires a life insurance company to maintain both an AVR and an IMR to absorb both 
realized and unrealized gains and losses on a portion of New York Life’s investments. The AVR is an 
investment reserve established to provide for default risk on fixed income assets and market value 
fluctuation on equity-type investments. The amount of the AVR is determined by formula, which considers 
the type of investment, the credit rating (where applicable) and current year changes in realized and 
unrealized capital gains and losses (other than those resulting from changes in interest rates). Under NAIC 
SAP, this reserve is included in total adjusted capital (“TAC”) for RBC purposes.  Changes in the AVR 
are accounted for as direct increases or decreases in surplus. 

 
The IMR applies to all types of fixed maturity securities, including bonds, preferred stocks, 

mortgage-backed securities, asset-backed securities and mortgage loans. The IMR is designed to capture 
the after-tax capital gains or losses which are realized upon the sale of such investments and which result 
from changes in the overall level of interest rates. The captured after-tax net realized gains or losses are 
then amortized into income over the remaining period to the stated maturity of the investment sold. The 
IMR is not treated under NAIC SAP as part of total adjusted capital for RBC purposes. New York Life’s 
IMR was $444 million at March 31, 2014.   

 
Dividends 
 

New York Life annually determines the amount of dividends payable to eligible policyholders. 
These dividends have the effect of reducing the cost of insurance to policyholders and should be 
distinguished from the dividends paid on shares of capital stock by other types of business corporations or 
by stock life insurance companies. Policies on which such dividends may be payable are referred to as 
participating policies; policies on which such dividends are not payable are referred to as non-participating 
policies.  
 

Annually, the Board of Directors approves the divisible surplus of New York Life, which is paid 
out to eligible policyholders in accordance with an actuarially determined dividend scale. New York Life 
has discretion, subject to statutory requirements as to the source of dividends, to vary the amount of 
dividends payable to policyholders, even many years after the issuance of a particular policy. In 
determining the policyholder dividends payable in any year, the Board of Directors considers, among other 
things, the amounts necessary to meet New York Life’s future policy obligations, maintain reserves and 
operate the business. To the extent authorized by New York Life’s Board of Directors, New York Life has 
the right to continue to declare policyholder dividends and to make dividend payments on its participating 
policies. These dividends are paid out of surplus. 
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Policy Reserves 
 

Life insurance companies price their insurance products based upon assumptions regarding certain 
future events, including investment income, expenses incurred and use of mortality and morbidity tables. 
NAIC SAP prescribes methods for providing for future benefits to be paid on a conservative basis, 
primarily by charging current operations with amounts necessary to establish appropriate reserves for 
anticipated future claims. Thus, under applicable state law, New York Life must maintain reserves in 
amounts which are actuarially calculated to be sufficient to meet its various policy and contract obligations 
as they become due. Such reserves appear as liabilities on New York Life’s financial statements. 

 
New York Life is required under the New York Insurance Law to conduct annually an analysis of 

the sufficiency of all life insurance and annuity statutory reserves.   
 

Reinsurance 
 

New York Life uses a variety of reinsurance agreements with insurers to control its loss exposure. 
Generally, these agreements are structured either on an automatic basis, where all risks meeting prescribed 
criteria are automatically covered, or on a facultative basis, where the reinsurer must accept the specific 
reinsurance risk before the reinsurer becomes liable on that risk. The amount of each risk retained by New 
York Life on a facultative basis depends on its evaluation of the specific risk, its maximum retention limits 
and the amount of reinsurance available. 

 
Under the terms of the reinsurance agreements, the reinsurers will be liable to reimburse New 

York Life for the ceded amount in the event a claim on a reinsured policy is paid. New York Life remains 
primarily liable for all claims payable on reinsured policies, even if the reinsurer fails to meet its 
obligations under the reinsurance agreement. New York Life routinely collects amounts due from its 
reinsurers on a timely basis.  
 
Separate Accounts 

 
Under state insurance laws, insurers are permitted to establish separate investment accounts in 

which assets backing certain policies, including certain group annuity contracts, are held. The investments 
in each separate account (which may be pooled or customer specific) are maintained separately from those 
in other separate accounts and the general account. Generally, the investment results of the separate 
account assets pass through to separate account policyholders and contractholders, so that an insurer 
derives management and other fees from, but bears no investment risk on these assets. In separate accounts 
for products with minimum interest rate or benchmark guarantees, the risk that the investment results of 
the separate account assets will not meet the minimum rate guaranteed on these products is borne by the 
insurer. Under the terms of the contracts of certain guaranteed separate accounts, New York Life will share 
in the excess investment performance of the separate account over an established benchmark. 
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STATUTORY CAPITALIZATION OF NEW YORK LIFE 
 

New York Life is a mutual insurance company incorporated under the laws of the State of New 
York, United States.  New York Life was incorporated on May 21, 1841 under the name Nautilus 
Insurance Company, was licensed to transact business in the State of New York on April 17, 1845 and 
changed its name to New York Life Insurance Company on April 5, 1849.  The U.S. federal employer 
identification number of New York Life is 13-5582869.  The registered office of New York Life is 51 
Madison Avenue New York, New York 10010.  The telephone number of New York Life is +1 (800) 692-
3086. 

 
As a mutual company, New York Life has no capital stock and no shareholders.  New York Life’s 

participating policyholders generally have certain rights to receive policy dividends, and they and certain 
other policyholders may have rights to receive distributions in a proceeding for its rehabilitation, 
liquidation or dissolution.  Policyholders also have certain rights to vote in the election of directors as 
provided by New York State law. 

 
New York Life’s balance sheet includes its surplus and an AVR.  The amount by which the 

admitted assets of New York Life exceed its liabilities is referred to as surplus.  The AVR stabilizes 
surplus from fluctuations in the value of the investment portfolio (other than fluctuations in the value of 
certain fixed income investments due to interest rate changes) of New York Life.   

 
The following table sets forth debt and the capitalization of New York Life at March 31, 2014.  

The AVR is included in the following table even though such reserve is shown as a liability on New York 
Life’s balance sheet.  This treatment is consistent with the general view of the insurance industry.  In 
addition, such reserve is included as part of TAC for RBC purposes. 

 
 March 31, 2014 
 (in millions) 

Debt  
Short-Term Debt (less than 1 year) .......................................................................... $                    957   
Medium-Term Debt (1 – 10 years) .......................................................................... 3 
Long-Term Debt (greater than 10 years) .................................................................                            - 
Total Debt ...............................................................................................................  $ 960 
  
AVR .........................................................................................................................  $ 2,478 
Surplus:  

Surplus notes ........................................................................................................ 1,992 
Unassigned funds .................................................................................................                 16,303 

Surplus and AVR ...................................................................................................  $ 20,773 
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SELECTED HISTORICAL STATUTORY FINANCIAL INFORMATION OF NEW YORK LIFE 
 

The table presented below sets forth selected financial information for New York Life.  
Prospective investors should read it in conjunction with “Certain Financial and Accounting Matters”, 
“Summary of Certain First Quarter Financial Information” and New York Life’s financial statements.  The 
selected financial information for New York Life at and for each of the years ended December 31, 2013, 
2012, and 2011 has been derived from the annual audited statutory financial statements.  The selected 
financial information for New York Life at and for the three months ended March 31, 2014 and 2013 has 
been derived from the quarterly unaudited statutory financial statements.  

 
The preparation of financial statements requires management to make estimates and assumptions 

that affect the reported amounts of assets and liabilities at the date of the financial statements.  Actual 
results may differ from estimates.  Historical results are not necessarily indicative of results for any future 
period. 
 

 

 

At or for the  
three months ended  

March 31, 

At or for the 
year ended 

December 31, 

 2014 2013 2013 2012 2011 
 (Unaudited) (Audited) 

 (in millions) 
Statement of Operations Data:      

      
Total income .......................................... $        4,436 $       4,322 $      18,993 $      19,514 $    19,511 
Dividends to policyholders1 .................. 362 320           1,507         1,403  1,279 
Net gain from operations ....................... 131 146              473            813  509 
Net income ............................................ 150 230              520            690   263 

Balance Sheet Data:       
      

Total assets ............................................ $    140,284    $    135,937    $    139,198 $   134,727 $  130,686 
Total liabilities....................................... $    121,989   $    119,051    $    121,344 $    118,158 $  115,557 

Surplus:        
Surplus notes ...................................... $        1,992 $       1,991 $        1,992 $        1,991 $  1,991 
Special surplus funds .......................... - -   -  -  701 
Unassigned funds ...............................         16,303            14,895            15,862        14,578       12,437 
Surplus ................................................         18,295            16,886            17,854        16,569       15,129 
Asset Valuation Reserve2 ...................           2,478              2,279              2,418           2,279         2,070 

Surplus and Asset Valuation Reserve .... $      20,773    $      19,165    $      20,272 $      18,848 $    17,199 

Other Data:        

Equity investment in subsidiaries3 ......... $        9,420    $       8,922 $       8,824 $         8,659   $      7,720 
_______________ 
 

1 Dividends to policyholders are discretionary and subject to the approval of New York Life’s Board of Directors. 
2 These amounts are included in Total liabilities but are treated as part of adjusted capital in the calculation of 

RBC. 
3 Included in Total assets above. 
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