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USD 12,000,000,000 

GLOBAL DEBT ISSUANCE PROGRAM 
 
This base prospectus supplement dated August 29, 2012 (this “Supplement”) is in addition to and must be 

read in conjunction with the base prospectus dated June 12, 2012 (collectively, the “Base Prospectus”) prepared by 
MassMutual Global Funding II (the “Issuer”) under the Issuer’s Global Debt Issuance Program (the “Program”).  
Capitalized terms used herein and not otherwise defined shall have the meanings of such terms set forth in the Base 
Prospectus.  

 
This Supplement comprises a supplement in accordance with Article 16 of the Prospectus Directive 

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

 
On August 10, 2012, Massachusetts Mutual Life Insurance Company (“MassMutual”) published its 

unconsolidated quarterly unaudited condensed statutory statements (including any notes thereto, the “Second 
Quarter 2012 Condensed Statutory Financial Statements”), the consolidated text of which is set out in Annex 1 
to this document. 

 
Except as disclosed in this Supplement, there has been no other significant new factor, material mistake or 

inaccuracy relating to the information included in the Base Prospectus since the publication of the Base Prospectus.  
 
Where there is any inconsistency between this Supplement and the Base Prospectus, the language used in 

this Supplement shall prevail. 
 
The Issuer accepts responsibility for the information contained in this Supplement.  To the best of the 

knowledge and belief of the Issuer (which has taken all reasonable care to ensure that such is the case), the 
information contained in this Supplement is in accordance with the facts and does not omit anything likely to affect 
the import of such information.  

 
 
                                Base Prospectus Supplement dated August 29, 2012 

 



Interim Update for the Six Months Ended June 30, 2012 

The unaudited statement of income (loss) data and statement of financial position data of MassMutual for 
the six months ended June 30, 2012 and June 30, 2011, and as of June 30, 2012, respectively, presented below 
should be read in conjunction with, and is qualified in its entirety by reference to, the Audited Statutory Financial 
Statements, Notes to Statutory Financial Statements, “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations - Analysis of Results of Operations – For the Years Ended December 31, 2011, 
2010 and 2009” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations - 
Statement of Financial Position at December 31, 2011 Compared to December 31, 2010,” in each case, included in 
the Base Prospectus, and the Second Quarter 2012 Condensed Statutory Financial Statements of MassMutual as of 
and for the six months ended June 30, 2012, which are attached hereto as Annex 1. 

Analysis of Results of Operations – For the Six Months Ended June 30, 2012 Compared to the Six Months 
Ended June 30, 2011 

 
The following table sets forth the components of MassMutual’s statutory net income for the periods 

presented: 
 

 Six Months Ended June 30, 
  2012  2011   % Change 
 (unaudited)  (unaudited)   
 (In Millions)   
Revenue:      
Premium income ......................................................................  $ 9,923   $ 6,356  56% 
Net investment income.............................................................   2,378    2,264  5 
Reserve adjustments on reinsurance ceded ..............................  34    29  17 
Fees and other income..............................................................  258    258  - 

Total revenue ......................................................................   12,593    8,907  41 
      

Benefits and expenses:      
Policyholders’ benefits.............................................................   5,270    4,978  6 
Change in policyholders’ reserves ...........................................   5,424    2,027  168 
General insurance expenses .....................................................   673    613  10 
Commissions............................................................................   286    262  9 
State taxes, licenses and fees....................................................   86    77  12 

Total benefits and expenses ................................................   11,739    7,957  48 
Net gain from operations before dividends and federal 

income taxes .........................................................................   854    950  (10) 
Dividends to policyholders ......................................................   626    581  8 
Net gain from operations before federal income taxes.............   228    369  (38) 
Federal income tax benefit .......................................................   (164)    (56)  (193) 
Net gain from operations .........................................................   392    425  (8) 
Net realized capital losses, after tax and transfers to interest 

maintenance reserve .............................................................   (100)    (237)  58 
      
Net income ............................................................................  $ 292   $ 188  55% 

 
The $104 million increase in net income in 2012 is due to a decrease in net realized capital losses of $137 

million, partially offset by a decrease in net gain from operations of $33 million. The major components of the 
decrease in net gain from operations include increases in the change in policyholders’ reserves of $3.4 billion, 
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policyholders’ benefits of $292 million, general insurance expenses of $60 million and policyholders’ dividends of 
$45 million, partially offset by increases in premium income of $3.6 billion and net investment income of $114 
million, as well as an increase in federal income tax benefits of $108 million.   

 
Selected premium income information is presented below: 
 

 Six Months Ended June 30, 
 2012 2011  % Change 
 (unaudited) (unaudited)   
 (In Millions)   

Premium income:      
Whole life ...........................................................  $ 1,609  $ 1,505 7% 
Universal, variable and group life.......................   634    314 102 
Annuities and supplemental contracts ................   857    847 1 
Disability income................................................   226   223 1 
Defined benefit and contribution ........................   6,318    3,398 86 
Terminal funding…………….............................   195            - NM 
Other ...................................................................   84    69 22 

Total ...............................................................  $ 9,923   $ 6,356 56% 
     

NM = not meaningful or in excess of 900%. 
 
Premium income increased $3.6 billion, or 56%, in 2012 primarily due to increases in premium from 

defined benefit and contribution contracts of $2.9 billion, universal, variable and group life of $320 million, terminal 
funding of $195 million and whole life insurance of $104 million.  The increase in premium for defined benefit and 
contribution contracts was mainly from higher sales for stable value options, mainly for investment only products. 
The increase in universal, variable and group life premium was driven by higher bank-owned life insurance 
(“BOLI”) and universal life sales.  Terminal funding premium increased primarily due to the sale of a single large 
case. Whole life premium increased primarily due to higher sales and renewals, as well as increased paid-up 
additions due in part to the higher policyholders’ dividend schedule in 2012.   

 
Net investment income increased $114 million, or 5%, to $2.4 billion in 2012 from $2.3 billion in 2011.  

The change in net investment income was primarily due to an increase of $200 million from higher assets, partially 
offset by an $86 million decrease due to lower yields.  MassMutual’s overall net annualized portfolio yield was 
5.6% and 5.8% for the six months ended June 30, 2012 and 2011, respectively. 

 
Policyholders’ benefits, which include supplementary contract payments, matured endowments, death, 

annuity, disability and surrender benefits, and interest and adjustments on contract or deposit-type contract funds, 
increased $292 million in 2012.  The increase was primarily driven by higher redemptions of defined benefit and 
contribution contracts and higher death claims, partially offset by lower surrenders of whole life, BOLI and annuity 
products.  The increased redemptions of defined benefit and contribution contracts were due to higher asset levels 
from business growth and slightly less favorable retention rates.  

 
Change in policyholders’ reserves, including transfers to and from separate accounts, increased $3.4 billion 

in 2012.  The increase was primarily due to the growth in premium of $3.6 billion, partially offset by higher 
policyholders’ benefits of $292 million and lower reserves for variable annuity product guarantees of $18 million.  

 
General insurance expenses increased $60 million, or 10%, in 2012 primarily due to investments in 

technology and operational initiatives, higher sales allowances due to product growth, higher benefits costs and 
increased incentive compensation.       
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Federal income tax benefit increased $108 million to $164 million in 2012 from a $56 million benefit in 
2011.  The increase in tax benefit is mainly due to a $77 million benefit from a favorable court decision related to 
the timing of the deduction for certain policyholders’ dividends, as well as lower statutory pretax income and 
increased utilization of tax credits,  partially offset by lower incremental reserve releases for uncertain tax positions.     

 
Net realized capital gains (losses), including other than temporary impairments (“OTTI”), were comprised 

of the following: 
 

                                                                           Six Months Ended June 30, 
 2012  2011 
 (unaudited)  (unaudited) 
 (In Millions) 
Net realized capital gains (losses):    
Bonds.....................................................................................  $ 27   $ 115 
Preferred stocks .....................................................................                   6              - 
Common stocks - subsidiaries and affiliates .........................   42              12 
Common stocks - unaffiliated................................................   3    22 
Mortgage loans ......................................................................   14    (63) 
Real estate..............................................................................   12    (1) 
Partnerships and LLCs ..........................................................   (27)    (21) 
Derivatives and other.............................................................   96    (104) 
Federal and state tax (expense) benefit..................................   (59)    (32) 

Net realized capital gains (losses) before deferral to 
the IMR....................................................................   114    (72) 

    
Net (gains) losses deferred to the IMR..................................   (298)    (239) 
Less taxes on net deferred (gains) losses...............................   84    74 

Net after tax (gains) losses deferred to the IMR .............   (214)    (165) 
    
 Total net realized capital losses ...................................  $ (100)   $ (237) 
    

 

Net realized capital losses decreased $137 million for the six months ended June 30, 2012, primarily due to 
an increase in gains on derivatives of $200 million due to an increase in net gains on options and currency forwards 
and a decrease in losses on mortgage loans of $77 million, partially offset by a decrease in gains on bonds of $88 
million, as well as an increase in gains deferred to the interest maintenance reserve (“IMR”) of $59 million.  

 
Through June 30, 2012, MassMutual recognized $130 million of OTTI losses compared to $168 million 

through June 30, 2011.  OTTI losses decreased $55 million from mortgage loans, $7 million from bonds and $3 
million from common stocks, partially offset by a $27 million increase in OTTI from partnerships and LLCs.  The 
decrease in the mortgage loan OTTI is related to stronger commercial mortgage loan markets. The book values of 
investments are written down when a decline in value is considered to be other than temporary. The method to 
evaluate declines in value uses quantitative and qualitative processes in order for available evidence concerning the 
declines to be evaluated in a disciplined manner.   

 
Structured and loan-backed securities are evaluated for OTTI on a periodic basis using scenarios 

customized by collateral type.  Cash flow estimates are based on various assumptions and inputs obtained from 
external industry sources along with internal analysis and actual experience.  Assumptions are based on the specifics 
of each security including collateral type, loan type, vintage and position in the structure and include such factors as 
prepayment speeds, default rates and loss severity, weighted average maturity and changes in the collateral values. 
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If MassMutual has the intent to sell or the inability or lack of intent to retain the investment in a loan-
backed or structured security 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.  Otherwise, 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, 
discounted at the loan-backed or structured security’s effective interest rate.  

 
Residential mortgage-backed exposure 
 

Residential mortgage-backed securities (“RMBS”) are included in the U.S. government, special revenue 
and industrial and miscellaneous bond categories.  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.  In identifying 
Alt-A and subprime exposure, management used a combination of qualitative and quantitative factors, including 
FICO scores and loan-to-value ratios. 

 
For the past several years, market conditions for Alt-A and subprime investments have been unusually 

weak due to higher delinquencies, reduced home prices and reduced refinancing opportunities.  This market 
turbulence has spread to other credit markets.  It is unclear how long it will take for a return to conditions in effect 
prior to that time. 

 
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.  Housing prices moved sideways for several years but 
recently have shown signs of forming a solid bottom.  Liquidation rates and foreclosure resolutions remain low but 
MassMutual is starting to see ‘cash buyers’ come in to buy homes as they sense the bottom is at hand.  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 and the scarcity of paper due to a lack of new issuance.  Liquidity has improved 
most for higher quality bonds with predictable cash flows while there is still a dearth of liquidity for the most 
distressed securities. 

 
The actual cost reduced by paydowns, carrying value, fair value and related gross realized losses from 

OTTI of MassMutual’s investments with significant Alt-A and subprime exposure were as follows: 
 

       Six Months 
       Ended 
       June 30, 
 June 30, 2012  2012 

 Actual 
Cost  

Carrying 
Value  

Fair 
Value  

 
OTTI 

 (In Millions) 
Alt-A:        
Residential mortgage-backed securities....  $ 2,045   $ 1,416   $ 1,219   $ (53) 
        
Subprime:        
Residential mortgage-backed securities ....   816    607    543    (4) 
Collateralized debt obligations..................   3    -    -    - 

Total subprime................................   819    607    543    (4) 
        
Total Alt-A and subprime..............  $ 2,864   $ 2,023   $ 1,762     $       (57) 
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       Year Ended 
       December 31,
 December 31, 2011  2011 

 Actual 
Cost  

Carrying 
Value  

Fair 
Value  

 
OTTI 

 (In Millions) 
Alt-A:        
Residential mortgage-backed securities....  $ 2,176   $ 1,550   $ 1,190   $ (119) 
        
Subprime:        
Residential mortgage-backed securities ....   934    707    618    (11) 
Collateralized debt obligations..................   3    -    -    - 

Total subprime................................   937    707    618    (11) 
        
Total Alt-A and subprime..............  $ 3,113   $ 2,257   $ 1,808   $      (130) 
        

 
Exposure summary 

 
MassMutual’s judgment regarding OTTI and estimated fair value depends upon evolving conditions that 

can alter the anticipated cash flows realized by investors and is also affected by the illiquid credit market 
environment, which makes it difficult to obtain readily determinable prices for RMBS and other investments, 
including commercial mortgage backed securities (“CMBS”) and leveraged loans.  Further deterioration in 
economic fundamentals could affect management judgments regarding OTTI.  In addition, deterioration in market 
conditions may affect carrying values assigned by management.  These factors could negatively impact 
MassMutual’s results of operations, surplus and disclosed fair values. 

 
Additionally, MassMutual is required to compare the fair values of impaired RMBS calculated with 

internal models to the fair values of the same impaired RMBS calculated by external modelers.  If the internal values 
compare favorably to the external values, MassMutual is allowed to reclassify the RMBS to a higher National 
Association of Insurance Commissioners (“NAIC”) rating category.  Likewise, if the comparison to the external 
values is not favorable, MassMutual reclassifies the RMBS to a lower NAIC rating category.  The majority of 
MassMutual’s internal values compared favorably to the external values, thereby resulting in lower capital 
requirements. 

 

Derivative financial instruments 
 
MassMutual 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.  
MassMutual 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 MassMutual’s credit exposure or to create an investment in a particular asset.  MassMutual held 
synthetic assets, which increased its credit exposure by a net notional amount of $2,131 million as of June 30, 2012 
and $2,224 million as of December 31, 2011.  Of this amount, $152 million as of June 30, 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.  MassMutual’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, MassMutual intentionally has not applied hedge accounting. 

 
MassMutual’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 
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interest rates move.  MassMutual is exposed to credit-related losses in the event of nonperformance by 
counterparties to derivative financial instruments.  In order to minimize credit risk, MassMutual 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, MassMutual enters into agreements with counterparties that 
allow for contracts in a positive position, where MassMutual is due amounts, to be offset by contracts in a negative 
position.  This right of offset, combined with collateral obtained from counterparties, reduces MassMutual’s 
exposure.  Collateral pledged by the counterparties was $2,941 million as of June 30, 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 $45 million as of June 30, 2012 and $95 million as of December 31, 2011.  The amount at 
risk using the NAIC prescribed rules was $78 million as of June 30, 2012 and $121 million as of December 31, 
2011. MassMutual 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.  MassMutual monitors this exposure as part of its management of overall credit exposures. 

 
If amounts are due from the counterparty, they are reported as an asset.  If amounts are due to the 

counterparty, they are reported as a liability. Negative values in the carrying value of a particular derivative category 
can result from counterparty’s right to offset carrying value positions in other derivative categories. 

 
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.   

 
MassMutual does not sell credit default swaps as a participant in the credit insurance market.  MassMutual 

does however use credit default swaps as part of its investment management process.  MassMutual buys credit 
default swaps as an efficient means to reduce credit exposure to particular issuers or sectors in its investment 
portfolio.  MassMutual 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. 

 
MassMutual had credit default swaps with a net fair value of $27 million, which had a corresponding 

absolute notional value of $1,292 million as of June 30, 2012 and a net fair value of $36 million, which had a 
corresponding absolute notional value of $1,310 million as of December 31, 2011.  A net unrealized loss on the 
mark-to-market of open contracts of $13 million and a net realized gain on closed contracts of $2 million were 
recorded for the six months ended June 30, 2012.  A net unrealized loss on the mark-to-market of open contracts of 
$2 million and a net realized gain on closed contracts of $2 million were recorded for the six months ended June 30, 
2011. 
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Analysis of Financial Condition – at June 30, 2012 Compared to at December 31, 2011  
 

The following table sets forth MassMutual’s significant assets, liabilities and surplus for the dates 
presented: 
 

June 30, 
2012  

December 31, 
2011  % Change 

 (unaudited)     
 (In Millions)   

Assets:      
Bonds ....................................................................................  $ 54,692   $ 53,464           2% 
Preferred stocks.....................................................................   336    323  4 
Common stocks - subsidiaries and affiliates .........................   5,260    4,982  6 
Common stocks - unaffiliated ...............................................   702    576  22 
Mortgage loans......................................................................   13,653    12,398  10 
Policy loans ...........................................................................   9,744    9,478  3 
Real estate .............................................................................   1,086    1,192  (9) 
Partnerships and limited liability companies.........................   6,079    5,642  8 
Derivatives and other invested assets ....................................   3,394    3,334  2 
Cash, cash equivalents and short-term investments ..............   2,514    1,631  54 
  Total invested assets ........................................................   97,460    93,020   5 
Investment income due and accrued .....................................   575    501  15 
Federal income taxes.............................................................   113    -  NM 
Deferred income taxes...........................................................   862    1,058  (19) 
Other than invested assets .....................................................   827    857  (4) 
  Total assets excluding separate accounts .........................   99,837    95,436   5 
Separate account assets .........................................................   47,417    41,532  14 
  Total assets .....................................................................   $ 147,254   $ 136,968  8% 
      
Liabilities and surplus:      
Policyholders’ reserves .........................................................  $ 70,523   $ 68,536  3% 
Liabilities for deposit-type contracts .....................................   5,090    4,588  11 
Contract claims and other benefits ........................................   321    320  - 
Policyholders’ dividends .......................................................   1,352    1,335  1 
General expenses due or accrued ..........................................   874    901  (3) 
Federal income taxes.............................................................   -    91  (100) 
Asset valuation reserve..........................................................   1,757    1,683  4 
Securities sold under agreements to repurchase ....................   3,983    3,580  11 
Commercial paper .................................................................   250    250  - 
Derivative collateral ..............................................................   1,688    1,546  9 
Other liabilities......................................................................   1,535    1,196  28 
  Total liabilities, excluding separate accounts ..................   87,373    84,026  4 
Separate account liabilities....................................................   47,409    41,525  14 
  Total liabilities................................................................   134,782    125,551   7 
Surplus ..................................................................................   12,472    11,417  9 
  Total liabilities and surplus...........................................  $ 147,254   $ 136,968  8% 
      

NM = not meaningful or in excess of 900%. 
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Assets  
 
Total assets increased $10.3 billion, or 8%, in 2012, comprised of increases in separate account assets of 

$5.9 billion, mortgage loans of $1.3 billion, bonds of $1.2 billion, cash, cash equivalents and short-term investments 
of $883 million, partnerships and LLCs of $437 million, common stocks of $404 million and policy loans of $266 
million.   

 
Bonds increased $1.2 billion, or 2%, to $54.7 billion as of June 30, 2012 from $53.5 billion as of December 

31, 2011, primarily due to $1.1 billion of net acquisitions and $195 million of net discount accretion.  These 
increases were partially offset by $81 million of bond OTTI, which includes $58 million from impaired RMBS and 
$11 million of unrealized losses primarily attributable to foreign currency translation adjustments. 

 
Unrealized gains and losses on bonds do not generally impact surplus because bonds are carried primarily 

at amortized cost. The total net unrealized gain on bonds as of June 30, 2012 was $5.4 billion, including $6.2 billion 
of unrealized gains and $810 million of unrealized losses.  The total net unrealized gain on bonds as of December 
31, 2011 was $4.4 billion, including $5.5 billion of unrealized gains and $1.1 billion of unrealized losses.  
Unrealized gains as of June 30, 2012 are primarily from bonds categorized as industrial and miscellaneous, as well 
as U.S. government and agencies. The net unrealized gain position on bonds increased as a result of a decrease in 
interest rates and credit spreads since December 31, 2011.    

 
Unrealized losses in both years were primarily related to RMBS, leveraged loans and corporate bonds. The 

losses were attributable to current market conditions and changes in interest rates. Deterioration of underlying 
collateral, downgrades of credit ratings or other factors may lead to further declines in value. 

 
The following is an analysis of the fair values and gross unrealized losses aggregated by bond category and 

length of time that the securities were in a continuous unrealized loss position as of June 30, 2012 and December 31, 
2011. 
 

 June 30, 2012 
 Less Than 12 Months  12 Months or Longer 
  

Fair 
Value 

  
Unrealized

Losses 

 Number 
of 

Issuers 

  
Fair 

Value 

  
Unrealized

Losses 

 Number 
of 

Issuers 
 ( In Millions) 
  
States, territories and possessions ...  $ -   $          -    -   $ 34     $ 1    1 
Special revenue ...............................   28    2    89    -    -    - 
Industrial and miscellaneous ...........   3,571    100    443    3,679    524    765 
Parent, subsidiaries and affiliates ....   1,447    30    20    780    176    23 
     Total ..........................................  $ 5,046   $ 132    552   $ 4,493   $ 701    789 
____________            

 
Note:  The unrealized losses include $23 million of losses embedded in the carrying value, which include $17 million from NAIC Category 6 
bonds and $6 million from RMBS and CMBS whose ratings were obtained from outside modelers. 
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 December 31, 2011 
 Less Than 12 Months  12 Months or Longer 
  

Fair 
Value 

  
Unrealized

Losses 

 Number 
of 

Issuers 

  
Fair 

Value 

  
Unrealized

Losses 

 Number 
of 

Issuers 
 ( In Millions) 
            
States, territories and possessions ...  $ 67   $ 1    6   $ 32   $ 2    1 
Special revenue ...............................   28    1    79    -    -    - 
Industrial and miscellaneous ...........   4,524    199    629    3,573    750    756 
Parent, subsidiaries and affiliates ....   2,010    74    25    500    151    18 
     Total ..........................................  $ 6,629   $ 275    739   $ 4,105   $ 903    775 
____________            

 
Note:  The unrealized losses include $31 million of losses embedded in the carrying value, which include $25 million from NAIC Category 6 
bonds and $6 million from RMBS and CMBS whose ratings were obtained from outside modelers. 

 
Common stocks increased $404 million, or 7%, primarily due to $552 million of market value increases, 

including a $501 million increase in the value of MassMutual Holding, LLC (“MMHLLC”), partially offset by 
$148 million of net dispositions that included $45 million of realized gains.   

 
Mortgage loans increased $1.3 billion, or 10%, in 2012 primarily due to $1.3 billion of net acquisitions and 

an $18 million net decrease in reserves, partially offset by $9 million of OTTI.  MassMutual does not originate any 
residential mortgages but invests in seasoned residential mortgage loan pools which are predominantly Federal 
Housing Administration insured or Veterans Administration guaranteed, though the pools may contain mortgages of 
subprime credit quality.  MassMutual had residential mortgage loan pools with a carrying value of $2.2 billion as of 
June 30, 2012 and December 31, 2011. 

 
Real estate decreased $106 million, or 9%, to $1.1 billion as of June 30, 2012 from $1.2 billion as of 

December 31, 2011, primarily due to $49 million of depreciation, $44 million of net sales and a $35 million increase 
in encumbrances, partially offset by $21 million of capital improvements. 

 
Partnerships and LLCs increased $437 million, or 8%, in 2012 primarily due to contributions of 

$705 million and earnings of $291 million, partially offset by a $255 million return of capital, $162 million of 
income distributions and $148 million of sales and liquidations.   

 
Derivatives and other invested assets increased $60 million, or 2%, to $3.4 billion as of June 30, 2012 from 

$3.3 billion as of December 31, 2011, primarily due to increases in pending security settlements of $68 million, 
partially offset by a decrease in derivatives of $8 million.  The decrease in derivatives consisted of a $161 million 
lower balance of unrealized gains on options due to their sale during the second quarter as a result of duration 
balancing, as well as a $25 million decrease in values of forwards primarily related to the fluctuations in currency 
rates, partially offset by a $182 million increase in values of interest rate swaps primarily related to a decrease in 
interest rates. 

 
Cash, cash equivalents and short-term investments increased $883 million, or 54%, in 2012.  The increase 

was primarily due to net cash provided by operations of $2.1 billion and net cash from financing and other sources 
of $1.4 billion, partially offset by net purchases of investments of $2.6 billion.  

 
Separate account assets increased $5.9 billion, or 14%, to $47.4 billion in 2012 primarily due to positive net 

cash flows of $3.4 billion and market appreciation of $2.4 billion.   
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Liabilities 
 
Total liabilities increased $9.2 billion, or 7%, in 2012 primarily due to increases in separate account 

liabilities of $5.9 billion, policyholders’ reserves of $2.0 billion, liabilities for deposit-type contracts of $502 
million, securities sold under agreements to repurchase of $403 million, other liabilities of $339 million and 
derivative collateral of $142 million.  

 
Policyholders’ reserves increased $2.0 billion, or 3%, in 2012, reflecting increases in universal, variable 

and group life reserves of $834 million, whole life reserves of $636 million and annuity reserves of $431 million. 
The increase mainly reflects net growth of the in force block and strong cash flows for MassMutual’s protection and 
annuity products. 

 
               Liabilities for deposit–type contracts increased $502 million, or 11%, in 2012, reflecting the issuance of  
$500 million of medium-term notes backed by funding agreements. 

 
Certain variable annuity contracts include additional death or other insurance benefit features, such as 

guaranteed minimum death benefits (“GMDBs”), guaranteed minimum income benefits (“GMIBs”), guaranteed 
minimum accumulation benefits (“GMABs”) and guaranteed minimum withdrawal benefits (“GMWBs”).  In 
general, these benefit guarantees require the contract or policyholder to adhere to a company-approved asset 
allocation strategy.  Election of these benefits on annuity contracts is generally only available at contract issue.  The 
reserves for variable annuity products with guaranteed death and living benefits were $765 million and $805 million 
as of June 30, 2012 and December 31, 2011, respectively. 

 
The following table summarizes the account values, net amount at risk and weighted average attained age 

for variable annuity contracts with GMDB, GMIB, GMAB and GMWB classified as policyholders’ reserves and 
separate account liabilities.  The net amount at risk is defined as the minimum guarantee less the account value 
calculated on a policy-by-policy basis, but not less than zero. 

 
 
 June 30, 2012 December 31, 2011 
 

Account 
Value 

Net Amount 
at Risk 

Weighted 
Average 

Attained Age
Account 

Value 
Net Amount 

at Risk 

Weighted 
Average 

Attained Age
 (In Millions) 
       

GMDB........ $ 9,448  $ 123  62   $ 9,039  $ 224  62 
GMIB .........  4,127   712  63    4,010   822  62 
GMAB........  1,721   31  57    1,555    53  57 
GMWB.......  202   15  66    195   17  66 

 
 
The asset valuation reserve (“AVR”) increased $74 million, or 4%, to $1.8 billion as of June 30, 2012.  

The increase was primarily due to net unrealized capital gains of $442 million and reserve contributions of $72 
million, partially offset by a $400 million reduction to the maximum reserve and net realized capital losses of $40 
million. The AVR is a formula driven reserve whose purpose is to reduce the surplus volatility of after-tax credit-
related realized and unrealized gains and losses.  It is calculated based on statement values by asset type, credit 
quality and reserve factors.  The reserve can range from zero to a maximum allowable reserve.  Any amounts 
calculated in excess of the maximum reserve will not be included.  Any losses that exceed their related component 
of AVR will not be absorbed.  Changes in statement values, credit quality and capital gains or losses will affect the 
reserve balance. 
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Securities sold under agreements to repurchase increased $403 million, or 11%, to $4.0 billion as of June 
30, 2012 from $3.6 billion as of December 31, 2011.  This increase is primarily due to recently purchased U.S. 
Treasury bonds associated with the medium-term note issuance.  Proceeds from securities sold under agreements to 
repurchase are used in overall portfolio management to help ensure MassMutual has the assets needed to provide 
yield, spread and duration to support liabilities and other corporate needs. MassMutual increases and decreases 
securities sold under agreement to repurchase in response to changing market conditions and changing liability 
needs. 

 
Derivatives collateral liability increased $142 million, or 9%, to $1.7 billion as of June 30, 2012 from $1.5 

billion as of December 31, 2011. This increase is consistent with the move in the derivative asset values.  In 
addition, securities, which were held as collateral by a trustee off the balance sheet, increased by $35 million to $1.9 
billion as of June 30, 2012.  The derivative collateral liability is a function of contractual requirements.  When 
certain threshold exposure levels and transfer amount levels are reached, MassMutual requires additional collateral 
or returns excess collateral held. 

 

Surplus  
Surplus increased $1.1 billion in 2012 to $12.5 billion as of June 30, 2012.  The following table shows the 

change in surplus: 
 

 June 30, 
 2012 
 (In Millions) 

 
Beginning surplus ......................................................................................  $ 11,417 

Net income.............................................................................................   292 
Change in net unrealized capital gains, net of tax..................................   636 
Change in net unrealized foreign exchange capital losses, net of tax ....   (28) 
Change in other net deferred income taxes…………………………....              (157) 
Change in nonadmitted assets ................................................................   13 
Change in AVR......................................................................................   (74) 
Change in surplus notes .........................................................................  399 
Prior period adjustments ........................................................................   (26) 
Net increase............................................................................................   1,055 

Ending surplus .........................................................................................  $ 12,472  
 

The increase in net unrealized capital gains of $608 million was primarily due to an increase in the value of 
MMHLLC of $501 million as well as $151 million of undistributed gains from partnerships and LLCs.  On January 
17, 2012, MassMutual issued $400 million of surplus notes with a 30-year maturity and 5.375% coupon rate. 

 
MassMutual’s total adjusted capital, as defined by the NAIC, increased to $14.0 billion as of June 30, 2012 

compared to $13.2 billion as of December 31, 2011.  
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The following table sets forth the calculation of total adjusted capital:  

 June 30, December 31, 
 2012 2011 
 (In Millions) 
Surplus (1) ............................................................................. $ 12,472   $ 11,417 
AVR (2) .................................................................................  1,811    1,731 
One-half of the apportioned dividend liability (2) .................  671    663 
Foreign insurance subsidiaries deduction.............................  (918)    (564) 
 Total adjusted capital (3) ................................................ $   14,036   $   13,247 
____________    

(1) Surplus includes $250 million of surplus notes maturing in 2023, $100 million of surplus notes maturing in 
2024, $250 million of surplus notes maturing in 2033 and $750 million of surplus notes maturing in 2039. 
Surplus in 2012 also includes $400 million of surplus notes maturing in 2041. 

(2) Consolidated for MassMutual, C.M. Life Insurance Company and MML Bay State Life Insurance Company. 
(3) Defined by the NAIC as surplus plus consolidated AVR and one-half of the consolidated apportioned dividend 

liability and a deduction for applicable foreign insurance subsidiaries.   

Description of the Notes 

Tranches of Notes 
 
For all purposes, each Series of Notes may be comprised of one (1) or more tranches issued on different 

issue dates within a six (6) month period.  The ninety (90) day period originally provided in the base prospectus 
dated June 12, 2012 will no longer apply.  The Notes of each Series will all be subject to identical terms, except that 
the issue date, the issue price and the amount of the first payment of interest may be different in respect of different 
tranches.  The Notes of each tranche will all be subject to identical terms in all respects except that a tranche may 
comprise Notes of different denominations. 
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June 30, December 31,
2012 2011 $ Change % Change

Assets:

Bonds 54,692$      53,464$      1,228$        2%
Preferred stocks 336             323             13               4%
Common stocks - subsidiaries and affiliates 5,260          4,982          278             6%
Common stocks - unaffiliated 702             576             126             22%
Mortgage loans 13,653        12,398        1,255          10%
Policy loans 9,744          9,478          266             3%
Real estate 1,086          1,192          (106)           (9)%
Partnerships and limited liability companies 6,079          5,642          437             8%
Derivatives and other invested assets 3,394          3,334          60               2%
Cash, cash equivalents and short-term investments 2,514          1,631          883             54%

Total invested assets 97,460        93,020        4,440          5%

Investment income due and accrued 575             501             74               15%
Federal income taxes 113             -                 113             NM
Deferred income taxes 862             1,058          (196)           (19)%
Other than invested assets 827             857             (30)             (4)%

Total assets excluding separate accounts 99,837        95,436        4,401          5%

Separate account assets 47,417        41,532        5,885          14%

Total assets 147,254$    136,968$    10,286$      8%

Liabilities and Surplus:

Policyholders' reserves 70,523$      68,536$      1,987$        3%
Liabilities for deposit-type contracts 5,090          4,588          502             11%
Contract claims and other benefits 321             320             1                 - %
Policyholders' dividends 1,352          1,335          17               1%
General expenses due or accrued 874             901             (27)             (3)%
Federal income taxes -                 91               (91)             (100)%
Asset valuation reserve 1,757          1,683          74               4%
Securities sold under agreements to repurchase 3,983          3,580          403             11%
Commercial paper 250             250             -                 - %
Derivative collateral 1,688          1,546          142             9%
Other liabilities 1,535          1,196          339             28%

Total liabilities excluding separate accounts 87,373        84,026        3,347          4%

Separate account liabilities 47,409        41,525        5,884          14%

Total liabilities 134,782      125,551      9,231          7%

Surplus 12,472        11,417        1,055          9%

Total liabilities and surplus 147,254$    136,968$    10,286$      8%

NM = not meaningful

($ In Millions)
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June 30,
2012 2011 $ Change % Change

Revenue:

Premium income 9,923$     6,356$     3,567$     56%
Net investment income 2,378       2,264       114          5%
Reserve adjustments on reinsurance ceded 34            29            5              17%
Fees and other income 258          258          -               - %

Total revenue 12,593     8,907       3,686       41%

Benefits and expenses:

Policyholders' benefits 5,270       4,978       292          6%
Change in policyholders' reserves 5,424       2,027       3,397       168%
General insurance expenses 673          613          60            10%
Commissions 286          262          24            9%
State taxes, licenses and fees 86            77            9              12%

Total benefits and expenses 11,739     7,957       3,782       48%

Net gain from operations before dividends
and federal income taxes 854          950          (96)           (10)%

Dividends to policyholders 626          581          45            8%

Net gain from operations before federal income taxes 228          369          (141)         (38)%

Federal income tax benefit (164)         (56)           (108)         (193)%

Net gain from operations 392          425          (33)           (8)%

Net realized capital losses after tax and transfers to
interest maintenance reserve (100)         (237)         137          58%

Net income 292$        188$        104$        55%

($ In Millions)

Six Months Ended
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2012 2011 $ Change % Change

Surplus, beginning of year 11,417$   10,352$   1,065$     10%

Increase (decrease) due to:
Net income 292          188          104          55%
Change in net unrealized capital gains, net of tax 636          411          225          55%
Change in net unrealized foreign exchange capital

gains (losses), net of tax (28)          28            (56)          (200)%
Change in special surplus funds - net deferred tax assets -              (101)        101          100%
Change in other net deferred income taxes (157)        26            (183)        (704)%
Change in nonadmitted assets 13            3              10            333%
Change in asset valuation reserve (74)          23            (97)          (422)%
Change in surplus notes 399          -              399          NM
Prior period adjustments (26)          -              (26)          NM
Other -              (1)            1              100%

Net increase 1,055       577          478          83%

Surplus, end of period 12,472$   10,929$   1,543$     14%

NM = not meaningful

June 30,

($ In Millions)

Six Months Ended
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Six Months
Ended Year Ended

June 30, December 31,
2012 2011

Cash from operations:
Premium and other income collected 10,242$        14,046$        
Net investment income 2,287            4,503            
Benefit payments (5,220)           (9,963)           
Net transfers to separate accounts (3,455)           (997)              
Commissions and other expenses (1,034)           (2,164)           
Dividends paid to policyholders (609)              (1,208)           
Federal and foreign income taxes recovered (paid) (99)                88                 

Net cash from operations 2,112            4,305            

Cash from investments:
Proceeds from investments sold, matured or repaid:

Bonds 9,135            18,638          
Common stocks - unaffiliated 43                 101               
Mortgage loans 1,299            1,990            
Real estate 56                 115               
Partnerships 412               1,031            
Preferred and affiliated common stocks 452               204               
Other 24                 770               

Total investment proceeds 11,421          22,849          
Cost of investments acquired:

Bonds (10,153)         (21,216)         
Common stocks - unaffiliated (145)              (441)              
Mortgage loans (2,539)           (3,159)           
Real estate 13                 (245)              
Partnerships (728)              (1,327)           
Preferred and affiliated common stocks (162)              (736)              
Other (53)                31                 

Total investments acquired (13,767)         (27,093)         
Net increase in policy loans (266)              (519)              

Net cash used in investmenting activities (2,612)           (4,763)           

Cash from financing and other sources:
Net deposits on deposit-type contracts 439               905               
Cash provided from surplus notes 399                                -
Net securities sold (bought) under agreements to repurchase 403               (303)              
Change in derivative collateral 142               259               
Other cash provided                  - 89                 

Net cash from financing and other sources 1,383            950               

Net change in cash, cash equivalents and short-term investments 883               492               
Cash, cash equivalents and short-term investments, beginning of year 1,631            1,139            
Cash, cash equivalents and short-term investments, end of period 2,514$          1,631$          

(In Millions)



MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
NOTES TO CONDENSED STATUTORY FINANCIAL STATEMENTS 

(UNAUDITED) 
 

F-7 

1. Nature of operations 
 
These statutory financial statements include the accounts of Massachusetts Mutual Life Insurance Company (the 
Company), which is organized as a mutual life insurance company.   
 
MassMutual Financial Group (MMFG) is a global, diversified financial services organization comprised of the 
Company and its subsidiaries.  The Company and its subsidiaries provide life insurance, disability income insurance, 
long-term care insurance, annuities, retirement products, investment management, mutual funds and trust services to 
individual and institutional customers.   
 
2. Summary of significant accounting policies 
 
a. Basis of presentation 
 
The condensed statutory financial statements and notes as of June 30, 2012, and for the six months ended  
June 30, 2012 and 2011 are unaudited.  These condensed statutory financial statements reflect adjustments, 
consisting only of normal accruals, which are, in the opinion of management, necessary for the fair presentation of 
the financial position, results of operations and cash flows for the interim periods.  These condensed statutory 
financial statements and notes should be read in conjunction with the statutory financial statements and notes thereto 
included in the Company’s 2011 audited year-end financial statements as these condensed statutory financial 
statements disclose only significant changes from year end 2011.  The results of operations for the interim periods 
should not be considered indicative of results to be expected for the full year.  The Condensed Statutory Statements 
of Financial Position as of December 31, 2011 and the Condensed Statutory Statements of Cash Flows for the year 
ended December 31, 2011 have been derived from the audited financial statements at that date, but do not include all 
of the information and footnotes required by statutory accounting practices for complete financial statements. 
 
The condensed statutory financial statements have been prepared in conformity with the statutory 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).  
 
Statutory accounting practices are different in some respects from financial statements prepared in accordance with 
United States of America (U.S.) generally accepted accounting principles (GAAP).  The more significant differences 
between statutory accounting principles and U.S. GAAP are as follows:  (a) bonds are generally carried at amortized 
cost, whereas U.S. GAAP generally reports bonds at fair value; (b) changes in the fair value of derivative financial 
instruments are recorded as changes in surplus, whereas U.S. GAAP generally reports these changes as revenue 
unless deemed an effective hedge; (c) embedded derivatives are recorded as part of the underlying contract, whereas 
U.S. GAAP would identify and bifurcate certain embedded derivatives from the underlying contract or security and 
account for them separately at fair value; (d) majority-owned noninsurance subsidiaries and variable interest entities 
where the Company is the primary beneficiary and certain other controlled entities are accounted for using the 
equity method, whereas U.S. GAAP would consolidate these entities; (e) changes in the balances of deferred income 
taxes, which provide for book versus tax temporary differences, are subject to limitation and are charged to surplus, 
whereas U.S. GAAP would generally include the change in deferred taxes in net income; (f) certain group annuity 
and variable universal life contracts, which do not pass-through all investment gains to contract holders, are 
maintained in the separate accounts and are presented on a single line in the statutory financial statements, whereas 
U.S. GAAP reports these contracts in the general investments of the Company; (g) assets are reported at admitted 
asset value and assets designated as nonadmitted are excluded through a charge against surplus, whereas U.S. GAAP 
recognizes all assets, subject to valuation allowances; (h) statutory policy reserves are based upon prescribed 
methods, such as the Commissioners’ Reserve Valuation Method, Commissioners’ Annuity Reserve Valuation 
Method or net level premium method, and prescribed statutory mortality, morbidity and interest assumptions, 
whereas U.S. GAAP reserves would generally be based upon the net level premium method or the estimated gross 
margin method with estimates of future mortality, morbidity, persistency and interest assumptions; (i) policyholder 
reserves are presented net of reinsurance ceded, unearned ceded premium and unpaid ceded claims whereas U.S. 
GAAP would report these reinsurance balances as an asset; (j) an asset valuation reserve (AVR) is reported as a 
contingency reserve to stabilize surplus against fluctuations in the statement value of common stocks, real estate  
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investments, partnerships and limited liability companies (LLCs) as well as credit-related declines in the value of 
bonds, mortgage loans and certain derivatives to the extent AVR is greater than zero for the appropriate asset 
category, whereas U.S. GAAP does not record this reserve; (k) after-tax realized capital gains and losses that result 
from changes in the overall level of interest rates for all types of fixed-income investments and interest-related 
hedging activities are deferred into the interest maintenance reserve (IMR) and amortized into revenue, whereas 
U.S. GAAP reports these gains and losses as revenue; (l) changes to the mortgage loan valuation allowance are 
recognized in net unrealized capital gains (losses) in surplus, whereas U.S. GAAP reports these changes in net 
realized capital gains (losses); (m) a prepaid pension asset and/or a liability is recorded for the difference between 
the fair value of the pension and other postretirement plan assets and the accumulated benefit obligation (which 
excludes nonvested employees) with the change recorded in surplus, whereas for U.S. GAAP purposes, the 
over/underfunded status of a plan, which is the difference between the fair value of the plan assets and the projected 
benefit obligation, is recorded as an asset or liability with the change recorded through accumulated other 
comprehensive income; (n) surplus notes are reported in surplus, whereas U.S. GAAP would report these notes as 
liabilities; (o) payments received for universal and variable life insurance products, certain variable and fixed 
deferred annuities and group annuity contracts are reported as premium income and corresponding change in 
reserves, whereas U.S. GAAP would treat these payments as deposits to policyholders’ account balances; (p) certain 
acquisition costs, such as commissions and other variable costs, directly related to acquiring new business are 
charged to current operations as incurred, whereas U.S. GAAP generally capitalizes these expenses and amortizes 
them based on profit emergence over the expected life of the policies or over the premium payment period; and (q) 
comprehensive income is not presented, whereas U.S. GAAP presents changes in unrealized capital gains and losses 
and foreign currency translations as other comprehensive income. 
 
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 condensed 
statutory financial statements and the reported amounts of revenues and expenses during the reporting periods.  The 
most significant estimates include those used in determining the carrying values of investments including the 
amount of mortgage loan investment valuation reserves and other-than-temporary impairment(s) (OTTI), the value 
of the investment in MassMutual Holding LLC (MMHLLC), the liabilities for policyholders’ reserves, the 
determination of deferred tax assets (DTAs), and 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 condensed statutory financial statements.  
Although some variability is inherent in these estimates, management believes the amounts presented are 
appropriate. 
 
For the full description of accounting policies, see Note 2 “Summary of significant accounting policies” of Notes to 
Statutory Financial Statements included in the Company’s 2011 audited year end financial statements. 
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b. Corrections of errors and reclassifications 
 
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 six months ended June 30, 2012 and 2011, 
respectively: 
 

Correction
Prior Current  of Asset
Year Year or Liability

Income Surplus Balances

Policyholders' reserves (16)$           (16)$        16$          
General insurance expenses (11)         (11)          11            
Partnership income 4                4              (4)             
Other (3)               (3)            3              
     Total (26)$           (26)$            26$              

(In Millions)

Increase (Decrease) to:

 
 
 

Correction
Prior Current  of Asset
Year Year or Liability

Income Surplus Balances

Partnership income (5)$             (5)$          5$            
Policyholders' reserves (1)               (1)            1              
Other 6            6              (6)             
     Total -$               -$            -$             

(In Millions)

Increase (Decrease) to:

 
Certain prior year amounts within these financial statements have been reclassified to conform to the current year 
presentation.   
 
3. New accounting standards 
 
a. Adoption of new accounting standards 
 
In March 2011, the NAIC issued revisions to Statement of Statutory Accounting Principles (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 measurement categorized in Level 
3 of the fair value hierarchy.  These new requirements were effective January 1, 2012. 
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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. 
 
b. Future adoption of new accounting standards 
 
In March 2012, the NAIC issued SSAP No. 102 “Accounting for Pensions A Replacement of SSAP No. 89.”  This 
SSAP will require either an asset or liability to be recorded for the overfunding or underfunding of the projected 
benefit obligation.  The calculation includes amounts for non-vested participants.  The adoption of this SSAP is 
expected to create an additional pension “transition liability” of approximately $45 million.  The Company may 
elect, on an individual plan basis, to phase in this transition liability over a period of 10 years.  This new requirement 
is effective January 1, 2013.   
 
In March 2012, the NAIC issued SSAP No. 92 “Accounting for Postretirement Benefits Other Than Pensions, A 
Replacement of SSAP No. 14.”  Under this SSAP, participants not yet eligible to retire will be included in the 
accumulated postretirement benefit obligation.  The accumulated postretirement benefit obligation is already 
recorded on a GAAP basis on the books of MMHLLC, a subsidiary of the Company.  The GAAP equity of this 
subsidiary is included in admitted assets of the Company for statutory purposes.  Therefore, there is no impact from 
the adoption of this SSAP besides disclosure.  This new requirement is effective January 1, 2013. 
 
In March 2012, the NAIC issued SSAP No. 103, “Accounting for Transfers and Servicing of Financial Assets and 
Extinguishments of Liabilities.”  This SSAP will supersede SSAP No. 91R,”Accounting for Transfers and Servicing 
of Financial Assets and Extinguishments of Liabilities” and incorporates the U.S. GAAP guidance of the Financial 
Accounting Standards Board (FASB) Statement No. 166, “Accounting for Transfers and Servicing of Financial 
Assets, an amendment of FASB Statement No. 140,” and Accounting Standards Update (ASU) No.  2011-03, 
“Transfers and Servicing (Topic 860), Reconsideration of Effective Control for Repurchase Agreements,” with 
modifications to conform the guidance to statutory accounting concepts.  These modifications are primarily related 
to concepts that are not applicable or consistent with statutory accounting (e.g., rejection of U.S. GAAP 
consideration for consolidated affiliates, references to GAAP standards, methods, references and guidance not 
adopted for/applicable to statutory accounting).  The Company is required to adopt the guidance prospectively as of 
January 1, 2013.  Early adoption is not permitted.  Adoption of this guidance is not expected to have a significant 
impact on the Company’s financial statements.   
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4. Investments 
 
The Company maintains a diversified investment portfolio.  Investment policies limit concentration in any asset 
class, geographic region, industry group, economic characteristic, investment quality or individual investment. 
 
a. Bonds 
 
The carrying value and fair value of bonds were as follows: 
 

Gross Gross
Carrying Unrealized Unrealized Fair

Value Gains Losses Value

U.S. government and agencies  $      8,070  $  1,878  $           -  $      9,948 
All other governments             122           38               -             160 
States, territories and possessions          1,345         167               1          1,511 
Special revenue          2,360         390               2          2,748 
Industrial and miscellaneous        38,027      3,439           616        40,850 
Parent, subsidiaries and affiliates          4,768         269           191          4,846 
   Total  $    54,692  $  6,181  $       810  $    60,063 

(In Millions)

June 30, 2012

 
Note:  The unrealized losses exclude $23 million of losses embedded in the carrying value, which include $17 million from NAIC 
Category 6 bonds and $6 million from residential mortgage-backed securities (RMBS) and commercial mortgage-backed 
securities (CMBS) whose ratings were obtained from outside modelers. 

 

Gross Gross
Carrying Unrealized Unrealized Fair

Value Gains Losses Value

U.S. government and agencies  $      9,177  $  1,821  $           -  $    10,998 
All other governments             112           36               -             148 
States, territories and possessions          1,281         131               3          1,409 
Special revenue          2,341         349               1          2,689 
Industrial and miscellaneous        35,558      2,950           930        37,578 
Parent, subsidiaries and affiliates          4,995         248           213          5,030 
   Total  $    53,464  $  5,535  $    1,147  $    57,852 

December 31, 2011

(In Millions)

 
Note:  The unrealized losses exclude $31 million of losses embedded in the carrying value, which include $25 million from NAIC 
Category 6 bonds and $6 million from RMBS and CMBS whose ratings were obtained from outside modelers. 
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Sales proceeds and related gross realized capital gains and losses from bonds were as follows: 
 

Proceeds from sales $ 3,224    $ 4,270    
Gross realized capital gains from sales 121       222       
Gross realized capital losses from sales (13)        (19)        

2012
(In Millions)

Six Months Ended 
June 30, 

2011

 
 
The following is an analysis of the fair values and gross unrealized losses aggregated by bond category and length of 
time that the securities were in a continuous unrealized loss position as of June 30, 2012 and December 31, 2011: 
 

Number Number
Fair Unrealized of Fair Unrealized of

Value Losses  Issuers Value Losses  Issuers

States, territories and possessions  $            -  $        -               -  $         34  $       1              1 
Special revenue             28               2            89                -                -               - 
Industrial and miscellaneous        3,571           100          443        3,679           524          765 
Parent, subsidiaries and affiliates        1,447             30            20           780           176            23 
     Total  $    5,046  $   132          552  $    4,493  $   701          789 

June 30, 2012
Less Than 12 Months 12 Months or Longer 

($ In Millions)

 
Note:  The unrealized losses include $23 million of losses embedded in the carrying value, which include $17 million from NAIC Category 
6 bonds and $6 million from RMBS and CMBS whose ratings were obtained from outside modelers. 
 

Number Number
Fair Unrealized of Fair Unrealized of

Value Losses  Issuers Value Losses  Issuers

States, territories and possessions 67$          1$                     6 32$         2$                    1 
Special revenue              28                1            79                -                -               - 
Public utilities                -                 -               -                -                -               - 
Industrial and miscellaneous         4,524            199          629        3,573           750          756 
Credit tenant loans                -                 -               -                -                -               - 
Parent, subsidiaries and affiliates         2,010              74            25           500           151            18 
     Total  $     6,629  $    275          739  $    4,105  $   903          775 

12 Months or Longer Less Than 12 Months 
December 31, 2011

($ In Millions)

 
Note:  The unrealized losses include $31 million of losses embedded in the carrying value, which include $25 million from NAIC Category 
6 bonds and $6 million from RMBS and CMBS whose ratings were obtained from outside modelers. 
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Based on the Company’s policies, as of June 30, 2012 and December 31, 2011, the Company has not deemed these 
unrealized losses to be other than temporary because the carrying value of the investments is expected to be realized 
based on the Company’s analysis of fair value or, for loan-backed and structured securities, based on present value 
of cash flows, and the Company has the ability and intent not to sell these investments until recovery, which may be 
maturity. 
 
As of June 30, 2012, investments in structured and loan-backed securities that had unrealized losses, which were not 
recognized in earnings, had a fair value of $3,739 million.  Securities in an unrealized loss position for less than 12 
months had a fair value of $1,148 million and unrealized losses of $36 million.  Securities in an unrealized loss 
position for greater than 12 months had a fair value of $2,591 million and unrealized losses of $376 million.  These 
securities were primarily categorized as industrial and miscellaneous and parent, subsidiaries and affiliates. 
 
In the course of the Company’s investment management activities, securities may be sold and reacquired within 30 
days of the sale date to enhance the Company’s yield on its investment portfolio.  The Company did not sell any 
securities with the NAIC Designation 3 or below for the six months ended June 30, 2012 and year ended December 
31, 2011 that were reacquired within 30 days of the sale date. 
 
Residential mortgage-backed exposure 
 
RMBS are included in the U.S. government, special revenue, and industrial and miscellaneous bond categories.  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.  In identifying Alt-A and subprime exposure, management 
used a combination of qualitative and quantitative factors, including FICO scores and loan-to-value ratios. 
 
For the past several years, market conditions for Alt-A and subprime investments have been unusually weak due to 
higher delinquencies, reduced home prices and reduced refinancing opportunities.  This market turbulence has 
spread to other credit markets.  It is unclear how long it will take for a return to conditions in effect prior to that 
time. 
 
As of June 30, 2012 and December 31, 2011, RMBS had a total carrying value of $3,549 million and $3,886 million 
and a fair value of $3,502 million and $3,648 million, of which approximately 35% and 33%, based on fair value, 
was classified as Alt-A, respectively.  As of June 30, 2012 and December 31, 2011, Alt-A and subprime RMBS had 
a total carrying value of $2,023 million and $2,257 million and a fair value of $1,762 million and $1,808 million, 
respectively. 
 
b. Common stocks - subsidiaries and affiliates 
 
Common stocks of unconsolidated subsidiaries, primarily MMHLLC, are accounted for using the statutory equity 
method.  The Company accounts for the value of its investment in its subsidiary, MMHLLC, at its underlying U.S. 
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.  The Division has affirmed the statutory recognition of the Company’s 
application of the NCI and ARE guidelines in MMHLLC’s statutory carrying value.  However, the Company has 
limited this recognition to $2,042 million and $2,015 million, respectively, as of June 30, 2012 and December 31, 
2011.  The current fair value of MMHLLC remains significantly greater than its statutory carrying amount. 
 
The Company received $25 million of cash dividends from MMHLLC through the six months ended June 30, 2012 
and 2011. 
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On April 16, 2010, a lawsuit was filed in New York state court against OppenheimerFunds Inc. (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 plaintiff’s 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.  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. 
 
c. Mortgage loans 
 
Mortgage loans are comprised of commercial mortgage loans and residential mortgage loan pools.  The carrying 
value of mortgage loans was $13,653 million, net of valuation allowances of $28 million as of June 30, 2012.  The 
carrying value of mortgage loans was $12,398 million, net of valuation allowances of $46 million as of December 
31, 2011. 
 
The Company’s commercial mortgage loans primarily finance various types of commercial real estate properties 
throughout the U.S. and Canada.  The Company holds commercial mortgage loans for which it is the primary lender 
and mezzanine loans for which the Company is a secondary lender, often for a commercial property in development.   
Residential mortgage loan pools are seasoned pools of homogeneous residential mortgage loans substantially backed 
by Federal Housing Administration (FHA) and Veterans Administration (VA) guarantees.   
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The carrying value and fair value of the Company’s mortgage loans were as follows: 

Carrying Fair Carrying Fair 
Value Value Value Value

Commercial mortgage loans
Primary lender  $   11,446  $   11,509  $   10,199  $   10,220 
Mezzanine loans              33              32              41              44 

Total commercial mortgage loans       11,479       11,541       10,240       10,264 

Residential mortgage loans
FHA insured and VA guaranteed         2,157         2,164         2,139         2,126 
Other residential loans              17              17              19              19 

Total residential mortgage loans         2,174         2,181         2,158         2,145 
Total mortgage loans  $   13,653  $   13,722  $   12,398  $   12,409 

June 30, 2012 December 31, 2011

(In Millions)

 
The following presents a summary of the Company’s mortgage loans on which a valuation allowance has been 
recorded: 
 

Carrying 
Value

Average 
Carrying 

Value

Unpaid 
Principal 
Balance

Valuation 
Allowance

Interest 
Income

    Primary lender 53$       53$       68$       (15)$      2$       
    Mezzanine loans 6           3           19         (13)        -          
       Total 59$       56$       87$       (28)$      2$       

 Commercial mortgage loans

June 30, 2012

(In Millions)

 

Carrying 
Value

Average 
Carrying 

Value

Unpaid 
Principal 
Balance

Valuation 
Allowance

Interest 
Income

    Primary lender 84$       93$       103$     (19)$      7$       
    Mezzanine loans 1           3           29         (27)        -          
       Total 85$       96$       132$     (46)$      7$       

 Commercial mortgage loans

December 31, 2011

(In Millions)
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The following presents changes in the valuation allowance recorded for the Company’s mortgage loans: 
 

Primary 
Lender Mezzanine Total

Primary 
Lender Mezzanine Total

   Beginning balance (19)$       (27)$      (46)$       (71)$       (59)$      (130)$     
     Additions -             -                -             (3)           (7)              (10)         
     Decreases 4            5               9            32          17             49          
     Write-downs -             9               9            21          25             46          
   Ending balance (15)$       (13)$      (28)$       (21)$       (24)$      (45)$       

Six Months Ended
June 30,

Commercial

(In Millions)

2012 2011

 
 
d. Net investment income 
 
Net investment income was derived from the following sources: 
 

2012 2011

Bonds 1,420$      1,357$      
Preferred stocks                7                5 
Common stocks - subsidiaries and affiliates              27              27 
Common stocks - unaffiliated              15                2 
Mortgage loans            356            319 
Policy loans            334            320 
Real estate            101              85 
Partnerships and LLCs            176            237 
Derivatives            106              60 
Cash, cash equivalents and short-term investments                3                3 
Other 2               2               

Subtotal investment income 2,547        2,417        
Amortization of the IMR 68             60             
Investment expenses (237)         (213)         

Net investment income 2,378$      2,264$      

Six Months Ended

(In Millions)

June 30,
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e. Net realized capital gains and losses 
 
Net realized capital gains (losses) including OTTI were comprised of the following: 
 

2012 2011

Bonds 27$        115$      
Preferred stocks 6        -            
Common stocks - subsidiaries and affiliates 42      12      
Common stocks - unaffiliated 3        22      
Mortgage loans 14      (63)    
Real estate 12      (1)      
Partnerships and LLCs (27)    (21)    
Derivatives and other 96      (104)  

173    (40)    
Federal and state taxes (59)    (32)    
     Net realized capital gains (losses) before deferral to the IMR 114    (72)    

Net gains deferred to the IMR (298)  (239)  
Taxes 84      74      
     Net after tax gains deferred to the IMR (214)  (165)  

     Net realized capital losses (100)$    (237)$    

(In Millions)

June 30,
Six Months Ended

 
 
The IMR balance was a liability of $675 million as of June 30, 2012 and $546 million as of December 31, 2011. 
 
OTTI which are included in the net realized capital gains (losses) above consisted of the following: 
 

2012 2011

Bonds (81)$       (88)$       
Common stock -             (3)           
Mortgage loans (9)           (64)         
Partnerships and LLCs (40)         (13)         

Total OTTI (130)$     (168)$     

Six Months Ended
June 30,

(In Millions)

 
For the six months ended June 30, 2012 and 2011, the Company recognized $58 million and $81 million, 
respectively, of OTTI on structured and loan backed securities primarily due to the present value of expected cash 
flows being less than the amortized cost. 
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f. Derivative financial instruments 
 
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 that increased the Company’s credit exposure by a net notional amount of $2,131 million as of June 30, 2012 
and $2,224 million as of December 31, 2011.  Of this amount, $152 million as of June 30, 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. 
 
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.  Collateral pledged by the counterparties was $2,941 million as of June 30, 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 $45 million as of June 30, 2012 and $95 million as of December 31, 2011.  The 
amount at risk using NAIC prescribed rules was $78 million as of June 30, 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. 
 
If amounts are due from the counterparty, they are reported as an asset.  If amounts are due to the counterparty, they 
are reported as a liability.  Negative values in the carrying value of a particular derivative category can result from a 
counterparty’s right to offset carrying value positions in other derivative categories. 
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The following summarizes the carrying values and notional amounts of the Company’s derivative financial 
instruments: 
 

Carrying Notional Carrying Notional
Value Amount Value Amount

Interest rate swaps 2,789$    99,582$       109$     8,568$     
Options 341             6,983           (6)              43                
Currency swaps 145             929              53             669              
Credit default swaps 27               1,257           -                35                
Forward contracts 23               2,942           1               1,041           
Financial futures - long positions -                  2,025           -                -                  
Financial futures - short positions -                  575              -                -                  

Total 3,325$    114,293$     157$     10,356$   

Liabilities 

(In Millions)

Assets 
June 30, 2012

 
 

Carrying Notional Carrying Notional
Value Amount Value Amount

Interest rate swaps 2,606$    96,739$       147$     8,264$     
Options 501             5,467           (47)        300              
Currency swaps 138             901              80         813              
Credit default swaps 37               1,275           (1)          35                
Forward contracts 48               3,940           (1)          63                
Financial futures - long positions -                  1,661           -            -                  
Financial futures - short positions -                  1,276           -            -                  

Total 3,330$    111,259$ 178$     9,475$     

(In Millions)

Assets Liabilities 
December 31, 2011

 
In most cases, the notional amounts are not a measure of the Company’s credit exposure.  The exceptions to this rule 
are mortgage-backed forwards and credit default swaps that sell protection.  In the event of default, the Company is 
fully exposed to the notional amounts of $2,131 million as of June 30, 2012 and $2,224 million as of December 31, 
2011.  Collateral is exchanged for all derivative types except mortgage-backed forwards.  For all other contracts, the 
amounts exchanged are calculated on the basis of the notional amounts and the other terms of the instruments, which 
relate to interest rates, exchange rates, security prices, financial or other indices. 
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The following summarizes the Company’s net realized gains (losses) on closed contracts and change in net 
unrealized gains (losses) on the open contracts by derivative type: 
 

Net Realized Change In Net Net Realized Change In Net
Gains (Losses) Unrealized Gains Gains (Losses) Unrealized Gains

Closed (Losses) Closed (Losses)
Contracts Open Contracts Contracts Open Contracts

Interest rate swaps (20)$          220$          (19)$          24$            
Options 37                  (261)              (63)                (38)                
Currency swaps (20)                34                  (3)                  (40)                
Credit default swaps 2                    (13)                2                    (2)                  
Forward contracts 114                (25)                (21)                (47)                
Financial futures - short positions (145)              -                    (71)                -                    
Financial futures - long positions 128                -                    71                  -                    

Total 96$            (45)$          (104)$        (103)$        

2012

Six Months Ended

(In Millions)

2011
June 30,
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5. Fair value of financial instruments 
 
The following presents a summary of the carrying values and fair values of the Company’s financial instruments: 
 

Carrying Fair Carrying Fair
Value Value Value Value

Financial assets:
Bonds

U. S. government and agencies  $    8,070  $    9,947  $              -  $9,932  $      15  $    9,177  $   10,998 
All other governments 122             161                              -       131          30 112             148               
States, territories and possessions 1,345          1,511                           -    1,506            5 1,281          1,409            
Special revenue 2,360          2,748                           -    2,747            1 2,341          2,689            
Industrial and miscellaneous 38,027        40,849                         -  26,762   14,087 35,558        37,578          
Parent, subsidiaries and affiliates 4,768          4,846                           -    1,450     3,396 4,995          5,030            

Preferred stocks 336             346                              -         75        271 323             310               
Common stock - unaffiliated 702             702             486            59        157       576             576               
Common stock - affiliated (1) 389             389             -                215      174       639             639               
Mortgage loans - commerical 11,479        11,540                         -            -   11,540 10,240        10,264          
Mortgage loans - residential 2,174          2,181                           -            -     2,181 2,158          2,145            
Cash, cash equivalents and

short-term investments 2,514          2,514                     444   2,070             - 1,631          1,631            
Separate account assets 47,417        47,417              33,447 13,452        518 41,532        41,532          
Derivatives

Forward contracts 23               23                               -        23             - 48               48                 
Interest rate swaps 2,789          2,789                          -   2,789             - 2,606          2,606            
Currency swaps 145             145                              -       145             - 138             138               
Credit default swaps 27               27                                -         27             - 37               37                 
Options 341             341                              -       341             - 501             501               

Financial liabilities:
Commercial paper               250               250                  -       250             - 250             250               
Securities sold under agreements to

repurchase 3,983          3,983                           - 3,983               - 3,580          3,580            
Funding agreements            3,831            3,942                  -            -     3,942 3,344          3,457            
Investment-type insurance contracts

Group annuity investment contracts            7,234            8,274                  -            -     8,274 7,315          7,915            
Individual annuity investment contracts            5,082            5,677                  -            -     5,677 4,803          5,228            
Supplementary investment contracts            1,007            1,008                  -            -     1,008 990             991               

Derivatives
Forward contracts 1             1                              -           1             - (1)            (1)             
Interest rate swaps 109         109                          -       109             - 147         147           
Currency swaps 53           53                            -         53             - 80           80             
Credit default swaps -              -                               -            -             - (1)            (1)             
Options (6)            (6)                             -          (6)             - (47)          (47)           

(1)

Level 1 Level 2

December 31, 2011

Common stock - affiliated does not include MMHLLC which had a statutory carrying value of $3,914 million as of June 30, 2012 and $3,413 million as 
of December 31, 2011.  Also excluded is C.M. Life which had a statutory carrying value of $957 million as of June 30, 2012 and $930 million as of 
December 31, 2011.

Level 3

June 30, 2012

(In Millions)(In Millions)

 
The use of different assumptions or valuation methods may have a material impact on the estimated fair value 
amounts. 
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The weighted average fair value of outstanding derivative financial instrument assets for the six months ended June 
30, 2012 was $2,972 million and $2,410 million for the six months ended June 30, 2011.  The weighted average fair 
value of outstanding derivative financial instrument liabilities for the six months ended June 30, 2012 was $178 
million and $172 million for the six months ended June 30, 2011. 
 
Fair value hierarchy 
 
For the six months ended June 30, 2012, there were no significant changes to the Company’s valuation techniques. 
 
The following presents the Company’s fair value hierarchy for assets and liabilities carried at fair value: 
 

Level 1 Level 2 Level 3 Netting (1) Total

Financial assets:
Bonds

Industrial and miscellaneous -$             7$             8$             -$                $          15 
Common stock - unaffiliated 486           59             157           -                            702 
Common stock - affiliated (2) -               215           174           -                            389 
Cash equivalents and

short-term investments (3)                 -         2,070 -               -                         2,070 
Separate account assets 33,447      13,452      518           -                       47,417 
Derivatives

Forward contracts -               33             -               (10)                          23 
Interest rate swaps -               9,297        -               (6,508)                2,789 
Currency swaps -               173           -               (28)                        145 
Credit default swaps -               36             -               (9)                            27 
Options -               383           -               (42)                        341 

Total financial assets carried
at fair value  $   33,933  $   25,725  $        857  $     (6,597)  $   53,918 

Financial liabilities:
Securities sold under agreements to

repurchase  $             -  $     3,983  $             -  $              -  $     3,983 
Derivatives

Forward contracts                 -              11                 -              (10)                1 
Interest rate swaps -               6,617        -               (6,508)        109           
Currency swaps -               81             -               (28)             53             
Credit default swaps -               8               -               (8)               -               
Options -               37             -               (43)             (6)             

Total financial liabilities carried
at fair value  $             -  $   10,737  $             -  $     (6,597)  $     4,140 

(1)

(2)

(3) Does not include cash of $444 million.

Netting adjustments represent offsetting positions that may exist under a master netting agreement with a
counterparty where amounts due from the counterparty are offset against amounts due to the counterparty.

Common stock – affiliated does not include MMHLLC which had a statutory carrying value of $3,914 million
and C.M. Life which had a statutory carrying value of $957 million.

(In Millions)

June 30, 2012

 
 
For the six months ended June 30, 2012 there were no transfers between Level 1 and Level 2.  Any necessary 
transfers would have occurred at the beginning of the period. 
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Level 1 Level 2 Level 3 Netting (1) Total

Financial assets:
Bonds

Industrial and miscellaneous -$             22$           16$           -$               38$           
Common stock - unaffiliated 350           60             166           -                 576           
Common stock - affiliated (2) -               334           305           -                 639           
Cash equivalents and                 - 

short-term investments (3)                 -         1,342 -               -                 1,342        
Separate account assets (4) 31,767      9,118        396           -                 41,281      
Derivatives

Forward contracts -               69             -               (21)             48             
Interest rate swaps -               8,274        -               (5,668)        2,606        
Currency swaps -               168           -               (30)             138           
Asset and credit default swaps -               46             -               (9)               37             
Options -               584           -               (83)             501           

Total financial assets carried
at fair value  $   32,117  $   20,017  $        883  $     (5,811)  $   47,206 

Financial liabilities:
Derivatives

Forward contracts  $             -  $          20  $             -  $          (21)  $           (1)
Interest rate swaps -               5,815        -               (5,668)        147           
Currency swaps -               110           -               (30)             80             
Asset and credit default swaps -               8               -               (9)               (1)             
Options -               36             -               (83)             (47)           

Total financial liabilities carried
at fair value  $             -  $     5,989  $             -  $     (5,811)  $        178 

(1)

(2)

(3)

(4) $251 million of market value separate account assets are not carried at fair value and, therefore, are not
included in this table. 

Netting adjustments represent offsetting positions that may exist under a master netting agreement with a
counterparty where amounts due from the counterparty are offset against amounts due to the counterparty.
Common stock – affiliated does not include MMHLLC which had a statutory carrying value of $3,413 million
and C.M. Life which had a statutory carrying value of $930 million.

December 31, 2011

(In Millions)

Does not include cash of $289 million.
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The following presents changes in the Company’s Level 3 assets carried at fair value: 
 

Total Level 3
Bonds Separate Financial Assets

Industrial and Account Carried at
Miscellaneous Unaffiliated Affiliated Assets Fair Value

Balance as of 12/31/11 16$          166$           305$        396$       883$           
Gains (losses) in net income (1)                1                 26            -              26                       
Gains (losses) in surplus -                  (7)                (3)            -              (10)                      
Purchases -                  -                  150          27           177                     
Issuances -                  -                  -              -              -                          
Sales -                  (1)                (304)        (9)            (314)                    
Settlements (7)                (2)                -              (1)            (10)                      
Transfers into Level 3 (1) -                  -                  -              90           90                       
Transfers out of Level 3 (1) -                  -                  -              -              -                          
Other transfers -                  -                  -              -              -                          
Other (2) -                  -                  -              15           15                       

Balance as of 6/30/2012 8$                157$           174$        518$       857$               

(1)

(2)

These rows 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 tranferred from Level 2 due to a 
change in the pricing source.

Common Stock

Six Months Ended June 30, 2012

(In Millions)

"Other" identifies changes in investment performance related to separate account assets which are fully offset by 
corresponding amounts credited to contract holders within separate account liabilities. Such changes in estimated 
fair value are not recorded in net income but are recorded to policyholders' reserves.  
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Total Level 3
Parent, Separate Financial Assets

Industrial and Subsidiaries Account Carried at
Miscellaneous and Affiliates Unaffiliated Affiliated Assets Fair Value

Balance as of 12/31/2010 36$          20$         155$        69$         405$               685$             
Gains (losses) in net income (7)                -                  10            10           -                      13                         
Gains (losses) in net surplus (4)                -                  (13)          (17)          -                      (34)                       
Purchases -                  -                  52            295         31                   378                       
Issuances 23                -                  147          1             -                      171                       
Sales -                  -                  (6)            (48)          (137)                (191)                     
Settlements (38)              -                  (154)        -              -                      (192)                     
Transfers into Level 3 (1) -                  -                  -              -              -                      -                           
Transfers out of Level 3 (1) -                  -                  (25)          (5)            -                      (30)                       
Other transfers (2) 6                  (20)              -              -              -                      (14)                       
Other (3) -                  -                  -              -              97                   97                         

Balance as of 12/31/2011 16$          -$            166$    305$   396$           883$             

(1)

(2)

(3) "Other" identifies changes in investment performance related to separate account assets which are fully offset by corresponding amounts
credited to contract holders within separate account liabilities. Such changes in estimated fair value are not recorded in net income but
are recorded to policyholders' reserves.

These rows 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 tranferred from Level 2 due to a change in the pricing source.

This row identifies assets and liabilities that are either no longer carried at fair value, or have just begun to be carried at fair value, such
as assets or liabilities with no level changes but change in lower of cost or market carrying basis.

Year Ended December 31, 2011
Bonds

(In Millions)

Common Stock

 
 
6. Fixed assets 
 
No significant changes. 
 
7. Deferred and uncollected life insurance premium 
 
No significant changes. 
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8. Surplus notes 
 
The following summarizes the surplus notes issued and outstanding as of June 30, 2012:   
 

Issue Year Face Amount Carrying Value Interest Rate Maturity Date

1993 250$               250$               7.625% 2023
1994 100                 100                 7.500% 2024
2003 250                 249                 5.625% 2033
2009 750                 741                 8.875% 2039
2012 400                 399                 5.375% 2041

Total 1,750$            1,739$            

($ In Millions)

 
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.  Surplus notes are 
included in surplus on the Condensed Statutory Statements of Financial Position. 
 
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, 2009 
or 2012.  Scheduled interest on the notes issued in 2003 and 1993 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 notes issued in 2009 and 2012 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.  Through June 30, 2012, the 
unapproved interest was $14 million.  As of June 30, 2012, the Company has paid cumulative interest of $822 
million on surplus notes.  Interest of $62 million was approved and paid during the six month period ended June 30, 
2012.   
 
9. Related party transactions 
 
No significant changes. 
 
10. Reinsurance 
 
The Company enters into reinsurance agreements with affiliated and unaffiliated insurers in the normal course of 
business in order to limit its insurance risk.  Such transfers do not relieve the Company of its primary liability and as 
such, failure of reinsurers to honor their obligations could result in losses.  The Company reduces this risk by 
evaluating the financial condition of reinsurers and monitoring for possible concentrations of credit risk.  The 
amounts reinsured are on a yearly renewable term (YRT), coinsurance or modified coinsurance basis. 
 
In 2012, the Company recaptured YRT life reinsurance treaties from several different reinsurers, and two new 
agreements were executed which include policies or contracts that were in force and had existing reserves 
established by the Company. The recaptures and new agreements reduced premiums paid to reinsurers by $10 
million and reinsurance reserves ceded by $44 million.   
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Reinsurance amounts included in premium income in the Condensed Statutory Statements of Income were as 
follows: 
 

2012 2011

Direct premium 10,220$     6,650$       
Premium assumed 45 50
Premium ceded (342) (344)

Total net premium 9,923$       6,356$       

Six Months Ended
June 30,

(In Millions)

 
Reinsurance amounts included in the Condensed Statutory Statements of Financial Position were as follows: 
 

June 30, December 31,
2012 2011

Reinsurance reserves
Assumed 772$              760$              
Ceded (2,577) (2,477)

(In Millions)

 
 
11.  Policyholders’ liabilities 
 
a. Liabilities for deposit-type contracts 

 
Funding agreements are investment contracts sold to domestic and international institutional investors.  The terms of 
the funding agreements do not give the holder the right to terminate the contract prior to the contractually stated 
maturity date.  Consistent with past years, no funding agreements have been issued with put provisions or ratings-
sensitive triggers.  Currency swaps are employed to eliminate foreign exchange risk from all funding agreements 
issued to back non-U.S. dollar denominated notes.  Assets received for funding agreements may be invested in the 
general account of the Company.   
 
Under most of the Company’s funding agreement programs, the Company creates an investment vehicle or trust for 
the purpose of issuing medium-term notes to investors.  Proceeds from the sale of the medium-term notes issued by 
these unconsolidated affiliates are used to purchase funding agreements from the Company.  The payment terms of 
any particular series of notes are matched by the payment terms of the funding agreement securing the series.   
 
In 2012, the Company issued a $500 million funding agreement-backed medium term note with a 5-year maturity 
and a 2% fixed coupon rate. 
 
b. Additional liability for annuity contracts 
 
Certain variable annuity contracts include additional death or other insurance benefit features, such as guaranteed 
minimum death benefits (GMDBs), guaranteed minimum income benefits (GMIBs), guaranteed minimum 
accumulation benefits (GMABs) and guaranteed minimum withdrawal benefits (GMWBs).  In general, these benefit 
guarantees require the contract or policyholder to adhere to a company-approved asset allocation strategy.  Election 
of these benefits on annuity contracts is generally only available at contract issue.   
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The following shows the liabilities for guaranteed minimum death, income, accumulation and withdrawal benefits 
(in millions): 
 

Liability as of January 1, 2011 488$          
Incurred guarantee benefits in 2011 321            
Paid guarantee benefits in 2011 (4)              

Liability as of December 31, 2011 805            
Incurred guarantee benefits through June 2012 (38)            
Paid guarantee benefits through June 2012 (2)              

Liability as of June 30, 2012 765$          

 
The following summarizes the account values, net amount at risk and weighted average attained age for variable 
annuity contracts with guaranteed minimum death, income, accumulation and withdrawal benefits classified as 
policyholders’ reserves and separate account liabilities.  The net amount at risk is defined as the minimum guarantee 
less the account value calculated on a policy-by-policy basis, but not less than zero. 
 

Net Weighted Net Weighted 
Account Amount Average Account Amount Average

Value at Risk Attained Age Value at Risk Attained Age

Annuity:
GMDB 9,448$    123$       62 9,039$    224$     62
GMIB 4,127      712         63 4,010      822       62
GMAB 1,712      31           57 1,555      53         57
GMWB 202         15           66 195         17         66

($ In Millions)

December 31, 2011June 30, 2012

 
12. Debt 
 
No significant changes.   
 
13. Employee benefit plans 
 
Through June 30, 2012, $20 million was contributed to the Company’s qualified pension plan.  Subsequent to June 
30, 2012, an additional $11 million was contributed to the Company’s qualified pension plan. 
 
14. Employee compensation plans 
 
No significant changes. 
 
15. Federal income taxes 
 
As discussed in Note 3a "Adoption of new accounting standards," the Company implemented a new standard in 
2012 pertaining to accounting requirements for income taxes, SSAP No. 101.  Based on the RBC Reporting Entity 
Table, the Company continues to admit DTAs using the 3 years/15 percent of surplus admission rule.  The Company 
has concluded that there is no cumulative effect of adopting this standard. 
 
As of the six months ended June 30, 2012, the Company’s net admitted DTA decreased by approximately $195 
million from December 31, 2011.  This was due mainly to an increase in gross DTLs related to investment items. 
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The Company is currently in litigation with the federal government regarding the timing of the deduction for 
certain policyholder dividends for tax years 1995 to 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 on tax 
years 1995-1997 was reflected in the Company’s financial statements as of December 31, 2011.  In the first quarter 
of 2012, the Company completed its analysis of the effect of this decision on post 1997 tax years, and recorded an 
additional federal income tax benefit of $77 million in the Condensed Statutory Statements of Income, with a net 
increase of $15 million to surplus. 
 
16. Transferable state tax credits 
 
No significant changes. 

 
17. Business risks, commitments and contingencies 

 
a. Risks and uncertainties 
 
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.  Housing prices moved sideways for several years but recently 
have shown signs of forming a solid bottom.  Liquidation rates and foreclosure resolutions remain low but 
management is starting to see ‘cash buyers’ come in to buy homes as they sense the bottom is at hand.  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 and the scarcity of paper due to a lack of new issuance.  Liquidity has improved 
most for higher quality bonds with predictable cash flows while there is still a dearth of liquidity for the most 
distressed securities.    
 
The second quarter of 2012 saw a continuation of the Eurozone crisis, with two Greek elections, the bailouts of 
Spanish banks and finally a European Union summit meeting which agreed to a roadmap for broader Eurozone 
banking and fiscal coordination. Even against this backdrop, the average secondary price of leveraged loans in 
Europe was marginally up from the previous quarter. 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. 
 
As of June 30, 2012, the Company’s general account held securities issued by entities domiciled within Italy, 
Ireland, Portugal and Spain which collectively accounted for less than 1% of invested assets.  These holdings are 
highly diversified and over 80% 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. 
 



MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
NOTES TO CONDENSED STATUTORY FINANCIAL STATEMENTS, continued 

(UNAUDITED) 
 

F-30 

Current market conditions continue to be a factor in the Company’s mortgage loan portfolio.  Market volatility and 
slower growth were all anticipated coming into this year and despite the uneven nature of the recovery, current 
indicators and trends are positive.  Real estate fundamentals track closely with the U.S. economic indicators.  The 
pace of recovery in the office, industrial and retail sectors will slow in reaction to slower job growth while apartment 
and hotel market fundamentals appear sound.  Investors’ interest remains focused on stabilized core assets in 
‘gateway’ markets.   Risks to the portfolio continue to be the macro domestic and global economic environment and 
their impact on the recent positive trends for real estate fundamentals.  The Company continues to monitor 
employment and housing statistics and their possible influence on a U.S. recession as well as global economic 
indicators and sovereign debt concerns. 
 
b. Litigation 
 
The Company is involved in litigation arising in and out of the normal course of business, which seeks both 
compensatory and punitive damages.  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, 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.  In June 2012, the U.S. District Court for the Southern 
District of New York granted defendants’ motion to dismiss the appeals. The district court’s order remains subject to 
further appeal.  The settlement, if affirmed on appeal, will not have a significant financial impact on the Company.  
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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 vigorously defend 
itself.  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. 
 
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 January 2012, the court granted a stipulated scheduling and discovery order in these actions.  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) policy issued by the Company.  The plaintiff alleges, among other things, fraud, breach of 
contract and breach of fiduciary duty claims against the Company, and it seeks to recover losses arising from 
investments pursuant to the BOLI policy.  The Company believes it has substantial defenses and will continue to 
vigorously defend itself in this action.  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. 
 
c. 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. 
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18. Withdrawal characteristics 
 
No significant changes. 
 
19. Presentation of the Condensed Statutory Statements of Cash Flows 
 
As required by SSAP No. 69 “Statement of Cash Flows,” the Company has included in the Condensed Statutory 
Statements of Cash Flows non-cash transactions primarily related to the following: 
 

Six Months
Ended Year Ended 

June 30, December 31,
2012 2011

Bank loan rollovers 1,179$             1,716$           
Bond conversions and refinancing 279                  734                
Other invested assets stock distribution 25                    4                    
Mortgages converted to other invested assets 23                    180                
Interest capitalization for long-term debt 3                      4                    
Net investment income payment-in-kind bonds 1                      2                    
Stock conversion  -                       106                
Dividend reinvestment -                       4                    

(In Millions)

 
The bank loan rollovers represent transactions processed as the result of rate resets on existing bank loans and are 
included in the proceeds from investments sold, matured or repaid on bonds and cost of investments acquired for 
bonds on the Condensed Statutory Statements of Cash Flows.  
 
20. Subsequent events 
 
The Company has evaluated subsequent events through August 8, 2012, the date the financial statements were 
available to be issued, and no events have occurred subsequent to the balance sheet date and before the date of 
evaluation that would require disclosure.    
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21. 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 June 30, 
2012: 
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