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Valuation Standard for Exhibit 6, Section A, Line 2    

Annual Statement for the Year 2012 of the Genworth Life Insurance Company  

      

      

Product Description Issue Years Morbidity Mortality Interest Method/Basis 

      

L ong  T erm  C are 1 9 7 6  –  1 9 7 9  O w n E x perience 5 8  C S O  4 .0 0 %  2  Yr Prelim inary T erm  

 1 9 8 0  –  1 9 8 3  O w n E x perience 5 8  C S O  4 .5 0 %  2  Yr Prelim inary T erm  

 1 9 8 4  –  1 9 8 5  O w n E x perience 8 0  C S O  6 .0 0 %  2  Yr Prelim inary T erm  

 *  1 9 8 6  O w n E x perience 8 0  C S O  6 .0 0 %  2  Yr Prelim inary T erm  

 *  1 9 8 7  - 1 9 9 1  O w n E x perience 8 0  C S O  5 .5 0 %  1  Yr Prelim inary T erm  

 *  1 9 9 2  O w n E x perience 8 3  G A M 5 .5 0 %  1  Yr Prelim inary T erm  

 *  1 9 9 3  - 1 9 9 4  O w n E x perience 8 3  G A M 5 .0 0 %  1  Yr Prelim inary T erm  

 *  1 9 9 5  –  2 0 0 5  O w n E x perience 8 3  G A M 4 .5 0 %  1  Yr Prelim inary T erm  

 *  2 0 0 6  –  2 0 1 2  O w n E x perience 9 4  G A M 4 .0 0 %  1  Yr Prelim inary T erm  

H ospital Indem nity  A ll 5 6  Interco H osp/S urg  5 8  C S O  3 .0 0 %  2  Yr Prelim inary T erm  

      

*  A lso includes an assum ption for v oluntary lapsation.    
 



������������	����
�����������������
�������������������������� ��!�"#��$

����������	�
�������������������
�

����%

�

���������&
���������!����� ��

'

����������!������

(

��##%�"����%�
!����� ��

)
*�+�&��&�

�  �"�%����������
�����&�

,
-��"��"���&�

�����
*�#�����
��&�

�. /�%�� ���������0�1�����1��������$����0��������������� �� �������������	 ��
�
�������
	 ����������
��	 ����������
	 
	 
	

�. *�#�������� ��+�&�&����1�����$���� �����������	 	 �
������
��	 ���������
	 	 	

'. ��+���"����������1�� ��&���&���������  ����� �
�������
�	 �����
����	 ����������	 �������

	 	 	

(. ���������� ���1����������+��� ����������� 	 ��������
�� �������
�� 	 	

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

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

2. ����������&����������&����%�#�$"����� �����������	 ��������

	 �����������	 �����
�
�
	 	 	

3. ��������������������������4���"5���#�������  ������ 
	 	 	 	 	 	

6. /�%�� �����������&���� �������$����0��������������� ��4�������7�7'7(8)8,82835� �������������	 ��
��������
�	 ��������
����	 ��
���
����	 
	 
	

��. ��������� ��0�%�� ���������0�1�����1��������$���� �
��������
� 
	 �
���������� �������� 
	 
	

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

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

�'. ��������� ��0�%�� �����������&��������$����4��������7��8��5� ������������ 
	 ������������ �
����� 
	 
	

�(. ����0�%�� �����������&���� �������$������������������� ��4������6�7��'5 �������������	 ��
��������
�	 �����������	 ��
��������	 
	 
	

�

��
)



������������	����
�����������������
�������������������������� ��!�"#��$

����������	�
�������������������

�����������������
�����
��
�������	������������������
 !!"���#"�!

� � ��%����$ & ����# �  �%������%���'��

����' ��%������'�����

(

������������ �

)

��%�*�%��'����������

+
��##'�"�����$�

!����� ��
!��%��������,����#�
��%���%�*�%��'-

.

������������ �

/

���������

0

����#

��
!��%���,����#���%�

��%�*�%��'-

��

�����

�1 2�����%���#��%3

�1��2��� �� ���������� �� ������� ��	
	����� ���������� �� �� �������� �� �� ��

�1����������� ������"�%� ������� �� �� ������� �� �� �� �� �� �� ��

�1(���������� �� �%�%� 	���
����� �� ������� 	���	����� �� �� �� �� �� �� ��

�1)����� �������
�� �� �� ���	��	��� ���������� �� �� �������� �� �� ��

�1 ��� �������������'�"���3

�1���������%� �1���2��� �� �� �� �� �� �� �� �� �� �� �� ��

�1������������ ������"�%� �� � � � � � � � � � �

�1�(���������� �� �%�%� �� � � � � � � � � � �

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

�1�������� �1���2��� �� 
��

������ �� 		�	������� �� �� �� �� �� ����
��

� �� �����������

�1������������ ������"�%� ����	������ �� 
���	����� �� �� �� �� �� ��
����� �� 	����������

�1�(���������� �� �%�%� 
������
��� �� 	���������� �� �� �� �� �� ������

�� �� �������

��

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

(1 �� ����%�4�������#����%3

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

(1����������� ������"�%� 		��������� �� ��
����
�� �� �� �� �� �� ����
�� �� 	���	������

(1(���������� �� �%�%� �����
��	�� �� ��������	� �� �� �� �� �� ��	�����
� �� �����������

(1)����� 
��		�

	� �� ,4- ���������� ,4- �� �� ,4- �� ,4- �� �� ,4- 
���	��� ,4- �� ,4- �������	
�

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

)1����������� ������"�%� ���������
� �� ���	����		� ������� �� �� �� �� �������� �� �����	�����

)1(���������� �� �%�%� �	��
	������ �� �����	�
��� 	���	����� �� �� �� �� ���������� �� 
����
��	��

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

����� �� ����	��	�	�

,�-��� '�%��5�"�����%���%��"�����,4�������5��������%������'�#������%��"����-���#��%��"������5����6� �� ����!�'�"���7�6� �� ����!�'�"��(���%�6 �� ����!�'�"��.1

,4-��� '�%����'$�#����������%���4�'��$���%��  �%������%����'��� '��"�'��4�'�������##'� �4'���������"�%�8�  ���%8�4�������1������*���,�� '�%��5���������� ������"�%���%����������������� �� �%�%-��������  ���%�4��������������%����$������������� ��6� ��

��%�*�%��'�����������6� ��7�!��%��������,����#���%���%�*�%��'-�6� ��7���%�����#������6� ��7������� '�%�%����9�5��(7�������7�,�����:��4���+7��� ��������2���4�'��$�2���4'�%���*��-;���%���������#��  �%������%���'���6� ��

!��%���,����#���%���%�*�%��'-��  �%������%���'���6 ��7���%��������  �%������%���'���6 �� ������� '�%�%����9�5��(7��������,�����:��4���&7�!'��"������*�-1

��
&



������������	����
�����������������
�������������������������� ��!�"#��$

����������	�
�������������������

�����������������
�����
��
�������	��������������������� �!�

� � ��%����$ & ����# �  �%������%���'��

����'
��%������'�����

(�)

*
������������ �

(+)

,

��%�-�%��'����������

.
��##'�"�����$�

!����� ��
!��%��������(����#
��%���%�-�%��')

/
������������ �

( )

0

���������

1

����#

��
!��%���(����#
��%���%�-�%��')

��

�����

�2 ����'�"�����3����4���������5

�2��3��� �� �����������	
� �� �����	������ ��	��������� ����������� �� 
������	�	� �������	��� �
	�
������� �� ���
��

������

�2����������� ������"�%� �
���
������ �� ����������� ����������� �� �� �� �� ����
����� �� 
���	�������

�2*���������� �� �%�%� ����	�����		�� �� ��	��������� ���������
�� �� �� ��	����
�� ������� ������������ �� ��������
���

�2,����� (%) 	����	������ �� 
����	����� �����	������ ����������� �� 
���������� ����������� ����������� �� �
���	������

�2 ���+�'��$�3� �"+���*�6� �������
$�������"�7�����5

�2��3��� �� ������������ �� ���
	��	
�� ������
��� ��	�
��
�� �� �� ������	� 	��������� �� �
���������

�2����������� ������"�%� �����	��
�� �� ����
	����� �	����� �� �� �� �� 
�����
� �� ���
�������

�2*���������� �� �%�%� ��
���	�
��� �� 
��
������� ��	
������ �� �� �� �� ��
���	�	� �� �������	���

�2,����� ����	������ �� ���������� ����	����� ��	�
��
�� �� �� ������	� ���������� �� 
��
����	��

*2 �"�������� �-���+'�����"�
�����������3� �"+���*�6� �������
$���� ����
	
�	
�� �� ����
��	�� ����
�	��� �� �� ���
����
� �� ���
	������ �� �	������
�	�

,2 ���+�'��$�3� �"+���*�6�#�����$���5

,2��3��� �� ������������ �� 
�������
�� ����	��
�� ��
�
����� �� 
�
������� ������
� ������
�	� �� �
���
�����

,2����������� ������"�%� �����
����� �� ����������� ��
����� �� �� �� �� �	���
�� �� 
	���������

,2*���������� �� �%�%� ������������ �� 

��
������ ���������� �� �� �� �� ��	
���

� �� ���
����
��

,2,����� ���		
����� �� ��������
� ��������	� ��
�
����� �� 
�
������� ������
� ������

�� �� �����������

.2 �"�������� �-���+'�����"�
�����������3� �"+���*�6�#�����
$���� ��	���
��
�� � ���������� ������	��� � � � � �
���������� � �
���������

&2 �� ����%�8�������

&2��3��� �� �������������� �� ��	�����	��� ��	���	����� ���������
� �� 

���	����� ����������� ������������ �� ��������
�
	��

&2����������� ������"�%� ������������ �� ����������� �������
��� �� �� �� �� ���������� �� 
�
�
	���
��

&2*���������� �� �%�%� �������������� �� ������������ ��	��������� �� �� �������	�� ������� ���
�	����� �� 	�����������

&2,���� 	���	������� �� 
��������	� ������������ ���������
� �� �	��������� �����
����� �	������
�� �� �	���
��
���

(�)��� '�%��4�"�����%���%��"�����(+�������4��������%������'�#������%��"����)��"������4����9� �� ����������2�6�9 �� ����������2,2

�� 9 �� ���������&2�6���%�9 �� ���������&2,2

(+)��� '�%��4�"�����%���%��"�����(+�������4��������%������'�#������%��"����)��"������4����9� �� ����������2�6�9 �� ����������2,2

�� 9 �� ���������&2�6���%�9 �� ���������&2,2

( )��� '�%��4�"�����%���%��"�����(+�������4��������%������'�#������%��"����)��"������4����9� �� ����������2�6�9 �� ����������2,2

�� 9 �� ���������&2�6���%�9 �� ���������&2,2

(%)��� '�%���9� 
���
������ �#��"��"�����-�%���%�������'���%�#��"������%���+�'��$�+�������2

�

��
/



������������	����
�����������������
�������������������������� ��!�"#��$

���������	�
�
��������������
�

!����������������%�
����&"����&�������

�

'��������������%�
����&"����&�������

(
!���)���������%�

����&"����&��������
*!�%+���,�!�%+��-

�+ .��&��*� ��&�%��/-� � ������� �������

�+ ��� 0��*� ��&�%��/-1

�+��'�������&���� 0�� � � ��

�+��!�""������ 0�� � � ��

(+ 	���)�)��%�����������%��������*� ��&�%��.-1

(+��
�����%����� � � ��

(+�������������������%���� � � ��

2+ ���%��������*� ��&�%���-1

2+��'��#��������  �#��&�3$����� �"#��$� � � ��

2+��'��#���������%&���������#��&� ���������� �"� � � ��

2+(�'��#���������%&�������%�� � � ��

4+ !����*� ��&�%����,�'�����-5� �����6��7�%�����*� ��&�%����,�'�����-���&������,���"���7���"�����
*� ��&�%��/�-� � � ��

8+ !����� ��%����� 	��	
����� 	��������� 	�	�����

9+ /���7���7���*� ��&�%��/.-� �������� � ��������

:+ ��������7����&��������*� ��&�%��.�-� 	������
		� � 	������
		�

;+ �� ��7�3%��������� �������� � 		������ 		������

��+ �� ��������%��&��)�����7����&� �%%�����%��������*� ��&�%��/�-� � � ��

��+ �))��)���������,����������7����&�������� �� �� ��

��+ ��3����%�5� ������&���7����&��������*�������������-� 	���
��
�
� 	��	������ 	��������	�

�(+ ���%��#%�����*�������%�������������%$-� � � ��

�2+ ��7���"������ �"��&�����&��  ���&� � � ��

�4+ '��"��"����&� ����&��������1

�4+���� �%%� ��&�#��"��"����&��)����<�3�%�� ���������� ��������� �%%� ����� 	���
��
��� ����
����� ��	�����	�

�4+��/������&�#��"��"�5��)����<�3�%�� �����&������%%"�����3��0�&�3���&������&���&�����$���&��� � � ��

�4+(��  ���&�������#� ��7��#��"��"�� � � ��

�8+ ��������� �1

�8+���"�������� �7���3%�����"������������ 		�������
� 		���	����� �
���	��

�8+��
��&����%&�3$����&�#�����&��������������&� �"#������ � � ��

�8+(��������"�������� ��7�3%����&������������ �� ����� ��� ���������� ��	�����	� 	
����
�

�9+ �"�������� ��7�3%����%����)������������&�#%���� � � ��

�:+� !���������&���%���&������)���� �"����=��� �7���3%����&������������������ � � ��

�:+� ����&������&���=������� � � ��

�;+ �������$����&���� ��7�3%��������&�#����� � � ��

��+ �%� ����� �&����#�� �����)��6��#"������&���������� ����������� ��������
�� ��
�������

��+ 
�����������&��6��#"���5��� %�&��)����%��� ����&�%�7��$�������� ���	
�� ������
� 	����	��

��+ �����&>���"����������������&�%��3�%������&�����������)���= ���)�������� � � ��

�(+ �� ��7�3%������"�#�����5���3��&���������&�����%������ � � ��

�2+ ��%��� ������&��������"�������� ��7�3%�� � � ��

�4+ �))��)���������,���������������������7����&�������� 	
���	����� 	
��������� ��������

�8+ ����%���������= %�&��)���#�������  �����5���)��)���&��  ��������&�'���� ��&�!�%%��  ������
*�������������4-� �
�	�
����� ����

��
�� �	���������

�9+ 
��"���#�������  �����5���)��)���&��  ��������&�'���� ��&�!�%%��  ������ � � ��

�:+ ����%�*�������8���&��9- �
�	�
����� ����

��
�� �	���������

��������	��������
�

����+ �

����+ �

���(+ �

��;:+ ��""��$������"�����)������,�������������������"��7���%���#�)�� �� �� ��

��;;+ ����%��*�������������������(�#%�����;:-*���������3�7�- �� �� ��

�4��+ ������������������ ���	����
� �������	�� �	
���
�

�4��+ ����������������������� ����
��	�� ��
������� 
������

�4�(+ ����� ��!��������������� ��
����� ��
����� ��

�4;:+ ��""��$������"�����)������,��������������4����"��7���%���#�)�� ��

��
��� ���������� ��������

�4;;+ ����%��*�������4���������4�(�#%����4;:-*������4��3�7�- 	
���	����� 	
��������� ��������

�

��:



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE  Genworth Life Insurance Company

 19 

 
 
 

NOTES TO THE FINANCIAL STATEMENTS 

 

 

 
Note# Description Page # 
 
1 Summary of Significant Accounting Policies ...................................................................... 19.1  

2 Accounting Changes and Corrections of Errors ................................................................. 19.2 

3 Business Combinations and Goodwill ............................................................................... 19.3 

4 Discontinued Operations .................................................................................................. 19.3 

5 Investments ..................................................................................................................... 19.3  

6 Joint Ventures, Partnerships and Limited Liability Companies ............................................ 19.13 

7 Investment Income ........................................................................................................... 19.13 

8 Derivative Instruments ...................................................................................................... 19.13 

9 Income Taxes .................................................................................................................. 19.14  

10 Information Concerning Parent, Subsidiaries and Affiliates ................................................ 19.19 

11 Debt ................................................................................................................................ 19.20 

12 Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated 
Absences and Other Postretirement Benefit Plans ............................................................ 19.21 

13 Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations .............................. 19.21 

14 Contingencies .................................................................................................................. 19.22 

15 Leases............................................................................................................................. 19.25 

16 Information About Financial Instruments With Off-Balance Sheet Risk And Financial 
Instruments With Concentrations of Credit Risk ................................................................. 19.25 

17 Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities ............ 19.26 

18 Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of 
Partially Insured Plans ...................................................................................................... 19.26 

19 Direct Premium Written/Produced by Managing General Agents/Third Party 
Administrators .................................................................................................................. 19.26 

20 Fair Value Measurement ………………………………………………………………………….  19.27 

21 Other Items ...................................................................................................................... 19.29 

22 Events Subsequent .......................................................................................................... 19.31 

23 Reinsurance .................................................................................................................... 19.32 

24 Retrospectively Rated Contracts & Contracts Subject to Redetermination .......................... 19.33 

25 Change in Incurred Losses and Loss Adjustment Expenses .............................................. 19.33 

26 Intercompany Pooling Arrangements ................................................................................ 19.33 

27 Structured Settlements ..................................................................................................... 19.33 

28 Health Care Receivables .................................................................................................. 19.33 

29 Participating Policies ........................................................................................................ 19.33 

30 Premium Deficiency Reserves .......................................................................................... 19.33 

31 Reserves for Life Contracts and Annuity Contracts ............................................................ 19.33 

32 Analysis of Annuity Actuarial Reserves and Deposit Type Liabilities by Withdrawal 

 Characteristics ................................................................................................................. 19.34 

33 Premium & Annuity Considerations Deferred and Uncollected  .......................................... 19.35 

34 Separate Accounts ........................................................................................................... 19.35 

35 Loss/Claim Adjustment Expenses ..................................................................................... 19.37 

  



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE  Genworth Life Insurance Company

 19.1 

 
 
 

NOTES TO THE FINANCIAL STATEMENTS 

 

 

NOTE #1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Accounting Practices: 

The accompanying statutory financial statements of Genworth Life Insurance Company (the “Company”) have been 
prepared on the basis of accounting practices prescribed or permitted by the State of Delaware Department of 
Insurance (the “Delaware Department”). 

The State of Delaware requires insurance companies domiciled in the state to prepare their statutory financial 
statements in accordance with the National Association of Insurance Commissioners’ (“NAIC”) Accounting Practices 
and Procedures Manual (“NAIC SAP”) subject to any deviations prescribed or permitted by the Delaware 
Department. 

A reconciliation of the Company’s net income and capital and surplus between NAIC SAP and practices prescribed 
or permitted by the Delaware Department is shown below: 

 
State of 
Domicile 

 
2012 

 
2011 

NET INCOME      
(1) Company state basis (Page 4, Line 35, 

Columns 1 & 2) DE $ 200,975,037 $ 22,919,662 
(2) State Prescribed Practices that 

increase/(decrease) NAIC SAP: DE  -  - 
(3) State Permitted Practices that 

increase/(decrease) NAIC  SAP: DE  -  - 
(4) NAIC SAP  (1-2-3=4) DE $ 200,975,037 $ 22,919,662 
SURPLUS      
(5) Company state basis (Page 3, Line 38, 

Columns 1 & 2) DE $ 3,410,535,235 $ 3,097,315,701 
(6) State Prescribed Practices that 

increase/(decrease) NAIC SAP: DE  -  - 
(7) State Permitted Practices that 

increase/(decrease) NAIC SAP: DE  -  - 
(8) NAIC SAP  (5-6-7=8) DE $ 3,410,535,235 $ 3,097,315,701 
 
 

B. Use of Estimates in the Preparation of the Financial Statements 

The preparation of financial statements in conformity with NAIC SAP requires management to make estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses.  It also requires 
estimates in the disclosure of contingent assets and liabilities.  Actual results could differ from these estimates. 

C. Accounting Policy 

Scheduled life premiums are recognized as income over the premium-paying period of the related policies. Flexible 
and single premiums and annuity considerations are recognized as revenue when received. Health premiums are 
earned ratably over the terms of the related insurance and reinsurance contracts or policies. Expenses incurred in 
connection with acquiring new insurance business, including acquisition costs such as sales commissions, are 
charged to operations as incurred. 

In addition, the Company uses the following accounting policies: 

(1) Short-term investments are stated at amortized cost, which approximates fair value. 

(2) Bonds not backed by other loans are stated at amortized cost using the scientific method except where the 
NAIC designation has fallen to 6 and fair value has fallen below amortized cost, in which case they are carried 
at fair value. 

(3) Common stocks of unaffiliated companies are carried at fair value.  

(4) Preferred stocks are carried at amortized cost except where the NAIC designation is 4 or below and the fair 
value has fallen below amortized cost, in which case it is carried at fair value.   

(5) Mortgage loans are carried at amortized cost and policy loans are stated at their aggregate unpaid balances. 

(6) Loan-backed bonds and structured securities (“LBaSS”) other than non-agency residential mortgage-backed 
securities are stated at amortized cost using the scientific method except where the NAIC designation has fallen 
to 6 and the fair value has fallen below amortized cost, in which case they are carried at fair value.  Amortization 
of LBaSS is based on prepayment assumptions that are updated at least annually.  Significant changes of 
estimated cash flows from original purchase assumptions are accounted for using the retrospective adjustment 
method for all such securities except for securities for which the Company recorded other-than-temporary 
impairment charges.  In such instances, the prospective method is used. 

(7) Investments in the common stock of subsidiary controlled and affiliated (“SCA”) insurance companies are 
carried at the Company’s proportional share of the statutory capital and surplus of the subsidiary. Noninsurance 
SCAs are carried at the U.S.  Generally Accepted Accounting Principles (“U.S. GAAP”) equity of the investee, 
adjusted for unamortized goodwill. 
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(8) The Company has interests in joint ventures, partnerships or limited liability companies, which are carried based 
on the underlying audited U.S. GAAP equity of the investee. 

(9) Derivative instruments that are effective hedges are carried at values consistent with the hedged items. Hedges 
of fixed income assets and/or liabilities are valued at amortized cost. Hedges of items carried at fair value are 
valued at fair value. The statement value of foreign currency hedges is carried separately from the statement 
value of the foreign currency assets that are being hedged. Derivatives that cease to be effective hedges are 
valued at fair value. 

(10) The Company does not anticipate investment income as a factor in the premium deficiency calculations. 

(11) Unpaid losses and loss adjustment expenses include an amount determined from individual case estimates and 
loss reports and an amount, based on past experience, for losses incurred but not reported. Such liabilities are 
necessarily based on assumptions and estimates and while management believes the amount is adequate, the 
ultimate liability may be in excess of or less than the amount provided. The methods for making such estimates 
and for establishing the resulting liability are continually reviewed and any adjustments are reflected in the 
period determined. 

(12) The Company did not modify its capitalization policy from the prior year. 

(13) The Company does not have any pharmaceutical rebate receivables.   

 

NOTE #2: ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS 

Accounting Changes 

On January 1, 2012, the Company adopted Statements of Statutory Accounting Principles (“SSAP”) No. 101, 
Income Taxes, A Replacement of SSAP No. 10R and SSAP No. 10 (“SSAP No. 101”).   SSAP No. 101 changed the 
accounting for income taxes by modifying the deferred tax asset admissibility criteria and calculation components.   
It also contained new provisions for accounting for tax loss contingencies under a modified version of SSAP No. 
5(R), Liabilities, Contingencies and Impairment of Assets – Revised (“SSAP No. 5(R)”). The adoption of SSAP No. 
101 had no impact on the Company’s net income or capital and surplus.          

On December 31, 2011, the Company adopted SSAP No. 5(R), which provides new accounting guidance for 
guarantee contracts, including certain guarantees issued on behalf of related parties. The adoption of SSAP No. 
5(R) did not have an impact on the Company’s net income or capital and surplus. 

On January 1, 2011, the Company adopted changes to SSAP No. 43(R), Loan-Backed and Structured Securities-
Revised (“SSAP No. 43(R)”) that expand the definition of loan-backed and structured securities. As a result, more 
securities are subject to the accounting and disclosure requirements of SSAP 43(R). The adoption of SSAP No. 
43(R) did not have a material impact on the Company’s net income or capital and surplus. 

Correction of Errors 

During 2012, the Company recorded a prior period correction related to premium accruals and reserves on the 
Company’s long-term care insurance (“LTCI”) business.  To record the correction, the Company increased 
uncollected premiums and agents’ balances in the course of collection by $803,424 and commissions to agents due 
and accrued by $488,499, decreased aggregate reserve for accident and health contracts by $17,037,557 and 
premiums and annuity considerations for life and accident and health contracts received in advance by $3,092,736,  
with an offsetting increase to unassigned surplus of $20,445,218, in accordance with SSAP No. 3, Accounting 
Changes and Corrections of Errors (“SSAP No. 3”). 

During 2012, the Company recorded a prior period correction to its guaranty fund assessment expenses.  To record 
the correction, the Company decreased guaranty fund assessment expenses by $5,943,691 with an offsetting 
increase to unassigned surplus, in accordance with SSAP No. 3. 

During 2012, the Company recorded a prior period correction to its reinsurance reserves.   To record the correction, 
the Company decreased the reinsurance reserve by $3,247,508 with an offsetting increase to unassigned surplus, 
in accordance with SSAP No. 3. 

During 2011, the Company recorded two prior period corrections to its current Federal income taxes (“FIT”) payable.  
The first correction, related to a tax contingency balance, increased the FIT liability by $7,871,300 with an offsetting 
decrease to unassigned surplus.  The second correction is related to a correction of the tax impact from the sale of 
Genworth Seguros Mexico, S.A. de C.V., (“Genworth Seguros”), on September 30, 2009.  To record this correction, 
the Company decreased the FIT current payable by $11,779,011 with an offsetting increase to unassigned surplus.  
Both corrections were recorded, in accordance with SSAP No. 3. 

During 2011, the Company recorded a prior period adjustment to its ceded term life insurance reserves related to a 
treaty with its subsidiary, GLAIC. As a result of the error, the Company's ceded reserves were understated by 
$2,540,252 as of December 31, 2010.  To correct the ceded statutory reserves, the Company increased ceded 
reserves by $2,540,252 and increased unassigned surplus, in accordance with SSAP No. 3. 

During 2011, the Company recorded a prior period correction related to an allocation of branding expenses.  To 
record the correction, the Company decreased general insurance expenses due and accrued by $1,293,567 with an 
offsetting increase to unassigned surplus, in accordance with SSAP No. 3. 

During 2011, the Company recorded a prior period correction to its interest on funds withheld related to a treaty with 
Brookfield Life and Annuity Insurance Company Limited (“BLAIC”)  due to an error in recording interest on funds 
withheld related to prior years.  As a result of the error, the Company's interest on funds withheld was understated 
by $34,300,657 as of December 31, 2010.  To record the correction, the Company increased its other amounts 
payable on reinsurance by $34,300,657 with an offsetting decrease to unassigned surplus, in accordance with 
SSAP No. 3. 

During 2011, the Company recorded a prior period correction to its commissions and expense allowances accounts 
on reinsurance ceded related to a treaty with BLAIC due to an error in recording these expenses in prior years.  As a 
result of the error, the Company's expenses were overstated by $18,097,281 as of December 31, 2010.  To record 
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the correction, the Company increased its other amounts receivable under reinsurance contracts by $18,097,281 
with an offsetting increase to unassigned surplus, in accordance with SSAP No. 3. 

During 2011, the Company recorded a prior period correction to its statutory reserves for the term life insurance 
product.   As of December 31, 2010, the reserves were overstated in the amount of $5,314,239.  To record the 
correction, the Company decreased net reserves by $5,314,239 with an offsetting increase to unassigned surplus, in 
accordance with SSAP No. 3. 

During 2011, the Company recorded a prior period correction to its statutory reserves for its LTCI product.   As of 
December 31, 2010, the reserves were overstated in the amount of $24,715,951.  To record the correction, the 
Company decreased net reserves by $24,715,951 with an offsetting increase to unassigned surplus, in accordance 
with SSAP No. 3. 

 

NOTE #3: BUSINESS COMBINATION AND GOODWILL 

A. Statutory Purchase Method 

The Company did not engage in any acquisitions during the statement year.  

B. Statutory Merger 

The Company was not part of a statutory merger during the statement year. 

C. Assumption Reinsurance 

The Company did not enter into any assumption reinsurance agreements during the statement year. 

D. Impairment Loss 

The Company did not recognize any goodwill impairment losses from business combinations or goodwill during the 
statement year. 

 

NOTE #4: DISCONTINUED OPERATIONS 

The Company did not have any discontinued operations during the statement year. 

 

NOTE #5: INVESTMENTS 

A. Mortgage Loans Including Mezzanine Real Estate Loans. 

(1) The maximum and minimum lending rates for mortgage loans during 2012 were: 7.8% and 3.75%, respectively.  
There were 59 new mortgage loans originating in 2012. 

(2) During 2012, the Company reduced interest rates of outstanding mortgage loans as follows:  

5%    $3,250,669,            number  1 

3%    $17,399,586,           number 1 

2%    $4,007,892,            number  1 

1%    $15,329,644,            number  6 

Explanation of the above table: 
Percentage is the reduction in interest rates; 
Dollar value is the carrying value of the mortgage loans impacted; and 
Number is the number of outstanding loans that had the reduction in interest rates. 

(3) The maximum percentage of any one loan to the value of security at the time of the loan, exclusive of insured, 
guaranteed or purchase money mortgages, was 75%. 

  Current Year Prior Year
(4) As of year end, the Company held mortgages with interest more than     

180 days past due with a recorded investment, excluding accrued interest: $                  - $                  -
    

a. Total interest due on mortgages with interest more than 180 days past due - -
    

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

    
(6) Current year impaired loans with a related allowance for credit losses:   

a. Related allowance for credit losses - -
    

(7) Impaired mortgage loans without an allowance for credit losses - 2,448,423
    

(8) Average recorded investment in impaired loans - 2,448,423
    

(9) Interest income recognized during the period the loans were impaired - -
    

(10) Amount of interest income recognized on a cash basis during the year   

the loans were impaired                        - -
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  Current Year Prior Year
(11) Allowance for credit losses:   

a. Balance at beginning of year $                  - $                  -

b. Additions charged to operations - -
c. Direct write-downs charged against the allowances - -
d. Recoveries of amounts previously charged off - -
e. Balance at end of year 

- -
(12) The Company recognizes interest income on its impaired loans upon receipt. 

B. Debt Restructuring 

There was no debt restructuring during the statement year. 

C. Reverse Mortgages 

The Company does not have any reverse mortgage investments. 

D. Loan-Backed Securities  

(1) Prepayment assumptions for mortgage-backed/asset-backed structured securities were obtained from broker 
dealer survey values or internal estimates. 

(2) The Company had no loan-backed securities with recognized other-than-temporary impairments (“OTTI”) where 
the Company has the intent to sell or does not have the intent and ability to retain the investment for a period of 
time sufficient to recover the amortized cost basis as of December 31, 2012: 

(3) The following table presents information about loan-backed securities with recognized OTTI as of December 31, 
2012: 

Cusip 

Book/adjusted 
carrying value 
amortized cost 
before current 

period OTTI 

Present 
value of 

projected 
cash flows 

Recognized other-than-
temporary impairment 

Amortized 
cost after 

other-than-
temporary 
impairment 

Fair value 
at time of 

OTTI 

Date of financial 
statement where 

reported 
02660UAA8 $      14,988,406  $14,988,406  $                                      -  $14,988,406  $  7,300,202  September 30, 2009 
04542BHN5 4,215,967  4,215,967  -  4,215,967  4,816,990  September 30, 2009 
05946XRJ4 3,617,797  3,617,797  -  3,617,797  109,339  September 30, 2009 
07386HQT1 1,623,602  930,195  693,407  930,195  256,876  September 30, 2009 
073879J82 17,851,507  12,069,100  5,782,407  12,069,100  2,057,627  September 30, 2009 
124860AB3 2,019,972  2,019,972  -  2,019,972  1,450,177  September 30, 2009 
1266716Q4 659,749  510,204  149,545  510,204  303,725  September 30, 2009 
1266716R2 315,756  208,658  107,098  208,658  304,027  September 30, 2009 
1266736F4 13,940,478  12,022,354  1,918,124  12,022,354  2,108,658  September 30, 2009 
1266736G2 481,750  355,326  126,424  355,326  88,878  September 30, 2009 
12669GJM4 1,747,723  1,747,723  -  1,747,723  242,235  September 30, 2009 
161505DW9 150,736  46,093  104,643  46,093  343,373  September 30, 2009 
20047LAA4 28,368,548  28,368,548  -  28,368,548  21,215,820  September 30, 2009 
201728EN8 476,713  476,713  -  476,713  475,760  September 30, 2009 
22541NUS6 3,224,420  3,224,420  -  3,224,420  1,333,373  September 30, 2009 
22541NUT4 546,763  165,643  381,120  165,643  217,171  September 30, 2009 
22541NUU1 571,657  571,657  -  571,657  1,206,320  September 30, 2009 
23322BFQ6 145,925  145,925  - 145,925  102,914  September 30, 2009 
32027NJY8 1,910,557  1,571,872  338,685  1,571,872  542,789  September 30, 2009 
337378AN3 58,954  58,954  -  58,954  116,923  September 30, 2009 
361849XS6 1,736,296  1,642,916  93,380  1,642,916  606,092  September 30, 2009 
362341GQ6 4,304,000  3,352,068  951,932  3,352,068  369,407  September 30, 2009 
362405AC6       3,722,355    3,722,355                                    -    3,722,355       508,233  September 30, 2009 
437084LR5 5,283,481  5,283,481  -  5,283,481  556,894  September 30, 2009 
45254NNE3 296,030  102,712  193,318  102,712  162,050  September 30, 2009 
46625MAQ2 461,010  461,010  -  461,010  345,715  September 30, 2009 
46630GBH7 3,254,103  1,565,257  1,688,846  1,565,257  543,271  September 30, 2009 
46631JAN8 33,708,863  33,572,703  136,160  33,572,703  29,671,493  September 30, 2009 
501773DS1 924,130  924,130  -  924,130  756,316  September 30, 2009 
542514HX5 2,526,109  1,028,992  1,497,117  1,028,992  1,560,369  September 30, 2009 
542514JN5 384,207  215,803  168,404  215,803  146,530  September 30, 2009 
576434X33 4,240,460  2,775,637  1,464,823  2,775,637  1,178,028  September 30, 2009 
59020U4V4            787,080       787,080                   -       787,080       676,175  September 30, 2009 
61745MLK7 327,287  44,559  282,728  44,559  373,423  September 30, 2009 
61745MLY7 990,855  990,855  -  990,855  451,056  September 30, 2009 
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Cusip 

Book/adjusted 
carrying value 
amortized cost 
before current 

period OTTI 

Present 
value of 

projected 
cash flows 

Recognized other-than-
temporary impairment 

Amortized 
cost after 

other-than-
temporary 
impairment 

Fair value 
at time of 

OTTI 

Date of financial 
statement where 

reported 
61745MMA8 $             15,548  $       15,548  $                                      -  $       15,548  $         3,096  September 30, 2009 
61915RAP1 5,114,233  4,340,684  773,549  4,340,684  1,662,854  September 30, 2009 
66987XEF8 1,428,257  761,245  667,012  761,245  665,971  September 30, 2009 
669971AF0 711,137  465,811  245,326  465,811  208,833  September 30, 2009 
71085PBP7 3,388,316  2,026,989  1,361,327  2,026,989  252,515  September 30, 2009 
74922HAB8 3,429,624  3,172,118  257,506  3,172,118  900,985  September 30, 2009 
75115YAB5 4,757,839  4,238,738  519,101  4,238,738  1,491,288  September 30, 2009 
7609855P2 840,949  840,949  -  840,949  442,399  September 30, 2009 
76110HM89 4,953,152  2,830,165  2,122,987  2,830,165  622,237  September 30, 2009 
76110WJ49 5,041,732  4,245,717  796,015  4,245,717  2,375,500  September 30, 2009 
76112BQB9 505,744  237,394  268,350  237,394  5,521  September 30, 2009 
76112BTY6 422,212  295,858  126,354  295,858  15,946  September 30, 2009 
929766RE5 6,079,664  6,079,664  -  6,079,664  1,560,507  September 30, 2009 
92976BLL4 14,926,243  14,926,243  -  14,926,243  8,105,903  September 30, 2009 
9497ERAK0 2,841,702  2,740,123  101,579  2,740,123  1,123,153  September 30, 2009 

Total for the quarter ended 
September 30, 2009 23,317,267 

  02660TGA5 27,668,410  27,019,300  649,110  27,019,300  13,695,640  December 31, 2009 
02660UAA8 14,599,446  14,470,766  128,680  14,470,766  7,532,573  December 31, 2009 
05946XRJ4         3,617,797  2,186,160                      1,431,637    2,186,160         99,704  December 31, 2009 
1266716Q4 510,204  384,869  125,335  384,869  371,963  December 31, 2009 
126671Z90 218,295  101,190  117,105  101,190  62,036  December 31, 2009 
126671ZA7 485,155  246,713  238,442  246,713  298,443  December 31, 2009 
1266736F4 12,022,354  9,634,054  2,388,300  9,634,054  2,410,600  December 31, 2009 
1266736G2 355,326  230,503  124,823  230,503  106,178  December 31, 2009 
1266736H0 495,016  314,079  180,937  314,079  121,157  December 31, 2009 
12669GJM4 1,721,525  1,123,555  597,970  1,123,555  240,925  December 31, 2009 
152314NJ5 1,045,316  68,079  977,237  68,079  7,537  December 31, 2009 
161546JB3 836,829  413,304  423,525  413,304  117,859  December 31, 2009 
201728EN8 476,713  83,589  393,124  83,589  505,194  December 31, 2009 
32027NJY8 -  708,174  (708,174) 708,174  718,828  December 31, 2009 
362341GQ6 3,352,068  789,968  2,562,100  789,968  242,660  December 31, 2009 
437084LR5 5,283,481  4,180,677  1,102,804  4,180,677  95,040  December 31, 2009 
43710BAF3 249,400  148,887  100,513  148,887  54,506  December 31, 2009 
45661XAA0 3,557,644  3,430,813  126,831  3,430,813  2,262,592  December 31, 2009 
46630GBH7 1,560,167  1,020,240  539,927  1,020,240  567,181  December 31, 2009 
46631JAN8 31,602,712  31,082,068  520,644  31,082,068  26,681,180  December 31, 2009 
542514HX5 622,568  438,320  184,248  438,320  413,941  December 31, 2009 
542514KF0 858,687  115,052  743,635  115,052  59,467  December 31, 2009 
542514NG5 413,662  259,717  153,945  259,717  75,900  December 31, 2009 
55265WCV3 2,020,231  1,840,167  180,064  1,840,167  49,050  December 31, 2009 
576434X33 2,764,919  1,743,058  1,021,861  1,743,058  1,207,855  December 31, 2009 
59020U4V4 787,080  567,734  219,346  567,734  690,025  December 31, 2009 
61913PAT9 3,746,851  3,270,293  476,558  3,270,293  598,147  December 31, 2009 
61915RAP1 4,134,650  3,845,178  289,472  3,845,178  1,813,338  December 31, 2009 
66987XEF8 761,245  534,017  227,228  534,017  729,823  December 31, 2009 
669971AF0 465,811  302,383  163,428  302,383  199,500  December 31, 2009 
71085PBP7 2,026,989  390,076  1,636,913  390,076  248,870  December 31, 2009 
71085PBQ5 517,939  146,884  371,055  146,884  98,010  December 31, 2009 
74922HAB8 3,079,767  2,839,388  240,379  2,839,388  939,934  December 31, 2009 
75115YAB5 4,095,008  3,682,720  412,288  3,682,720  1,418,848  December 31, 2009 
7609855P2 840,949  647,980  192,969  647,980  432,563  December 31, 2009 
76110HM89 2,830,165  1,477,621  1,352,544  1,477,621  759,903  December 31, 2009 
76110WG75 1,262,082  101,491  1,160,591  101,491  293,315  December 31, 2009 
76110WJ49      3,789,958    3,207,781                        582,177    3,207,781    1,739,918  December 31, 2009 
76110WWP7 512,041  336,614  175,427  336,614  89,090  December 31, 2009 
76112BJH4 5,450,561  5,251,738  198,823  5,251,738  214,790  December 31, 2009 
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76112BTY6 $             295,858  $     176,666  $                           119,192  $     176,666  $       27,340  December 31, 2009 
79548CBY1 353,185  224,869  128,316  224,869  134,833  December 31, 2009 
83611MDN5 136,560  34,655  101,905  34,655  19,855  December 31, 2009 
9497ERAK0 2,740,123  2,625,360  114,763  2,625,360  1,098,372  December 31, 2009 
94983WAE3 4,809,284  4,641,771  167,513  4,641,771  4,073,573  December 31, 2009 

Total for the quarter ended 
December 31, 2009 22,635,510 

  02660TGA5 27,019,300  25,844,170  1,175,130  25,844,170  14,373,240  March 31, 2010 
04542BHN5 3,192,324  583,422  2,608,902  583,422  2,061,660  March 31, 2010 
07386HQT1 930,195  814,804  115,391  814,804  38,275  March 31, 2010 
073879J82 12,069,100  10,244,839  1,824,261  10,244,839  383,611  March 31, 2010 
1266736F4 9,634,054  7,338,756  2,295,298  7,338,756  1,707,650  March 31, 2010 
161546JB3 413,304  193,389  219,915  193,389  341,008  March 31, 2010 
161630CF3 5,128,671  4,990,182  138,489  4,990,182  4,662,124  March 31, 2010 
22540VDD1 4,968,352  4,810,764  157,588  4,810,764  3,831,467  March 31, 2010 
22541NUS6 3,224,420  3,094,278  130,142  3,094,278  1,835,496  March 31, 2010 
361849WH1 1,497,067  1,030,677  466,390  1,030,677  874,660  March 31, 2010 
45256HAF5 1,849,663  1,749,190  100,473  1,749,190  417,382  March 31, 2010 
46630GBH7 1,016,363  910,765  105,598  910,765  264,235  March 31, 2010 
46631JAN8 29,753,489  29,266,533  486,956  29,266,533  26,991,441  March 31, 2010 
52108HDQ4 1,004,461  909,569  94,892  909,569  400,540  March 31, 2010 
52521VAJ1 6,258,500  4,646,342  1,612,158  4,646,342  562,451  March 31, 2010 
576434X33 1,736,278  1,437,307  298,971  1,437,307  2,031,275  March 31, 2010 
59023PAD5 3,943,044  3,919,809  23,235  3,919,809  561,210  March 31, 2010 
61913PAS1 6,134,507  6,036,072  98,435  6,036,072  1,000,293  March 31, 2010 
61913PAT9 3,161,859  2,719,915  441,944  2,719,915  568,497  March 31, 2010 
61915RAP1 3,711,459  3,700,998  10,461  3,700,998  692,371  March 31, 2010 
669971AF0 302,383  170,539  131,844  170,539  82,200  March 31, 2010 
68389FDV3 1,135,198  886,132  249,066  886,132  153,314  March 31, 2010 
74922HAB8 2,757,767  2,544,265  213,502  2,544,265  1,478,009  March 31, 2010 
75115YAB5 3,564,193  3,293,143  271,050  3,293,143  1,667,428  March 31, 2010 
76110WJ49 2,815,559  1,745,631  1,069,928  1,745,631  256,654  March 31, 2010 
76112BJH4 5,251,738  5,088,692  163,046  5,088,692  71,942  March 31, 2010 
929766RE5        6,079,664    6,077,069                             2,595    6,077,069    1,676,550  March 31, 2010 
9497ERAK0 2,625,360  2,438,946  186,414  2,438,946  1,845,713  March 31, 2010 

Total for the quarter ended 
March 31, 2010 14,692,074 

  02660TGA5 25,844,170  25,287,410  556,760  25,287,410  12,531,064  June 30, 2010 
07386HQT1 814,804  642,266  172,538  642,266  102,018  June 30, 2010 
36161RBC2 744,046  454,906  289,140  454,906  131,076  June 30, 2010 
361849WH1         1,030,677       929,216                        101,461       929,216       937,421  June 30, 2010 
3623414B2 6,579,529  6,520,807  58,722  6,520,807  6,441,748  June 30, 2010 
46629DAK1 1,131,243  1,084,136  47,107  1,084,136  983,335  June 30, 2010 
46630GBH7 906,778  715,711  191,067  715,711  545,413  June 30, 2010 
52108HDR2 134,730  -  134,730  -  638,066  June 30, 2010 
52521VAJ1 4,646,342  616,901  4,029,441  616,901  10,419  June 30, 2010 
576434X33 1,431,289  1,293,263  138,026  1,293,263  863,647  June 30, 2010 
59023PAD5 3,918,815  3,459,722  459,093  3,459,722  1,566,406  June 30, 2010 
61745MLZ4 1,088,105  886,138  201,967  886,138  74,651  June 30, 2010 
74922HAB8 2,457,732  2,300,666  157,066  2,300,666  888,137  June 30, 2010 
75115YAB5 3,180,819  3,015,567  165,252  3,015,567  1,251,654  June 30, 2010 
7609855P2 647,980  251,258  396,722  251,258  14,282  June 30, 2010 

Total for the quarter ended 
June 30, 2010 7,099,092 
02660UAA8 13,241,950  13,087,070  154,880  13,087,070  8,153,788  September 30, 2010 
05946XRJ4 2,186,160  1,869,307  316,853  1,869,307  170,429  September 30, 2010 
1266716Q4            384,869       276,659                         108,210       276,659      373,901  September 30, 2010 
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12669GJM4 $        1,103,062  $     380,827  $                           722,235  $     380,827  $       64,095  September 30, 2010 
200466AK6 2,191,204  2,040,811  150,393  2,040,811  1,979,878  September 30, 2010 
22540AXY9 200,548  130,915  69,633  130,915  188,960  September 30, 2010 
22540VDD1 4,810,764  4,549,726  261,038  4,549,726  4,268,088  September 30, 2010 
362341GQ6 789,968  580,611  209,357  580,611  134,186  September 30, 2010 
43710BAF3 148,887  50,930  97,957  50,930  74,485  September 30, 2010 
466247NQ2 25,358,410  25,094,707  263,703  25,094,707  24,201,887  September 30, 2010 
46628BBF6 5,193,555  5,073,393  120,162  5,073,393  4,842,251  September 30, 2010 
46630GBH7 712,175  567,451  144,724  567,451  506,342  September 30, 2010 
46631JAN8 23,360,672  23,248,586  112,086  23,248,586  22,785,759  September 30, 2010 
52108HDQ4 909,569  314,352  595,217  314,352  854,067  September 30, 2010 
52521BAA4 14,284,050  13,483,986  800,064  13,483,986  7,784,213  September 30, 2010 
576434X33         1,289,182       782,777         506,405       782,777    612,056  September 30, 2010 
59023PAD5 3,458,783  2,327,468  1,131,315  2,327,468  1,544,565  September 30, 2010 
74922HAB8 2,223,757  2,074,903  148,854  2,074,903  878,372  September 30, 2010 
75115YAB5 2,904,825  2,772,657  132,168  2,772,657  1,180,962  September 30, 2010 
7609855P2 251,258  66,852  184,406  66,852  31,164  September 30, 2010 
76112BJH4 5,088,692  4,898,906  189,786  4,898,906  510,378  September 30, 2010 
94983VAJ4 2,649,638  2,589,969  59,669  2,589,969  2,527,959  September 30, 2010 
94983WAE3 3,415,426  3,208,922  206,504  3,208,922  2,965,455  September 30, 2010 

Total for the quarter ended 
September 30, 2010 6,685,619  

  07326BAB3 16,775,429  14,111,554  2,663,875  14,111,554  5,533,100  December 31, 2010 
1266716R2 208,658  107,257  101,401  107,257  346,258  December 31, 2010 
1266736F4 7,338,756  6,981,200  357,556  6,981,200  2,975,306  December 31, 2010 
200466AK6 1,790,054  1,692,750  97,304  1,692,750  1,702,270  December 31, 2010 
23322BKP2           823,762      735,370                         88,392       735,370       332,479  December 31, 2010 
36161RBB4 3,294,508  3,003,777  290,731  3,003,777  479,099  December 31, 2010 
36161RBC2 1,182,238  164,175  1,018,063  164,175  127,298  December 31, 2010 
45661XAA0 2,512,101  2,086,389  425,712  2,086,389  2,163,722  December 31, 2010 
46629CAG2 1,725,237  1,690,661  34,576  1,690,661  1,555,704  December 31, 2010 
46629DAK1 719,477  689,401  30,076  689,401  577,278  December 31, 2010 
576434X33 782,584  457,840  324,744  457,840  239,799  December 31, 2010 
59023PAD5 2,327,233  1,133,456  1,193,777  1,133,456  1,268,525  December 31, 2010 
74922HAB8 2,017,589  1,880,319  137,270  1,880,319  982,067  December 31, 2010 
75115YAB5 2,701,548  2,504,659  196,889  2,504,659  1,129,125  December 31, 2010 
76112BJH4         4,898,906    3,605,151                      1,293,755    3,605,151       666,328  December 31, 2010 
79549AJV2 3,031,529  2,997,722  33,807  2,997,722  2,064,240  December 31, 2010 

Total for the quarter ended 
December 31, 2010 8,287,928 

  07325BAC2 4,742,190  4,651,090  91,100  4,651,090  2,833,771  March 31, 2011 
07325KAB4 1,584,330  1,490,586  93,744  1,490,586  682,614  March 31, 2011 
07326BAB3 13,934,475  11,389,235  2,545,240  11,389,235  4,953,322  March 31, 2011 
073879J82 10,244,839  9,048,353  1,196,486  9,048,353  3,509,243  March 31, 2011 
1266736F4 6,981,200  5,712,685  1,268,515  5,712,685  3,052,401  March 31, 2011 
12669GJM4 375,959  239,968  135,991  239,968  71,522  March 31, 2011 
16163LAQ5 7,511,810  7,475,515  36,295  7,475,515  7,122,763  March 31, 2011 
23322BFQ6 92,781  16,888  75,893  16,888  36,704  March 31, 2011 
23322BKQ0 110,334  43,252  67,082  43,252  52,133  March 31, 2011 
32027NJY8 573,885  363,858  210,027  363,858  547,713  March 31, 2011 
3623414B2 4,576,344  4,517,848  58,496  4,517,848  4,451,563  March 31, 2011 
362405AC6 3,722,355  2,124,033  1,598,322  2,124,033  668,095  March 31, 2011 
46625MFV6 780,004  675,395  104,609  675,395  668,614  March 31, 2011 
46629CAG2 1,416,930  1,345,783  71,147  1,345,783  1,259,257  March 31, 2011 
46630PAE5 4,408,155  4,372,643  35,512  4,372,643  4,031,440  March 31, 2011 
501773DS1 916,989  726,434  190,555  726,434  649,325  March 31, 2011 
52108HRR7 915,393  903,945  11,448  903,945  509,071  March 31, 2011 
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52108HRT3 $           516,238  $     507,437  $                               8,801  $     507,437  $     212,893  March 31, 2011 
542514NG5          259,717       141,955                             117,762       141,955      243,260  March 31, 2011 
576434X33 391,615  248,105  143,510  248,105  69,002  March 31, 2011 
59020U4V4 567,734  111,682  456,052  111,682  438,910  March 31, 2011 
74922HAB8 1,829,011  1,751,364  77,647  1,751,364  989,145  March 31, 2011 
75115YAB5 2,438,712  2,287,124  151,588  2,287,124  1,048,303  March 31, 2011 
76110WJ49 1,668,196  1,498,172  170,024  1,498,172  721,198  March 31, 2011 
76112BCG3 4,977,594  4,672,137  305,457  4,672,137  2,355,778  March 31, 2011 
76112BJH4 3,605,151  3,254,137  351,014  3,254,137  638,804  March 31, 2011 

Total for the quarter ended 
March 31, 2011 9,572,317  
000759BT6 657,825  563,798  94,027  563,798  545,016  June 30, 2011 
05946XMK6 7,528,151  485,674  7,042,477  485,674  485,674  June 30, 2011 
07386HQT1 642,266  153,710  488,556  153,710  153,710  June 30, 2011 
073879J82 9,048,353  3,366,554  5,681,799  3,366,554  3,366,554  June 30, 2011 
126670CS5 386,240  246,932  139,308  246,932  340,719  June 30, 2011 
126671ZA7 246,713  128,505  118,208  128,505  200,421  June 30, 2011 
1266733F7 3,000,000  875,781  2,124,219  875,781  875,781  June 30, 2011 
1266736F4 5,712,685  2,352,069  3,360,616  2,352,069  2,352,069  June 30, 2011 
12669GJM4 239,128  56,571  182,557  56,571  56,571  June 30, 2011 
152314MN7 1,636,120  445,481  1,190,639  445,481  445,481  June 30, 2011 
201728EM0 1,010,442  861,593  148,849  861,593  768,403  June 30, 2011 
23322BKP2 735,370  634,265  101,105  634,265  366,904  June 30, 2011 
251563EG3 432,506  114,287  318,219  114,287  114,287  June 30, 2011 
36161RBB4 3,243,542  1,567,012  1,676,530  1,567,012  1,567,012  June 30, 2011 
362341GQ6 580,611  232,016  348,595  232,016  232,016  June 30, 2011 
362341TP4 5,957,000  2,594,345  3,362,655  2,594,345  2,594,345  June 30, 2011 
362405AC6 2,124,033  535,955  1,588,078  535,955  535,955  June 30, 2011 
36242DL68 4,725,750  1,837,277  2,888,473  1,837,277  1,837,277  June 30, 2011 
39538WAG3 13,832,000  6,048,664  7,783,336  6,048,664  6,048,664  June 30, 2011 
437084LR5 4,180,677  349,129  3,831,548  349,129  349,129  June 30, 2011 
437084LS3 222,392  44,166  178,226  44,166  44,166  June 30, 2011 
466247NQ2 20,823,962  20,749,717  74,245  20,749,717  19,755,144  June 30, 2011 
46625MAQ2 461,010  292,246  168,764  292,246  487,037  June 30, 2011 
46625MFV6 675,395  503,550  171,845  503,550  613,477  June 30, 2011 
46629CAG2 917,103  893,741  23,362  893,741  804,010  June 30, 2011 
46631JAN8 14,173,074  13,957,526  215,548  13,957,526  13,735,924  June 30, 2011 
55265KT41 6,666,951  6,459,235  207,716  6,459,235  6,724,706  June 30, 2011 
576434X33 216,815  58,715  158,100  58,715  70  June 30, 2011 
61913PAT9 2,444,402  1,555,406  888,996  1,555,406  1,555,406  June 30, 2011 
68383NCG6 15,487,000  4,318,705  11,168,295  4,318,705  4,318,705  June 30, 2011 
74922HAB8 1,695,734  967,024  728,710  967,024  967,024  June 30, 2011 
75115YAB5 2,213,455  959,946  1,253,509  959,946  959,946  June 30, 2011 
76110HM89 1,477,621  160,936  1,316,685  160,936  160,936  June 30, 2011 
76110WJ49 1,443,345  682,921  760,424  682,921  682,921  June 30, 2011 
76110WWP7 336,614  127,396  209,218  127,396  127,396  June 30, 2011 
76112BJH4 3,254,137  600,076  2,654,061  600,076  600,076  June 30, 2011 
81441PCQ2 6,000,000  1,573,512  4,426,488  1,573,512  1,573,512  June 30, 2011 

Total for the quarter ended 
June 30, 2011 67,073,986 
02660UAA8 11,786,562  11,620,328  166,234  11,620,328  6,869,255  September 30, 2011 
161630CF3 2,172,128  2,050,736  121,392  2,050,736  1,915,589  September 30, 2011 
22540AXY9 130,915  39,972  90,943  39,972  70,236  September 30, 2011 
23322BKP2 634,265  512,979  121,286  512,979  340,626  September 30, 2011 
466247J46 2,083,445  1,936,747  146,698  1,936,747  1,703,462  September 30, 2011 
466247NQ2 18,964,039  18,711,721  252,318  18,711,721  17,254,417  September 30, 2011 
46629DAK1          596,758       549,302                          47,456       549,302      462,175  September 30, 2011 
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46630GBH7 $           558,435  $     379,176  $                           179,259  $     379,176  $     475,017  September 30, 2011 
46630PAE5         3,021,162  2,895,944                            125,218    2,895,944  2,332,377  September 30, 2011 
46631JAN8 11,388,811  11,146,720  242,091  11,146,720  10,591,301  September 30, 2011 
52521VAJ1 616,901  417,446  199,455  417,446  -  September 30, 2011 
55265WCV3 1,686,198  1,492,324  193,874  1,492,324  865,290  September 30, 2011 
669971AF0 170,539  85,270  85,269  85,270  165,405  September 30, 2011 
94983VAJ4 1,558,820  1,501,079  57,741  1,501,079  1,403,205  September 30, 2011 

Total for the quarter ended 
September 30, 2011 2,029,234  
02660TGA5 25,287,410  24,571,705  715,705  24,571,705  10,138,408  December 31, 2011 
02660UAA8       11,360,954  11,143,036                         217,918  11,143,036    6,242,475  December 31, 2011 
05946XRJ4 1,869,307  1,705,262  164,045  1,705,262  199,545  December 31, 2011 
07383UBE4 1,901,401  1,710,962  190,439  1,710,962  1,581,877  December 31, 2011 
073879J82 3,366,554  2,972,142  394,412  2,972,142  2,972,142  December 31, 2011 
1266736F4 2,352,069  1,264,630  1,087,439  1,264,630  1,264,630  December 31, 2011 
22540VDD1 4,549,726  560,705  3,989,021  560,705  560,705  December 31, 2011 
22541SRY6 4,310,000  4,298,270  11,730  4,298,270  2,428,263  December 31, 2011 
362405AC6 535,955  214,830  321,125  214,830  214,830  December 31, 2011 
36242DL68 1,837,277  1,652,699  184,578  1,652,699  1,652,699  December 31, 2011 
45254NKA4 813,259  320,238  493,021  320,238  320,238  December 31, 2011 
466247NQ2 17,567,590  17,447,491  120,099  17,447,491  15,530,935  December 31, 2011 
46629CAG2 837,438  810,148  27,290  810,148  677,440  December 31, 2011 
52521TAQ0 13,435,140  13,430,266  4,874  13,430,266  11,923,388  December 31, 2011 
61745MLJ0 777,362  179,225  598,137  179,225  778,579  December 31, 2011 
61915RAP1 3,229,576  1,253,653  1,975,923  1,253,653  1,253,653  December 31, 2011 
66987XEF8 534,017  311,000  223,017  311,000  311,000  December 31, 2011 
68383NCG6 4,318,705  2,412,240  1,906,465  2,412,240  2,412,240  December 31, 2011 
86359LFU8 4,224,000  1,155,208  3,068,792  1,155,208  1,155,208  December 31, 2011 
94983VAJ4 1,326,915  1,274,836  52,079  1,274,836  1,154,808  December 31, 2011 

Total for the quarter ended 
December 31, 2011 15,746,109 
02660TGA5 24,571,705  23,702,026  869,679  23,702,026  12,528,012  March 31, 2012 
02660UAA8 10,794,208  10,619,014  175,194  10,619,014  6,919,191  March 31, 2012 
05946XRJ4 1,705,262  1,237,435  467,827  1,237,435  292,781  March 31, 2012 
07325BAC2 4,309,522  3,962,818  346,704  3,962,818  1,944,618  March 31, 2012 
07325KAB4        1,300,967    1,158,590                         142,377    1,158,590       768,552  March 31, 2012 
07325MAB0 7,632,611  7,383,585  249,026  7,383,585  3,511,001  March 31, 2012 
07325YAB4 4,393,520  3,993,305  400,215  3,993,305  1,850,159  March 31, 2012 
07326BAB3 10,947,343  7,394,726  3,552,617  7,394,726  1,910,666  March 31, 2012 
22540AXX1 1,029,858  423,570  606,288  423,570  625,530  March 31, 2012 
466247NQ2 16,261,881  16,157,062  104,819  16,157,062  15,666,893  March 31, 2012 
46625MFV6 503,550      125,415          378,135         125,415      180,033  March 31, 2012 
46630PAE5 2,131,731  1,925,992  205,739  1,925,992  1,668,482  March 31, 2012 
52521GAA3 13,063,213  12,532,169  531,044  12,532,169  9,305,775  March 31, 2012 
52521VAJ1 417,446  302,188  115,258  302,188  - March 31, 2012 
76112BCG3 4,672,137  4,216,154  455,983  4,216,154  2,374,376  March 31, 2012 

Total for the quarter ended 
March 31, 2012    8,600,905    
02660TGA5 23,702,026 23,298,052 403,974 23,298,052 9,941,484 June 30, 2012 
05946XRJ4 1,237,435 351,334 886,101 351,334 276,655 June 30, 2012 
07324NAA1 11,675,482 11,303,863 371,619 11,303,863 6,991,664 June 30, 2012 
07324NAB9 4,670,193 4,521,615 148,578 4,521,615 2,509,248 June 30, 2012 
07325BAC2 3,873,665 3,807,140 66,525 3,807,140 1,937,965 June 30, 2012 
07325KAA6 5,720,600 5,649,085 71,515 5,649,085 3,505,584 June 30, 2012 
07325KAB4 1,134,714 1,039,899 94,815 1,039,899 574,219 June 30, 2012 
07325MAB0 7,196,202 7,125,730 70,472 7,125,730 3,124,341 June 30, 2012 
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Cusip 

Book/adjusted 
carrying value 
amortized cost 
before current 

period OTTI 

Present 
value of 

projected 
cash flows 

Recognized other-than-
temporary impairment 

Amortized 
cost after 

other-than-
temporary 
impairment 

Fair value 
at time of 

OTTI 

Date of financial 
statement where 

reported 
07325YAB4 $        3,868,533 $  3,662,749 $                           205,784 $  3,662,749 $  1,963,814 June 30, 2012 
07326BAB3        7,309,859   5,158,629                         2,151,230   5,158,629   1,731,343 June 30, 2012 
07387AFP5 8,498,103 7,883,417 614,686 7,883,417 4,813,632 June 30, 2012 
126670CS5 246,932 147,666 99,266 147,666 153,300 June 30, 2012 
1266736G2 230,503 95,756 134,747 95,756 221,218 June 30, 2012 
16163LAQ5 3,178,546 3,075,516 103,030 3,075,516 2,962,013 June 30, 2012 
22540AXY9 28,710 - 28,710 - 45,942 June 30, 2012 
22541NUT4 165,643 49,679 115,964 49,679 67,390 June 30, 2012 
22541NUU1 571,657 294,132 277,525 294,132 278,759 June 30, 2012 
22541SRY6 4,298,270 4,029,144 269,126 4,029,144 2,396,308 June 30, 2012 
466247J46 1,516,629 1,383,463 133,166 1,383,463 1,293,262 June 30, 2012 
466247NQ2 15,596,754 15,524,367 72,387 15,524,367 15,074,182 June 30, 2012 
46628BBF6 1,595,555 1,475,534 120,021 1,475,534 1,377,494 June 30, 2012 
46629CAG2 753,646 702,326 51,320 702,326 649,171 June 30, 2012 
46630GBH7 352,061 151,737 200,324 151,737 195,408 June 30, 2012 
46631JAN8 9,861,063 9,426,236 434,827 9,426,236 9,255,782 June 30, 2012 
52521GAA3     11,919,929 $11,858,535                         61,394 11,858,535   8,780,739 June 30, 2012 
55265WCV3 1,426,995 1,147,237 279,758 1,147,237 825,742 June 30, 2012 
59023PAD5 1,129,579 625,687 503,892 625,687 937,684 June 30, 2012 
785136AB8 579,223 542,588 36,635 542,588 35,962 June 30, 2012 
79549AJV2 2,997,722 2,882,768 114,954 2,882,768 2,259,200 June 30, 2012 
94983VAJ4 1,153,283 1,104,148 49,135 1,104,148 1,037,092 June 30, 2012 

Total for the quarter ended 
June 30, 2012 8,171,480    
02660TGA5 23,298,052 22,618,416 679,636  22,618,416  14,516,544 September 30, 2012 
04542BHN5            430,384       294,442                         135,942      294,442       391,251 September 30, 2012 
07325MAB0         6,969,794    6,890,611                          79,183 6,890,611 3,783,582 September 30, 2012 
07326BAB3         5,097,560    4,446,707        650,853   4,446,707 3,110,631 September 30, 2012 
07387AFP5 7,844,611  6,999,154 845,457 6,999,154 4,802,622 September 30, 2012 
1266736H0 314,079 126,631  187,448 126,631  280,731 September 30, 2012 
22540VDB5 806,804  702  806,102 702  126,650 September 30, 2012 
22540VDD1 457,211  - 457,211 - 614,492  September 30, 2012 
22541NUU1 294,132  - 294,132 - 244,960  September 30, 2012 
23322BFP8 363,346  318,048 45,298 318,048 189,471 September 30, 2012 
361849WF5 3,578,860 3,488,560 90,300 3,488,560 3,567,602 September 30, 2012 
45256HAF5 1,749,190  1,656,085  93,105 1,656,085 1,314,948 September 30, 2012 
46625MFT1 912,270  808,119  104,151 808,119  680,034  September 30, 2012 
46625MFV6 117,572  - 117,572 - 107,924  September 30, 2012 
74922HAB8 853,078  652,787 200,291 652,787  553,954  September 30, 2012 
76112BCG3 4,216,154 4,062,627 153,527 4,062,627 3,089,786 September 30, 2012 
785136AB8 461,950  446,491 15,459 446,491 33,169  September 30, 2012 
79549AJV2 2,882,768 2,021,828 860,940 2,021,828 2,143,436 September 30, 2012 

Total for the quarter ended 
September 30, 2012 5,816,607    

02660TGA5 22,618,416 22,357,332           261,084    22,357,332    14,609,280  December 31, 2012 
07324NAA1 10,796,026  10,626,186  169,840  10,626,186     6,749,948  December 31, 2012 
07324NAB9 4,318,477  4,250,055  68,422  4,250,055     2,586,240  December 31, 2012 
07325KAA6 5,327,142  5,278,322  48,820  5,278,322    3,641,342  December 31, 2012 
07325KAB4 980,635  917,063   63,572  917,063   645,067  December 31, 2012 
07325MAB0  6,697,421   6,551,097   146,324   6,551,097      4,172,551  December 31, 2012 
07326BAB3          4,399,600     3,970,521           429,079      3,970,521     3,077,678  December 31, 2012 
126670CS5         147,666       51,148         96,518        51,148          51,045  December 31, 2012 
22541NUS6       3,094,278     1,678,359      1,415,919     1,678,359    3,002,170  December 31, 2012 
22541NUT4           49,679                   -            49,679                 -          83,790  December 31, 2012 
23322BKP2           512,979        378,002         134,977       378,002       426,068  December 31, 2012 
46625MFT1         808,119     678,750        129,369      678,750       713,347  December 31, 2012 
46630PAE5        1,686,024     1,600,693          85,331    1,600,693    1,523,695  December 31, 2012 
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Cusip 

Book/adjusted 
carrying value 
amortized cost 
before current 

period OTTI 

Present 
value of 

projected 
cash flows 

Recognized other-than-
temporary impairment 

Amortized 
cost after 

other-than-
temporary 
impairment 

Fair value 
at time of 

OTTI 

Date of financial 
statement where 

reported 
52521GAA3 $      11,447,043  $11,393,627  $                             53,416  $11,393,627  $  9,143,671  December 31, 2012 
76112BCG3        4,030,581    3,684,040                             346,541    3,684,040    3,899,469  December 31, 2012 
79549AJV2         2,010,452     1,236,763          773,689     1,236,763     1,171,289  December 31, 2012 

Total for the quarter ended 
December 31, 2012 4,272,580    
Total XXX XXX $204,000,708 XXX XXX  
 

(4) All impaired securities (fair value is less than cost or amortized cost) for which an other-than-temporary 
impairment has not been recognized in earnings as a realized loss (including securities with a recognized other-
than-temporary impairment for non-interest related declines when a non-recognized interest related impairment 
remains):  

a. The aggregate amount of unrealized losses:  

1.      Less than 12 months  $       7,167,673 

2.     12 months or longer                    139,427,237 

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

1.      Less than 12 months  $   199,624,193 

2.     12 months or longer                    588,314,613 

(5) The Company regularly evaluates securities in an unrealized loss position for other-than-temporary 
impairments. For debt securities, the Company considers all available information relevant to the collectability of 
the security, including information about past events, current conditions, and reasonable and supportable 
forecasts, when developing the estimate of cash flows expected to be collected. More specifically for mortgage-
backed and asset-backed securities, the Company also utilizes performance indicators of the underlying assets 
including defaults or delinquency rates, loans to collateral value ratio, third-party credit enhancements, current 
levels of subordination, vintage and other relevant characteristics of the security or underlying assets to develop 
the Company’s estimate of cash flows. Estimating the cash flows expected to be collected is a quantitative and 
qualitative process that incorporates information received from third-party sources along with certain internal 
assumptions and judgments regarding the future performance of the underlying collateral. Where possible, this 
data is benchmarked against third-party sources. 

E. Repurchase Agreements and/or Securities Lending Transactions  

(1) Repurchase Agreements 

The Company participates in a repurchase program in which it sells a security to a counterparty at an agreed 
upon price with a fixed buy back date.  Repurchase agreements are recorded as secured borrowings and are 
carried at amounts at which the securities will be subsequently reacquired, including accrued interest, as 
specified in the respective agreement.  The fair value of securities to be repurchased is monitored and 
collateral levels are adjusted where appropriate to protect the counterparty against credit exposure.  
Repurchase agreements require collateral equal to a percentage of the fair value of the securities to be 
repurchased. Collateral is received in the form of cash or bonds, and the offsetting liabilities are recorded in 
aggregate write-ins for liabilities. There were no repurchase agreements whose amounts were included in 
borrowed money. 

  As of December 31, 2012, the Company had securities subject to repurchase agreements with a book value 
and fair value of $1,317,910,174 and $1,523,301,017, respectively. The maturities of these obligations ranged 
between 2013 and 2014, and the weighted average interest rate was 0.4%.   

Securities Lending 

The Company participates in a program managed by an unaffiliated financial institution in which it lends 
securities to brokers or other parties. The securities are re-registered, but remain beneficially owned by the 
Company.  As collateral for the loan, the borrower provides cash or government securities, on a daily basis, in 
amounts equal to or exceeding 102% of the fair value of the applicable securities loaned.  None of the 
collateral is restricted. Cash collateral received is recorded in securities lending reinvested collateral and the 
offsetting liabilities are recorded in payable for securities lending. There were no securities lending collateral 
for transactions that extend beyond one-year from the reporting date and there were no securities loaned in 
the Company’s separate accounts. 

As of December 31, 2012, the fair value of loaned securities was $101,185,368 and the fair value of the 
collateral held was $105,468,389. 

(2) As of December 31, 2012 the Company has the following assets pledged as collateral: 

Program  Amount Classification 
Repurchase agreements $ 1,318,018,823  Bonds and short-term investments 
Securities lending  92,349,366  Securities lending reinvested collateral 
Derivatives collateral   46,490,827  Bonds and short-term investments 
Federal home loan bank agreements  477,270,774  Bonds and short-term investments  
Total $ 1,934,129,790   
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 (3)   Collateral received as of December 31, 2012: 

a. Aggregate Amount  Collateral Received 

    Fair value 
1. Repurchase Agreement   
 (a) Open $ - 
 (b) 30 Days or Less  1,444,323,769 
 (c) 31 to 60 Days  - 
 (d) 61 to 90 Days  - 
 (e) Greater Than 90 Days  - 
 (f) Sub-Total  1,444,323,769 
 (g) Securities Received  29,480,962 
 (h) Total Collateral Received $ 1,473,804,731 

 
   Fair value 
2. Securities Lending   
 (a) Open $ - 
 (b) 30 Days or Less  105,468,389 
 (c) 31 to 60 Days  - 
 (d) 61 to 90 Days  - 
 (e) Greater Than 90 Days  - 
 (f) Sub-Total  105,468,389 
 (g) Securities Received  - 
 (h) Total Collateral Received $ 105,468,389 
     
3. The Company does not have any dollar repurchase agreements. 

 

b. The aggregate fair value of all securities                     
acquired from the sale, trade or use of the 
accepted collateral (reinvested collateral) 

$ 
1,543,076,903 

 

c. The Company receives primarily cash collateral in an amount in excess of the fair value of the loaned  
securities.  The Company reinvests the cash collateral into securities with higher yields than the loaned 
securities. 

(4) The Company’s securities lending program is not administered by an affiliated agent. 

(5) Collateral Reinvestment 

a.  Aggregate amount cash collateral reinvested as of December 31, 2012: 

       

1. Repurchase Agreement  Amortized 
cost  Fair value 

 (a) Open $ - $ - 
 (b) 30 Days or Less  366,504,946  456,122,747 
 (c) 31 to 60 Days  278,470,017  318,375,775 
 (d) 61 to 90 Days  290,115,095  305,991,635 
 (e) 91 to 120 Days  83,279,035  113,418,935 
 (f) 121 to 180 Days  99,139,478  114,992,081 
 (g) 181 to 365 Days  -  - 
 (h) 1 to 2 Years  140,055,833  144,283,661 
 (i) 2 to 3 Years  -  - 
 (j) Greater Than 3 Years  -  - 
 (k) Sub-Total  1,257,564,404  1,453,184,834 
 (l) Securities Received  -  - 
 (m) Total Collateral Reinvested $ 1,257,564,404 $ 1,453,184,834 
      
      
2. Securities Lending     
 (a) Open $ - $ - 
 (b) 30 Days or Less  71,320,810  71,320,810 
 (c) 31 to 60 Days  -  - 
 (d) 61 to 90 Days  -  - 
 (e) 91 to 120 Days  370,535  369,521 
 (f) 121 to 180 Days  -  - 
 (g) 181 to 365 Days  -  - 
 (h) 1 to 2 Years  275,999  269,072 
 (i) 2 to 3 Years  -  - 
 (j) Greater Than 3 Years  20,382,022  17,932,666 
 (k) Sub-Total  92,349,366  89,892,069 
 (l) Securities Received  -  - 
 (m) Total Collateral Reinvested $ 92,349,366 $ 89,892,069 
       
3. The Company does not have any dollar repurchase agreements.  

 
b. The Company’s sources of cash that it uses to return collateral received from loaned securities and 

repurchase agreements is dependent on liquidity and other market conditions. The Company believes the 
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fair value of reinvested collateral coupled with other available sources of cash is sufficient to fund collateral 
calls under adverse market conditions.  

F. Real Estate 

(1) The Company did not recognize any impairment on real estate during the statement year. 

(2) The Company has not sold or classified as held for sale any real estate investments during the statement year. 

(3) The Company has experienced no changes to a plan of sale for an investment in real estate. 

(4) The Company is not engaged in any retail land sales operations. 

(5) The Company holds no real estate investments with participating loan features. 

G. Low Income Housing Tax Credit  

1. The number of remaining years of unexpired tax credits and the required holding period: 

Fund Name  Remaining Years 
CCL Missouri III, LLC 6 
CCL Missouri V 6 
Centerline Georgia 6 
Savannah Tax Credit  6 
WNC Hawaii Tax Credit  5 

 

2. There are no low income housing tax credit (“LIHTC”) properties currently subject to any regulatory reviews. 

3. The Company’s investment in LIHTC is not significant and does not exceed 10% of total admitted assets. 

    4. & 5.  The Company did not recognize any impairments or write downs during the statement year. 

 

NOTE #6: JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES 

A. Investments in Joint Ventures, Partnerships or Limited Liability Companies  

The Company does not hold any investments in joint ventures, partnerships or limited liability companies that 
exceed 10% of its admitted assets. 

B. Writedowns for Impairments 

The Company did not recognize any writedowns for impairments during the statement year.  

 

NOTE #7: INVESTMENT INCOME 

A. Due and accrued income was excluded from surplus on the following basis: 

All investment income due and accrued was less than 90 days old. 

B. There was no investment income due and accrued that was excluded from surplus during the statement year. 

 

NOTE #8: DERIVATIVE INSTRUMENTS 

A. Discussion of the market risk, credit risk and cash requirements of the derivative 

The Company is exposed to credit-related losses in the event of nonperformance by counterparties to derivative 
instruments.  The Company manages counterparty risk by transacting with multiple high-rated counterparties and 
uses collateral support where possible. The Company’s maximum credit exposure to derivative counterparties is 
limited to the sum of the net fair value of contracts with counterparties that exhibit a positive fair value net of 
collateral.  

B. Description of the Company’s objectives for using the derivatives 

The Company uses interest rate swaps and swaptions, credit default swaps, cross currency swaps, bond purchase 
commitments and inflation indexed coupon swaps for hedging.  Interest rate swaps and swaptions are used to 
reduce market risks from changes in interest rates and to alter interest rate exposures arising from mismatches 
between assets and liabilities.  Inflation indexed coupon swaps are used to hedge the variable cash flows from U.S. 
Treasury Inflation Protected Securities. In addition to managing interest rate risk, cross currency swaps are used to 
reduce market risk from changes in foreign currency rates.  The Company enters into credit default swaps to 
manage the credit risk of bond investments by entering into agreements whereby the Company buys protection 
against potential reductions in credit quality. The Company sells protection under single name credit default swaps 
and default swap index tranches in combination with purchasing other investments to reproduce investment 
characteristics of similar investments based on the credit quality and term of the credit default swap.   Bond 
purchase commitments are used to lock in prices of future bond purchases. 

The Company formally documents all relationships between hedging instruments and hedged items, as well as its 
risk management objective and strategy for undertaking various hedge transactions. In this documentation, the 
Company specifically identifies the asset, liability, or forecasted transaction that has been designated as a hedged 
item, states how the hedging instrument is expected to hedge the risks related to the hedged item, and sets forth the 
method that will be used to retrospectively and prospectively assess the hedging instrument’s effectiveness and the 
method that will be used to measure hedge ineffectiveness. The Company generally determines hedge 
effectiveness based on total changes in fair value of a derivative instrument.   

The Company discontinues hedge accounting prospectively when: (i) it is determined that the derivative is no longer 
effective in offsetting changes in the fair value or cash flows of a hedged item; (ii) the derivative expires or is sold, 
terminated, or exercised; (iii) the derivative is re-designated as a hedge instrument; (iv) it is probable that the 
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forecasted transaction will not occur; or (v) management determines that designation of the derivative as a hedge 
instrument is no longer appropriate.  

The Company designates and accounts for the following as cash flow hedges when they have met the effectiveness 
requirements of SSAP No. 86, Accounting for Derivative Investments and Hedging, Income Generation, and 
Replication (Synthetic Asset) Transactions (“SSAP No. 86”): (i) various types of interest rate swaps to convert 
floating rate investments to fixed rate investments; (ii) various types of interest rate swaps to convert floating rate 
liabilities into fixed rate liabilities; (iii) receive U.S. dollar fixed on foreign currency swaps to hedge the foreign 
currency cash flow exposure of foreign currency denominated investments; and (iv) other instruments to hedge the 
cash flows of various other forecasted transactions.  

The Company designates and accounts for the following as fair value hedges when they have met the effectiveness 
requirements of SSAP No. 86: (i) various types of interest rate swaps to convert fixed rate investments to floating 
rate investments; and (ii) other instruments to hedge various other fair value exposures of investments.   

The Company also uses certain derivatives, certain interest rate swaps, and credit default swaps for hedging that (i) 
do not meet or no longer meet the criteria of an effective hedge; or (ii) meet the required hedge criteria but the 
Company has chosen not to apply hedge accounting. These derivatives are accounted for at fair value with the 
changes in fair value recorded in surplus as an unrealized gain and loss. 

C. Description of the accounting policies for recognizing and measuring the derivatives used  

Derivative instruments are carried at values consistent with the items being hedged. As of December 31, 2012, 
interest rate swaps that are qualifying for hedge accounting were carried at amortized cost while non-qualifying 
interest rate swaps and credit default swaps, Standard & Poor’s Financial Services, LLC (“S&P”) options and futures 
were carried at fair value. Realized investment gains and losses are reduced by amounts transferred to the IMR and 
are reflected as an element of net income, net of tax.  Any fees associated with swaps are held in surplus and the 
full fee amount will be recognized in income at the time of termination. 

D. The Company has no amounts excluded from the assessment of hedge effectiveness during the statement year.  

E. The Company recorded $307,475,848 in unrealized gains and $602,261,477 in unrealized losses during the 
statement year resulting from derivatives that did not qualify or no longer qualify for hedge accounting.  

During 2012, the Company terminated certain forward starting swaps included in the Company’s LTCI investment 
portfolio, resulting in a pre-tax gain of $124,579,500.  $62,289,750 of the pre-tax gain was ceded to BLAIC in 
accordance with the terms of a reinsurance agreement between the Company and BLAIC.  $40,488,338 of the gain, 
after-tax, was transferred from realized gains and losses to IMR, net of reinsurance. Accordingly, the net impact of 
the termination of these forward starting swaps was a pre-tax gain of $21,801,413.  

During 2011, the Company terminated certain forward starting swaps included in the Company’s LTCI investment 
portfolio, resulting in a pre-tax gain of $1,253,428,999.  $626,714,499 of the pre-tax gain was ceded to BLAIC in 
accordance with the terms of a reinsurance agreement between the Company and BLAIC.  $407,364,424 of the 
gain, after-tax, was transferred from realized gains and losses to IMR, net of reinsurance.  Accordingly, the net 
impact of the termination of these forward starting swaps was a pre-tax gain of $219,350,075. 

F. For derivatives accounted for as cash flow hedges of a forecasted transaction: 

(1) The maximum length of time over which the Company is hedging its exposure to the variability in future cash 
flows for forecasted transactions is 32 years, excluding those forecasted transactions related to the payment of 
variable interest on existing financial instruments; and 

(2) There were no cash flow hedges discontinued in the statement year as a result of it no longer being probable 
that the original forecasted transactions would occur by the end of the originally specified time period or within 2 
months of that date. 

 

NOTE #9: INCOME TAXES 

A. Components of net deferred tax asset and deferred tax liabilities 
 

1. The components of the net deferred tax asset (“DTA”) recognized in the Company’s Assets, Liabilities, 
Surplus and Other Funds as of December 31, 2012 and 2011 were as follows: 

 

 
 
 
 
 
 

(1)

Ordinary

(2)

Capital

(3)
(Col 1+2)

Total

(4)

Ordinary

(5)

Capital

(6)
(Col 4+5)

Total

(7)
(Col 1-4)
Ordinary

(8)
(Col 2-5) 
Capital

(9)
(Col 7+8)

Total

a. Gross deferred tax assets 494,252,631$        43,427,729$         537,680,360$     527,048,993$    62,860,720$   589,909,713$      (32,796,362)$   (19,432,991)$ (52,229,353)$       
b. Statutory valuation allow ance
    adjustments -                            -                            -                         -                         -                     -                           -                       -                     -                           
c. Adjusted gross deferred tax
    assets (1a - 1b) 494,252,631          43,427,729           537,680,360       527,048,993      62,860,720     589,909,713        (32,796,362)     (19,432,991)   (52,229,353)         

d. Deferred tax assets nonadmitted -                            -                            -                         -                         -                     -                           -                       -                     -                           
e. Subtotal:  net admitted deferred
     tax assets (1c - 1d) 494,252,631          43,427,729           537,680,360       527,048,993      62,860,720     589,909,713        (32,796,362)     (19,432,991)   (52,229,353)         

f. Deferred tax liabilities 319,854,546          95,667,816           415,522,362       373,229,618      73,449,719     446,679,337        (53,375,072)     22,218,097    (31,156,975)         
g. Net admitted deferred tax
    asset/(net deferred tax liability)
    (1e - 1f) 174,398,085$        (52,240,087)$        122,157,998$     153,819,375$    (10,588,999)$ 143,230,376$      20,578,710$    (41,651,088)$ (21,072,378)$       

Change2012 2011
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2. Admission calculation components SSAP No. 101: 

  

3. Ratio used to determine applicable period used in 9A(2): 

 

4. Impact of Tax-Planning Strategies: 

The Company did not use tax planning strategies in the computation of either the adjusted gross deferred 
tax assets or net admitted gross deferred tax assets for years 2012 and 2011.�
 

B. Unrecognized Deferred Tax Liabilities 

The Company did not have any unrecognized deferred tax liabilities (“DTL”) during the years ended December 31, 
2012 and 2011. 

C. Current income tax and change in deferred tax 

The provisions (benefit) for income taxes on operations for the years ended December 31, 2012 and 2011 were as 
follows: 

 

1. Current Income Taxes  2012  2011   Change 
                

a. Federal income taxes $ 2,190,066 $ (220,318,633) $  222,508,699 
b. Foreign income taxes  -  -   - 
c. Federal and foreign income taxes                 
d. Federal income tax on net capital gains 

 2,190,066 
26,009,347 

 (220,318,633) 
412,273,554 

  222,508,699 
(386,264,207) 

e. Utilization of capital loss carry forwards  -  -   - 
f. Other  -  -   - 
g. Federal and foreign income tax incurred         $ 28,199,413 $ 191,954,921 $  (163,755,508) 

 
 

 

The tax effects of temporary differences that give rise to significant portions of the deferred tax asset and 
deferred tax liabilities were as follows as of December 31, 2012 and 2011: 

 
2.  DTA:  2012  2011   Change 

A.  Ordinary        
1. Discounting of unpaid losses $ - $ - $  - 
2. Unearned premium reserve  -  -   - 
3. Policyholder reserves  -  -   - 
4. Investments  54,893,477  66,913,305   (12,019,828) 
5. Deferred acquisition costs  294,976,140  270,633,490   24,342,650 
6. Policyholder dividends accrual  -  -   - 
7. Fixed assets  -  349,413   (349,413) 
8. Compensation and benefits accrual  -  -   - 
9. Pension accrual  -  -   - 
10. Receivable-nonadmitted  56,757  2,002,747   (1,945,990) 
11. Net operating loss carry forward  87,768,762  139,484,835   (51,716,073) 
12. Tax credit carry forward*  10,668,905  10,405,419   263,486 
13. Other (including items<5% of total 

ordinary tax assets) 
       

(1)

Ordinary

(2)

Capital

(3)
(Col 1+2)

Total

(4)

Ordinary

(5)

Capital

(6)
(Col 4+5)

Total

(7)
(Col 1-4)
Ordinary

(8)
(Col 2-5) 
Capital

(9)
(Col 7+8)

Total
a. Federal income taxes paid in 
     prior years recoverable 
     through loss carrybacks -$                      -$                      -$                   -$                   -$               -$                     -$                 -$               -$                     
b. Adjusted gross deferred tax 
     assets expected to be realized 
    (exluding the amount of  
    deferred tax assets from 2(a) 
    above) after application of the
    threshold limitation. (The lesser 
    of 2(b)1 and 2(b)2 below ) 250,459,234          -                            250,459,234       385,275,193      13,406,233     398,681,426        (134,815,959)   (13,406,233)   (148,222,192)       

1. Adjusted gross deferred tax 
    assets expected to be 
    realized follow ing the 
    balance sheet date 250,459,234          -                            250,459,234       432,735,189      15,057,675     447,792,864        (182,275,955)   (15,057,675)   (197,333,630)       
2. Adjusted gross deferred tax
    assets allow ed per 
    limitation threshold XXX XXX 493,156,891       XXX XXX 398,681,426        XXX XXX 94,475,465          

c. Adjusted gross deferred tax 
    assets (excluding the amount of
    deferred tax assets from 2(a) 
    and 2(b) above) offset by gross 
    deferred tax liabilities 243,793,397          43,427,729           287,221,126       141,773,800      49,454,487     191,228,287        102,019,597    (6,026,758)     95,992,839          
d. Deferred tax assets admitted as
     the result of application of 
     SSAP No.101. 
     Total (2(a)+2(b)+2(c)) 494,252,631$        43,427,729$         537,680,360$     527,048,993$    62,860,720$   589,909,713$      (32,796,362)$   (19,432,991)$ (52,229,353)$       

2012 2011 Change

2012 2011
a. Ratio percentage used to 
    determine recovery period and
    threshold limitation amount 832% 774%
b. Amount of adjusted capital and 
    surplus used to determine
    recovery period and
    threshold limitation in 2(b)2 above 3,399,074,902$     3,096,883,223$    



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE  Genworth Life Insurance Company

 19.16 

 
 
 

NOTES TO THE FINANCIAL STATEMENTS 

 

 

  2012  2011   Change 
a. Goodwill and other intangibles $ - $ - $  - 
b. Separate account assets  -  3,489,915   (3,489,915) 
c. Guarantee fund assessments  5,029,358  3,472,372   1,556,986 
d. Other assets  6,565,102  -   6,565,102 
e. Accruals  28,873,326  25,329,251   3,544,075 
f. Reinsurance  5,000,104  4,968,246   31,858 
g. Shareholder level tax on foreign 

subsidiaries 
 

-  -  
 

- 
h. Statutory contingency reserve  -  -   - 
i. State income tax  -  -   - 
j. Other (including items less than 

5% of total ordinary tax assets)  420,700  -   420,700 
Subtotal Other  45,888,590  37,259,784   8,628,806  

99.    Subtotal Ordinary  494,252,631  527,048,993   (32,796,362)  
 B. Statutory valuation allowance adjustment  -  -   -  

C. Nonadmitted DTA  -  -   - 
D. Admitted ordinary DTA (2A99-2B-2C)*  494,252,631  527,048,993   (32,796,362) 
E. Capital        

1. Investments  43,427,729  62,860,720   (19,432,991)  
2      Net capital loss carry forward  -  -   - 
3.     Real estate  -  -   - 
4. Other (including items less than 5% of 

total ordinary tax assets) 
 

-  -   - 
99.   Subtotal Capital  43,427,729  62,860,720   (19,432,991) 

F. Statutory valuation allowance adjustment  -  -   - 
G. Nonadmitted DTA  -  -   -  
H. Admitted capital DTA (2E99-2F-2G)  43,427,729  62,860,720   (19,432,991) 
I. Admitted DTA (2D+2H) $ 537,680,360 $ 589,909,713 $  (52,229,353) 
  

      
 

3.  DTL:         
A.  Ordinary        

1. Investments $ 19,935,194 $ 30,699,383 $  (10,764,189) 
2. Fixed assets  965,396  -   965,396 
3. Deferred and uncollected premiums  40,125,436  45,605,991   (5,480,555) 
4. Policyholder reserves  258,042,345  283,173,916   (25,131,571) 
5. Other        

a. Goodwill and other intangibles  377,663  -   377,663 
b. Separate account assets  247,222  -   247,222 
c. Guarantee fund assessments  -  -   - 
d. Other assets  -  780,739   (780,739) 
e. Accruals  -  -   - 
f. Reinsurance  -  -   - 
g. Shareholder level tax on foreign 

subsidiaries  
 

-  -   - 
h. Statutory contingency reserve  -  -   - 
i. State income tax  161,290  161,290   - 
j. Other*  -  12,808,299   (12,808,299) 

Subtotal Other  786,175  13,750,328   (12,964,153) 
99.   Subtotal Ordinary  319,854,546  373,229,618   (53,375,072) 

B.  Capital         
1. Investments  95,667,816  73,449,719   22,218,097 
2. Real estate  -  -   - 
3. Other  -  -   - 
99.    Subtotal Capital  95,667,816  73,449,719   22,218,097 

C. DTL (3A99+3B99)  415,522,362  446,679,337   (31,156,975) 
4. Net DTA (DTL) (2I-3C) $ 122,157,998 $ 143,230,376 $  (21,072,378) 

*Certain amounts in prior year were reclassified to be in accordance with the 2012 NAIC instructions. 

In 2004, ownership of the Company was transferred to Genworth  Financial, Inc. (“Genworth”) in connection 
with Genworth’s initial public offering.  A joint election was made between Genworth and General Electric 
Company (“GE”), the Company’s former ultimate parent, to treat this transaction as an asset sale under the 
provisions of Section 338 of the Internal Revenue Code. As a result of this election, the Company expects to 
be entitled to additional tax deductions in the current and future years. Pursuant to the Tax Matters Agreement  
(“TMA”) between the Company and Genworth, the Company is obligated to pay to Genworth, on an after-tax 
basis, 80% of each year’s projected realized tax savings generated from these additional deductions. The 
Company has recorded these non-recurring future tax benefits, on a net 20% basis, in the deferred tax 
inventory. 

Based on an analysis of the Company’s tax position, management believes it is more likely than not that the 
results of future operations will generate sufficient taxable income to enable the Company to realize all of its 
deferred tax asset.  Accordingly, no valuation allowance for deferred tax asset has been established. 

The change in net deferred taxes is comprised of the following (this analysis is exclusive of nonadmitted 
assets as the change in nonadmitted assets is reported separately from the change in net deferred income 
taxes in the surplus section of the Annual Statement): 
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D. Reconciliation of Federal income tax rate to actual effective tax rate 

The provision for Federal and foreign income taxes incurred is different from that which would be obtained by 
applying the statutory Federal income tax rate to income before income taxes.  The significant items causing this 
difference for the years ended December 31, 2012 and 2011 were as follows: 

  2012  2011 
Provision computed at 35% statutory tax rate $ 107,661,053 $ 333,921,232 
Tax-exempt income  (153)  (79) 
Benefit of dividends  (35,001,608)  (13,907) 
Nondeductible goodwill  -  - 
Other nondeductible expenses  96,149  92,480 
Tax contingency reserves  13,995,207  (1,760,008) 
Statutory amortization of IMR  (28,112,740)  (143,099,569) 
Foreign taxes  -  - 
Internal Revenue Service interest expense  (49,699)  - 
Current year change in nonadmitted assets  (3,773,324)  (6,558,673) 
Deferred reinsurance gains  (945,268)  (9,297,594) 
Unauthorized reinsurance  -  - 
Change in statutory contingency reserves  -  - 
Tax sharing allocation  -  445,934 
Other prior year true-ups  (25,386,611)  (22,841,914) 
Other surplus changes  10,372,747  6,181,222 
   Total Federal and foreign income tax incurred $ 38,855,753 $ 157,069,124 
     
     
Federal and foreign income taxes incurred $ 28,199,413 $ 191,954,921 
Change in net deferred income taxes (without change in net 
unrealized capital gains (losses)  10,656,340  (34,885,797) 
   Total Federal and foreign income tax incurred $ 38,855,753 $ 157,069,124 
     

E. Operating loss and tax credit carry forwards, and protective tax deposits  

1. As of December 31, 2012, the Company has operating losses to carry forward that will expire, if unutilized, as 
follows: 

Origination  Amount  Expires after 
2009 $ -  2024 
2010  246,213,095  2025 
2011  4,554,805  2026 
2012  -  2027 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   
As of December 31, 2012, the Company has tax credits to carry forward that will expire, if unutilized, as follows: 

 
Origination   Amount  Expires after 

2007 $ -  2017 
2008  38,317  2018 
2009  10,303,658  2019 
2010  63,444  2020 
2011  263,486  2021 
2012  -  2022 

 
 

2. There are no income taxes incurred in the current or prior years that will be available for recoupment in the event 
of future net losses. 

3. The Company has no protective tax deposits with the Internal Revenue Service (“IRS”) under Section 6603 of the 
Internal Revenue Code.   

As of December 31, 2012 and 2011, the Company had unrecognized tax benefits of $16,395,588 and $3,675,000, 
respectively, of which $16,395,588 and $3,675,000, if recognized, would affect the effective tax rate on 
operations. 

The Company recognizes accrued interest and penalties related to unrecognized tax benefits as components of 
income tax expense.  During the years ended December 31, 2012 and 2011, the Company accrued interest 
expense of $1,960,953 and $38,392, respectively, and no penalties. The Company had an interest payable 
balance of $3,531,050 and $1,570,097, and no penalty balances  as of December 31, 2012 and 2011, 
respectively. 

 

2012 2011 Change
 Total Gross Deferred Tax Assets 537,680,360$ 589,909,713$    (52,229,353)$    
 Total Gross Deferred Tax Liabilities 415,522,362   446,679,337      (31,156,975)      
 Net Deferred Tax Asset (Liability) 122,157,998   143,230,376      (21,072,378)      
 Deferred tax on change in net unrealized capital gains (losses) 10,416,038       
 Change in Net Deferred Income Tax (10,656,340)$    

December 31,
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F. Consolidated Federal income tax return 

The Company’s ultimate parent, Genworth, changed its consolidated tax return filing election when it filed the 2011 
Federal tax return in September 2012.  The election is effective for 2011 and all future tax years.   Genworth now 
files a single consolidated Federal income tax return including the Company, all eligible affiliated life insurance 
companies, non-life insurance companies and non-insurance companies. 

The consolidated Federal income tax return for 2012 will include the following companies: 

Genworth Brookfield Life Assurance Company Ltd. (“Brookfield”) 
Senior Financial, Inc. BLAIC 
Liberty Home Equity Solutions, Inc. (f/k/a Genworth 
Financial Home Equity Access, Inc.) Genworth European Group Financing Holdings Company 
Genworth Financial Group Retirement, Inc. Financial Insurance Guernsey PCC Limited 
GNW SF Corporation (f/k/a Security Funding Corporation) Genworth North America Corporation (“GNA”) 
Sub XLVI, Inc. Genworth Financial Commercial Mortgage Warehouse, LLC 
Sub XLII, Inc. Genworth Life Insurance Company of New York (“GLICNY”) 
Genworth Mortgage Holdings, LLC GLAIC 
Genworth Financial Services, Inc. Jamestown Life Insurance Company (“JLIC”) 
Genworth Financial Assurance Corporation Genworth Financial Agency, Inc. 
Genworth Residential Mortgage Insurance of North Carolina Assigned Settlement, Inc. 
Genworth Mortgage Insurance Corporation Mayflower Assignment Corporation 
Genworth Home Equity Insurance Corporation Capital Brokerage Corporation 
Genworth Residential Mortgage Assurance Corporation 
(“GRMAC”) American Agriculturist Services, Inc. 
Genworth Mortgage Insurance Corporation of North 
Carolina 

HGI Annuity Service Corp. 

Sponsored Captive Re, Inc. United Pacific Structured Settlement Company 
Genworth Mortgage Reinsurance Corporation Newco Properties, Inc. 
AssetMark Holdings, Inc. Genworth Financial Mortgage Funding Corp. 
Centurion Capital Group, Inc. Quantuvis Consulting, Inc. 
Centurion Financial Advisors, Inc. National Eldercare Referral Systems, LLC (“CareScout”) 
Genworth Financial Trust Company River Lake Insurance Company (“RLIC”) 
Centurion Hesse Investment Management Corporation River Lake Insurance Company II (“RLIC II”) 
Genworth Financial Wealth Management, Inc. River Lake Insurance Company III (“RLIC III”)** 
Altegris Holdings, Inc. River Lake Insurance Company IV Limited (“RLIC IV”) 
Altegris Portfolio Management, Inc. River Lake Insurance Company VI (“RLIC VI”) 
Altegris Investments, Inc.  River Lake Insurance Company VII (“RLIC VII”) 
Genworth Financial Securities Corporation (“GFSC”)* River Lake Insurance Company VIII (“RLIC VIII”) 
Genworth Financial Advisers Corporation (“GFAC”)* Rivermont Life Insurance Company I (“Rivermont”) 
Genworth Financial Investment Services, Inc. (“GFIS”)* River Lake Insurance Company IX (“RLIC IX”) 
Genworth Financial International Holdings, Inc. River Lake Insurance Company X (“RLIC X”) 

*GFSC, GFAC and GFIS were sold to a third party on April 2, 2012 
** RLIC III was dissolved on June 8, 2012 

During 2012, the Company joined the Tax Allocation Agreement among Genworth and certain of its subsidiaries, 
effective as of January 1, 2011.  The method of income tax allocation was subject to this written agreement and 
approved by state insurance regulators and the Company’s Board of Directors.  The tax allocation was based on the 
separate return liabilities with offsets for losses and credits utilized to reduce the current consolidated tax liability as 
required by applicable law and regulation.  The Company’s policy is to settle intercompany tax balances quarterly, 
with a final settlement after filing of the Federal income tax return.    

The Company is a party to special tax sharing agreements which allocate taxes among GLAIC and certain of 
GLAIC’s subsidiaries.  The Company is a party to the special tax sharing agreements as the parent of the 
consolidated life company group, but the agreements do not impact the Company’s tax balances. 

The Company is party to an amended and restated tax assumption agreement (the “tax assumption agreement”) 
with its parent, GNA, wherein GNA assumes responsibility for certain tax contingencies of the Company and its 
subsidiaries. GNA's responsibility is limited to $20,000,000, and has no responsibility for tax contingencies first 
established in accounting periods which ended after 2009. 

During 2012, the Company’s parent GNA assumed $17,401,688 of Federal taxes payable from the Company’s 
wholly-owned direct subsidiary, GLAIC, under a tax assumption agreement as a result of a settlement under the Tax 
Matters Agreement and related agreements with GE, the former ultimate parent company.   As a result of this 
transaction, the Company recorded a $17,401,688 increase to investment in affiliate common stock and an increase 
to paid in capital and surplus.   

During 2012, the Company increased its income tax provision for changes in tax contingencies identified prior to 
2010, which are included in the tax assumption agreement.  This increase of $525,000, net of transactions with 
subsidiaries and affiliates, resulted in a decrease to net income.  The net effect of the tax assumption agreement 
resulted in a decrease to liabilities for the provision of $525,000 and an increase to capital and surplus through a 
decrease to paid-in surplus in an equal amount.  There was no impact on the Company’s total capital and surplus as 
of December 31, 2012. 

During 2011, the Company decreased its income tax provision for changes in tax contingencies identified prior to 
2010, which are included in the tax assumption agreement.  This decrease of $3,153,650, net of transactions with 
subsidiaries and affiliates, resulted in an increase to net income.  The net effect of the tax assumption agreement 
resulted in an increase to liabilities for the provision of $3,153,650 and a decrease to capital and surplus through a 
decrease to paid-in surplus in an equal amount.  There was no impact on the Company’s total capital and surplus as 
of December 31, 2011.   
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As of December 31, 2012 and 2011, the Company recorded cumulative additional paid-in capital of $14,264,921 and 
$13,739,921, respectively, related to the tax assumption agreement. 

For tax years prior to 2011, the Company filed U.S. Federal income tax returns (together with certain of its 
subsidiaries in consolidated life returns) and various state and local tax returns. For tax years beginning in 2011, the 
Company was included in the life/non-life consolidated return filed by Genworth.  With possible exceptions, the 
Company is no longer subject to U.S. Federal tax examinations for years through 2006.  Any exposure with respect 
to these pre-2006 years has been sufficiently recorded in the financial statements. Potential state and local 
examinations for those years are generally restricted to results that are based on closed U.S. Federal examinations.  
On August 26, 2011, the IRS submitted a revenue agent’s report (“RAR”) with respect to its completion of its review 
of the Company’s U.S. income tax returns for the 2007 and 2008 tax years.  The RAR includes disagreed issues 
which have been timely protested; based on certain developments with the IRS’s Large Business & International 
(“L,B&I”) division, the Company understands that the IRS examination team is in the process of conceding such 
disagreed issues and a revised RAR is forthcoming.   The Company was included in a consolidated return with its 
former parent, GE, in 2004 before the Genworth initial public offering.  The IRS has completed its examination of this 
GE consolidated return in 2010, and the appropriate adjustments under the Genworth’s Tax Matters Agreement and 
other tax sharing arrangements with GE were settled and finalized during the year ended December 31, 2012.  The 
Company is also responsible for any tax liability of any separate U.S. Federal and state life insurance pre-disposition 
period returns of former life insurance subsidiaries sold to Aetna, Inc. on October 1, 2011.  

G. The Company believes it is not reasonably possible that the liability related to any Federal or foreign tax loss 
contingencies may significantly increase within the next 12 months.  

 

NOTE #10: INFORMATION CONCERNING PARENTS, SUBSIDIARIES AND AFFILIATES  

A., B., & C.  On December 27, 2012, the Company made a capital contribution in cash of $25,009,332 to GLAIC. 

On December 17, 2012, the Company sold forty-one securities to GLAIC with an aggregate fair market value of 
$195,114,740 plus accrued interest of $1,999,931 in cash. 

On December 14, May 18, and February 24, 2012, the Company made capital contributions in cash of $3,000,000, 
$300,000, and $6,000,000, respectively, to CareScout. 

On December 12, 2012, the Company received a return of capital from GLIC Real Estate LLC (“GLIC RE”) in the 
amount of $11,920,919 in cash. 

On December 10, 2012, the Company purchased in the open market $20,000,000 of RLIC II outstanding surplus 
notes from an unaffiliated party.   

On October 22, 2012, the Company sold one security to GLICNY with a fair market value of $1,006,879 and accrued 
interest of $13,635 in cash.   

On July 2, 2012, the Company received an ordinary cash dividend from GLAIC in the amount of $100,000,000. 

On June 25, 2012, the Company received a return of capital from GLIC RE in the amount of $8,932,058 in cash. 

On April 26, 2012, the Company sold to GLICNY one security with a fair market value of $7,123,932 and accrued 
interest of $30,159 in cash. 

On January 1, 2012, GNA contributed capital to the Company of $6,130,417 in the form of a 100% membership 
interest in CareScout.  The transaction  was  recorded as an  increase in gross  paid in and  contributed  surplus  
and an increase in  other invested assets which was subsequently non-admitted.   

During 2012, the Company purchased from unaffiliated parties, pursuant to a tender offer, $475,000,000 of 
securities backed by RLIC III surplus notes (the “INC Notes”).   

During February and March 2012, RLIC III redeemed all $750,000,000 of its issued and outstanding surplus notes at 
par with the Delaware trusts in which the surplus notes were deposited redeeming an equal amount of INC Notes 
issued by such trusts.  The Company held $573,900,000 in face value and $474,253,500 in book value of the INC 
Notes redeemed by the Delaware trusts resulting in a pretax gain of approximately $99,400,000. 

On January 26, 2012, the Company purchased securities from RLIC III with a statutory book value of $144,591,672 
and a market value of $166,122,990 plus accrued interest of $1,937,084.  This sale was completed to facilitate the 
planned redemption of the INC Notes related to RLIC III.   

On March 28, 2012, the Company made a capital contribution of $64,770,225 in cash to GLAIC.  This amount 
represented the Company’s after tax investment gain arising from the redemption by RLIC III INC Notes, which the 
Company had previously acquired through a tender offer and open market purchases. 

During 2012, the Company transferred one loan to GLIC RE with a book value of $17,000,389 and accrued interest 
of $248,703. 

 During 2012, the Company purchased from unaffiliated parties $269,700,000 notes issued by RLIC IV.   
Subsequently during 2012, all RLIC IV notes, $275,590,010, held by the Company were called, no gain/loss was 
recorded as the notes were amortized to the call price. 
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D. Amounts due from and due to the Company’s parents, subsidiaries and affiliates as of December 31, 2012 and  
2011 were as follows: 

 Current Year Prior Year 
Name of Parents, Subsidiaries & 

Affiliates Due From Due To Due From Due To 
JLIC $              8,545 $                       - $                       - $           12,317 
Genworth - 479,630 - 6,310 
GLAIC 1,009,832 - - 1,697,923 
GNA  - 23,191,516 215 20,980,524 
GLICNY  53,383 - - 485,929 
CareScout - 72,939 - 44,902 
Newco Properties, Inc. 3,521 - - - 
GRMAC - - - 765 
Total $       1,075,281 $       23,744,085 $                  215 $    23,228,670   

 

E. The Company has guarantees written for the benefit of related parties, see note 14A. 

F. The Company, along with its subsidiaries, and various other insurance company affiliates, all direct and/or indirect 
subsidiaries of Genworth, are parties to an amended and restated services and shared expenses agreement under 
which each company agrees to provide and each company agrees to receive certain general services.  These 
services include, but are not limited to, data processing, communications, marketing, public relations, advertising, 
investment management, human resources, accounting, actuarial, legal, administration of agent and agency 
matters, purchasing, underwriting and claims.  Under the terms of the agreement, settlements are to be made 
quarterly.  This contract represents the principal administrative service agreement between the Company and the 
following affiliates: 

BLAIC 
Brookfield 
GLAIC  
GNA  
GRMAC  
JLIC  
RLIC 
RLIC II 
RLIC III* 
RLIC IV  
RLIC VI 
RLIC VII 
RLIC VIII 
RLIC IX 
Rivermont 

*RLIC III was dissolved on June 8, 2012.  

The Company and GLICNY are parties to an Administrative Services Agreement whereby the Company provides 
GLICNY with advertising, actuarial, legal, electronic data processing, preparation of accounting records, underwriting, 
claims and marketing services. 

G. The Company is owned 100% by GNA. GNA is in turn, 100% owned by Genworth, which is owned by public 
shareholders. 

H. The Company owns no shares of an upstream intermediate or ultimate parent, either directly or indirectly, via a 
downstream subsidiary, controlled or affiliated company. 

I. The Company’s investment in each of its subsidiaries is less than 10% of admitted assets. 

J. The Company did not recognize any impairments for its investment in subsidiaries during the statement year. 

K. The Company does not carry an investment in a foreign subsidiary.   

L. The Company carries an investment in a downstream noninsurance holding company, GLIC RE. 

  

NOTE #11: DEBT 

A. The Company has a Master Promissory Note agreement, executed December 18, 2006, which involves both 
borrowing from and making loans to GNA, the Company’s parent.  The principal is payable upon written demand of 
the lender or at the discretion of the borrower.  The note pays interest at the cost of funds of GNA, which was 0.25% 
in December 2012.  The Company has no outstanding balance payable to GNA as of December 31, 2012 and cash 
interest paid in 2012 was $4,403.   

The Company did not have any capital notes outstanding during the statement year. 

The Company did not have any reverse repurchase agreements included as part of debt during the statement year.  

B. FHLB Funding Agreements  

The Company did not have any funding agreements with Federal Home Loan Banks structured as debt during the 
statement year. 
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NOTE #12: RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYMENT BENEFITS AND 
COMPENSATED ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS 

The Company has no employees, however, it is allocated costs for services provided by employees of affiliated 
companies. 

A. Defined Benefit Plan 

The Company does not have any employees.  

B. Defined Contribution Plan 

The Company does not have any employees.  

C. Multiemployer Plan 

The Company does not participate in any multiemployer plans. 

D. Consolidated/Holding Company Plans 

The Company does not have any employees.  

E. Postemployment Benefits and Compensated Absences 

The Company does not have any employees.  

F. Impact of Medicare Modernization Act on Postretirement Benefits 

The provisions of the Medicare Modernization Act on Postretirement Benefits are not applicable to the Company as 
all employment benefit plans, including postretirement benefits, are maintained in GNA. 

 

NOTE #13: CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND QUASI-
REORGANIZATION 

1. Capital Stock Authorized 

The Company has 6,200,000 shares of authorized common stock, par value of $1 per share, of which 4,561,258 
shares are issued and outstanding as of December 31, 2012.  

2. Preferred Stock Issuances 

The Company has 1,000,000 shares of authorized preferred stock, par value of $1 per share, issuable in one or 
more series with such rights, preferences, and privileges as may be determined by the directors in each instance, 
without further action by the shareholders, of which  300,000 shares of redeemable preferred stock are issued and 
outstanding as of December 31, 2012. 

3. Dividend Restrictions 

The maximum amount of shareholder dividends that can be paid by the Company without prior approval of the 
Delaware Department is subject to restrictions. The maximum unrestricted dividend payout that may be made in 
2013 is the greater of 10% of the Company’s statutory surplus as of December 31, 2012 or its net gain from 
operations for 2012, with such dividend payout not to exceed the Company’s earned surplus. The maximum 
dividend payout that can be made without prior approval in 2013 is $341,053,524. 

4. Paid Dividends  

On December 21, 2012, the Company, with prior approval from the Delaware Department, paid an extra ordinary 
cash dividend on its common stock in the amount of $25,000,000 to GNA. 

On September 27, 2012, the Company, with prior approval from  the Delaware Department, paid an extraordinary 
cash dividend on its common stock in the amount of $50,000,000 to GNA. 

On September 10, 2012, the Company, with prior approval from the Delaware Department, paid an extraordinary 
cash dividend on its preferred stock in the amounts of $862,075 and $6,637,925 to GMIC NC and GMIC, 
respectively. 

On April 27, 2012, the Company, with prior with prior approval from the Delaware Department, paid an extraordinary 
cash dividend of $100,000,000 to GNA. 

On February 29, 2012, the Company, with prior approval from the Delaware Department, paid an extra ordinary 
cash dividend on its preferred stock in the amounts of $862,075 and $6,637,925 to GMIC NC and GMIC, 
respectively. 

5. Ordinary Dividend Potential 

Within the limitations of Note 13.3 above, there are no restrictions placed on the portion of the Company profits that 
may be paid as ordinary dividends to its stockholder. 

6. Unassigned Surplus Restrictions 

There were no restrictions on the Company’s unassigned surplus during the statement year. 

7. Mutual Surplus Advances 

The Company did not have any mutual surplus advances during the statement year. 

8. Company Stock Held for Special Purposes 

The Company did not have any company stock held for special purposes during the statement year. 

9. Change in Special Surplus Funds 

The change in the balance of Aggregate write-ins for special surplus funds is due to the change in additional 
admitted deferred tax asset recorded pursuant to SSAP No.101, paragraph 11.b.1.  



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE  Genworth Life Insurance Company

 19.22 

 
 
 

NOTES TO THE FINANCIAL STATEMENTS 

 

 

10. Change in Unassigned Surplus 

The portion of unassigned funds (surplus) represented or reduced by cumulative unrealized gains and losses was 
$1,279,352,436 as of December 31, 2012. 

11. Surplus Notes 

The Company does not have any surplus notes. 

12. Quasi Reorganizations Impact 

The Company did not participate in any quasi reorganization during the statement year. 

13. Quasi Reorganizations – Last 10 Years 

The Company has not participated in any quasi reorganization in the past 10 years.  

 

NOTE #14: CONTINGENCIES 

A. Contingent Commitments 

(1) The Company has future commitments of $41,207,314 related to its investments in limited partnerships as of 
December 31, 2012. These limited partnerships are part of the Company’s private equity and real estate 
programs. The funding commitments relate to future equity stakes in a portfolio of private companies, first 
mortgage loans and mezzanine debt.  
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The following table provides additional information about the Company’s related party guarantees: 

1 2 3 4 5 

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

agreement. 

Liability 
recognition 

of 
guarantee. 

(Include 
amount 

recognized 
at inception. 
If no initial 

recognition, 
document 
exception 
allowed 

under SSAP 
No. 5R.) 

Ultimate 
financial 

statement 
impact if 

action 
under the 
guarantee 

is required. 

Maximum 
potential 

amount of future 
payments 

(undiscounted) 
the guarantor 

could be 
required to 

make under the 
guarantee. If 

unable to 
develop an 

estimate, this 
should be 

specifically 
noted. 

Current status of 
payment or 

performance risk of 
guarantee. Also 

provide additional 
discussion as 

warranted. 
Guarantee delivered to HDI-Gerling 
International Holding AG (“HDI”) which 
unconditionally guarantees the timely 
payment to HDI by Genworth Financial 
International Holdings, Inc. (“GFIH”), an 
affiliate of the Company, of certain 
obligations entered into by GFIH 
related to the Company’s sale of 
Genworth Seguros to HDI in 2009.  The 
guarantee shall continue until the rights 
of HDI to bring any claims with respect 
to GFIH’s payment obligations expire or 
cease to exist.  

Zero Expense $30,000,000 

The sale was 
completed and the 
Company does not 
expect to make any 
payments under the 
guaranty agreement. 

Performance guarantee of, GLICNY, 
under reinsurance and administrative 
services agreements in connection with 
GLICNY’s reinsurance of a LTCI block 
from MetLife Insurance Company of 
Connecticut (“MLIC”). The guaranty 
expires when the reinsurance 
agreement is terminated or GLICNY 
has taken steps to effect novation of 
the reinsured policies. 

Zero  Capital 
Contribution 

Unable to 
estimate 

As of December 31, 
2012, GLICNY’s 
capital and surplus 
and RBC are at levels 
that continue to be 
well in excess of 
minimum 
requirements. In 
addition, the policies 
are retroceded to 
Union Fidelity Life 
Insurance Company 
(“UFLIC”) and fully 
supported by trust 
assets.  No payments 
are expected to be 
made under the 
guaranty agreement. 

Capital and surplus guaranty to 
GLICNY at the request of the New 
Jersey Department of Banking and 
Insurance in connection with the 
merger of American Mayflower Life 
Insurance Company with and into 
GLICNY, effective January 1, 2007 to 
maintain the minimum capital and 
surplus requirement for foreign insurers 
for a minimum of ten years.   

Zero  Capital 
Contribution 

Unable to 
estimate 

As of December 31, 
2012, GLICNY 
exceeded the 
minimum capital and 
surplus requirements 
for foreign insurers in 
New Jersey. No 
payments are 
expected to be made 
under the guaranty 
agreement. 

Parental guarantee with BP Prospect 
Place LLC. (“BPPP”), which 
unconditionally guarantees the timely 
payment to BPPP by CareScout, a 
subsidiary of the Company.  The 
guaranty expires on October 31, 2017. 

Zero Expense $75,000 

The Company does 
not expect to make 
any payments under 
the guaranty 
agreement. 

Total - XXX $30,075,000 XXX 
 

The Company does not have any recourse provisions or collateral that would enable it to recover any of the 
amounts paid under the above guarantees.  
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(3) The following table provides an aggregate compilation of guarantee obligations: 
 

a. Aggregate Maximum Potential of Future Payments of 
All Guarantees (undiscounted) the guarantor could be 
required to make under guarantees. (Should equal total 
of Column 4 for (2) above.) $ 30,075,000 

b. Current Liability Recognized in F/S:   
 1.  Noncontigent Liabilities  - 
 2.  Contingent Liabilities  - 
c. Ultimate Financial Statement Impact if action under the 

guarantee is required.    
 1.  Investments in SCA  - 
 2.  Joint Venture  - 
 3.  Dividends to Stockholders (capital contribution)  - 
 4.  Expense  30,075,000 
 5.  Other  - 
 6.  Total (Should equal (3)a.) $ 30,075,000 

 

B. Assessments 

(1) The Company is required by law to participate in the guaranty associations of the various states in which it is 
licensed to do business.  The state guaranty associations ensure payment of guaranteed benefits, with certain 
restrictions, to policyholders of impaired or insolvent insurance companies by assessing all other companies 
operating in similar lines of business. 

The Company has accrued and recognized through net income a liability for retrospective premium-based 
guaranty fund assessments of $21,729,889, and a related premium tax benefit asset of $13,150,338 as of 
December 31, 2012.  These amounts represent management’s best estimate based on information received 
from the state in which the Company writes business and may change due to many factors including the 
Company’s share of the ultimate cost of current insolvencies.  The premium tax benefit is generally realized 
over a five-year period, but can vary depending on state laws. 

(2) The following table provides information about the Company’s premium-tax benefit asset as of December 31, 
2012:   

a. Assets recognized from paid and accrued premiums 
tax offsets and policy surcharges prior year-end 

$ 7,440,281 
b. Decreases current year:   

Policy surcharges collected  - 
Policy surcharges charged off  - 
Premium tax offset applied  211,224 
True-Up adjustment  20,556 
2012 Cash payments reclassed to liability  765,212 
NOLHGA adjustments  3,692 

c. Increases current year:   

Policy surcharges collected  - 
Policy surcharges charged off  - 
Premium tax offset applied  - 
Cash payments amortization  767,050 
Prior year NOLHGA adjustment   5,943,691 

d. Asset recognized from paid and accrued premium 
tax offsets and policy surcharges current year-end $ 13,150,338 

C. Gain Contingencies 

The Company does not have any gain contingencies during the statement year. 

D. Claims related extra contractual obligation and bad faith losses stemming from lawsuits 

The Company does not have any claims related extra contractual obligations or bad faith losses stemming from 
lawsuits. 

E. All Other Contingencies 

Various lawsuits against the Company have arisen in the course of the Company’s business. The Company does 
not consider existing contingent liabilities arising from litigation, income taxes and other matters to be material in 
relation to the financial position of the Company. 

Swiss Re reinsures a block of LTCI policies issued by the Company and GLICNY.  In the first and second quarters 
of 2011, Swiss Re withheld reinsurance amounts due as a purported offset against alleged underpaid premiums.  
On December 19, 2011, the Company and GLICNY initiated an arbitration proceeding seeking to recover the unpaid 
premiums. 

Through a series of co-insurance and related agreements, the Company and an affiliate became the 100% reinsurer 
of a block of LTCI issued by MetLife.  The Company, the affiliate and MetLife are in a dispute over MetLife failure to 
transfer the cash equivalent of certain reserves associated with Consumer Price Index riders.  The Company intends 
to pursue recovery of the amounts owed. 
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As of December 31, 2012,  the Company could not determine or predict the ultimate outcome of any of the pending 
legal and regulatory matters specifically identified above.  In light of the inherent uncertainties involved in these 
matters, no amounts have been accrued.  The Company is not able to provide an estimate or range of possible 
losses related to these matters. 

 

NOTE #15: LEASES 

A. Lessee Leasing Arrangements 

(1) The Company leases office and storage under various non-cancelable operating lease arrangements. These 
leases expire in varying years through 2015. The Company’s most significant operating lease covers its office in 
San Rafael, California with the lease expiring in 2015. None of the leases contain purchase options. The 
Company’s total lease rental expenses were  $1,735,792 for the year ended 2012. 

 

(2) As of January 1, 2013, the minimum aggregate rental commitments were as follows: 

Year Ending 
December 31 

 
Operating Leases 

  
2013 $ 1,711,931 
2014  1,733,899 
2015  880,614 
2016 and later  - 

Total $ 4,326,444 

Certain rental commitments have renewal options extending through the year 2020. Some of these renewals 
are subject to adjustments in future periods. 

(3) The Company was not involved in any material sale-leaseback transactions during the statement year. 

B. Lessor Leasing Arrangements 

The Company did not participate in any material lessor leasing arrangements during the statement year. 

 

NOTE #16: INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND FINANCIAL 
INSTRUMENTS WITH CONCENTRATION OF CREDIT RISK 

1. The table below summarizes the face amount of the Company’s financial instruments with off-balance sheet risk.  

Current Year Prior Year Current Year Prior Year

a. Swaps $ 9,062,538,863 $ 14,411,017,863     $ 5,967,800,000 $ 3,874,000,000    

b. Futures - - - -

c. Options - - - -

d. Cross currency 86,626,316 - 96,815,161 -
e. Credit default swaps 621,900,000 34,900,000            219,000,000 936,000,000       

f.  Bond purchase commitments 456,000,000 504,000,000          - -

g. Inflation indexed coupon swaps - - 494,535,399 485,668,089       

h. Total $ 10,227,065,179 $ 14,949,917,863     $ 6,778,150,560 $ 5,295,668,089    

Assets Liabilities

***See Schedule DB of the Company's annual statement for additional detail.***  

2. The Company uses interest rate swaps to reduce market risks from changes in interest rates and to alter interest 
rate exposures arising from mismatches between assets and liabilities.  Under interest rate swaps, the Company 
agrees with other parties to exchange, at specified intervals, the difference between fixed-rate and floating-rate 
interest amounts calculated by reference to an agreed notional principal amount.  Generally, no cash is exchanged 
at the outset of the contract and no principal payments are made by either party.  These transactions are entered 
into pursuant to master agreements that provide for a single net payment to be made by one counterparty at each 
due date. 

The Company uses foreign currency swaps to reduce market risks from changes in foreign currency rates and to 
alter interest rate exposure arising from mismatches between assets and liabilities. 

The Company uses inflation indexed coupon swaps to hedge the variable cash flows from U.S. Treasury Inflation 
Protected Securities.  The Company uses Bond purchase commitments to lock in prices of future bond purchases.  
The Company uses swaptions to mitigate interest rate risk exposure in a declining rate environment.  A swaption 
gives the right, but not the obligation to enter into an interest rate swap.   If the Company exercises the option, it 
would receive a cash payment for the difference between the exercise price and the market value of the interest rate 
swap.   

The Company sells protection under single name credit default swaps and credit default swap index tranches in 
combination with purchasing other investments to reproduce investment characteristics of similar investments based 
on the credit quality and term of the credit default swap.  Credit default triggers for both indexed reference entities 
and single name reference entities follow the Credit Derivatives Physical Settlement Matrix published by the 
International Swaps and Derivatives Association, Inc.  Under these terms, credit default triggers are defined as 
bankruptcy, failure to pay, or restructuring, if applicable.  The Company’s maximum exposure to credit loss equals 
the notional value of the credit default swaps.  In the event of default, the Company is typically required to pay the 
protection holder the full notional value less a recovery rate determined at auction. 
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The following table sets forth credit default swaps where the Company sells protection on single name reference 
entities and the fair values as of December 31, 2012:  

Reference entity credit rating and maturity: Notional value Assets Liabilities

A
Matures in less than one year 15,400,000$         142,312$            -$                     
Matures after one year through five years 10,000,000           244,567              -                       

BBB
Matures after one year through five years 19,500,000           47,395                -                       
Matures after five years through ten years 19,000,000           -                         241,072           

Total single name credit default swaps 63,900,000$         434,274$            241,072$          

The following table sets forth credit default swaps where the Company sells protection on credit default swap index 
tranches and the fair values as of December 31, 2012:  

Index tranche attachment/detachment point and maturity Notional value Assets Liabilities

9% 12% matures in less than one year 50,000,000$        -$                   -$                     

9% 12% matures after one year through five years 250,000,000        -                     1,746,545        

7% 15% matures after one year through five years 100,000,000        -                     3,492,162        

10% 15% matures after one year through five years 250,000,000        -                     1,887,907        

15% 30% matures after five years through ten years 127,000,000        783,109         -                       

Total credit default index swaps 777,000,000$      783,109$       7,126,614$      

 
3. The Company is exposed to credit-related losses in the event of nonperformance by counterparties to financial 

instruments, but it does not expect any counterparties to fail to meet their obligations given their high credit ratings. 
The credit exposure to over-the-counter derivatives is represented by the fair value of contracts with a positive fair 
value at the reporting date, less collateral.   

4. The current credit exposure of the Company’s derivative contracts is limited to net positive fair value owed by the 
counterparties, less collateral held. Credit risk is managed by entering into transactions with creditworthy 
counterparties. The Company also attempts to minimize its exposure to credit risk through the use of various credit 
monitoring techniques and monitoring overall collateral held. 100% of the net credit exposure for the Company from 
derivative contracts is with investment-grade counterparties. 

 

NOTE #17: SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES 

A. Transfers of Receivables Reported as Sales 

The Company did not have any transfers of receivables reported as sales during the statement year. 

B. Transfer and Servicing of Financial Assets  

See Note 5E. 

C. Wash Sales 

The Company did not incur any wash sales during the statement year. 

 

NOTE #18: GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE UNINSURED 
PORTION OF PARTIALLY INSURED PLANS 

A. ASO Plans 

The Company does not participate in ASO plans. 

B. ASC Plans  

The Company does not participate in ASC plans. 

C. Medicare or Similarly Structured Cost Based Reimbursement Contract 

The Company does not participate in Medicare or similarly structured cost based reimbursement contracts. 

 

NOTE #19: DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD PARTY 
ADMINISTRATORS 

Name and address of 
managing general agent or 
third party administration 

FEIN 
number 

Exclusive 
contract 

Types of 
business 
written 

Types of 
authority 
granted 

Total Direct 
premium 

written/produced 
by 

Univita Health, Inc. 
11000 Prairie Lakes Drive 
Eden Prairie, MN 55344 26-3778546 Yes LTC B,P,U 66,453,909 
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NOTE #20:   FAIR VALUE MEASUREMENTS 

All assets and liabilities carried at fair value are classified and disclosed in one of the following three categories:    

• Level 1—Quoted prices for identical instruments in active markets.  

• Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments 
in markets that are not active; and model-derived valuations whose inputs are observable or whose 
significant value drivers are observable.  

• Level 3—Instruments whose significant value drivers are unobservable.  

Refer to No. 4 below for discussion of valuation techniques.   

A. Fair Value Classification 

1. The following table sets forth the Company’s assets and liabilities that were measured at fair value as of 
December 31, 2012: 

Description for each class of asset or liability  Level 1  Level 2  Level 3  Total 
a. Assets at fair value         
 Bonds         
         Residential mortgage-backed $ - $ 8,758,897 $ - $ 8,758,897 
         Commercial mortgage-backed  -  3,507,060  -  3,507,060 
                   Total bonds  -  12,265,957  -  12,265,957 
 Common stock         
         U.S. government agencies  -  -  48,756,200  48,756,200 
         Industrial and miscellaneous   27,900  -  7,656,728  7,684,628 
                   Total common stock  27,900  -  56,412,928  56,440,828 
 Derivative assets         
         Interest rate swaps  -  599,387,636  -  599,387,636 
         Credit default swaps   -  434,274  -  434,274 
  Credit default swaps tranche  -  -  783,109  783,109 
  Foreign currency swaps  -  1,520,556  -  1,520,556 
                    Total derivatives  -  601,342,466  783,109  602,125,575 
 Separate account assets  4,990,668  61,710  -  5,052,378 
 Total assets at fair value $ 5,018,568 $ 613,670,133 $ 57,196,037 $ 675,884,738 
          
b. Liabilities at fair value         
 Derivative liabilities         
         Interest rate swaps $ - $ 274,877,178 $ - $ 274,877,178 
         Inflation indexed swaps  -  28,719,005  -  28,719,005 
         Credit default swaps  -  241,072  -  241,072 
         Credit default swaps tranche  -  -  7,126,614  7,126,614 
 Foreign currency swaps  -  783,766  -  783,766 
 Total derivative liabilities  -  304,621,021  7,126,614  311,747,635 
 Total liabilities at fair value $ - $ 304,621,021 $ 7,126,614 $ 311,747,635 
 

The following table sets forth the Company’s assets and liabilities that were measured at fair value as of 
December 31, 2011 and is presented in accordance with the 2011 NAIC Instructions: 

Description for each class of asset or liability  Level 1 Level 2 Level 3 Total 

  Bonds:           
   Residential mortgage-backed           $                 -                $       15,564,734          $                    -  $     15,564,734 
  Commercial mortgage-backed - 92,397 - 92,397 
   Other asset-backed  -              1,988,363 909,962 2,898,325 
  Hybrids - - - - 

  Total Bonds  $                 -                                  $       17,645,493       $        909,962      $     18,555,455     
   Preferred and common stocks  $       44,933                  $                        -                 $   54,603,799   $     54,648,732 
  Separate account assets 5,111,707 135,776 - 5,247,483 

  Derivatives:     
  Interest rate swaps $                 -                $     696,923,071     $                    -         $   696,923,071 
  Inflation indexed swaps - 4,753 - 4,753 
   Foreign currency swaps -             385,941 - 385,941 
 Total derivative assets       $                 -           $     697,313,765   $                    -                    $   697,313,765 
 Total assets at fair value     $  5,156,640              $     715,095,034      $     5,513,761   $   775,765,435   
Liabilities      
  Derivatives:     
                      Interest rate swaps  $                 -                 $     362,903,363 $                    -               $   362,903,363 
  Inflation indexed swaps  - 18,576,700 - 18,576,700 
 Credit default swaps - 1,855,896 - 1,855,896 
  Credit default swaps tranche - - 29,661,584 29,661,584 
   Total derivative liabilities  $                 -                $     383,335,959      $   29,661,584   $   412,997,543 
Total liabilities at fair value $                 -              $     383,335,959 $   29,661,584    $   412,997,543 
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2. Level 3 Classifications 

The following table presents additional information about assets and liabilities measured at fair value for which 
the Company has utilized significant unobservable (Level 3) inputs to determine fair value as of December 31, 
2012: 

Description 

 Beginning 
balance as 

 of January 1, 
2012 

Transfers 
into Level 

3 (a)   

Transfers 
out of 

Level 3 (b) 

Total gains 
and (losses) 
included in 
net income 

Total gains 
and (losses) 
included in 

surplus Purchases  Issuances Sales Settlements 

Ending 
balance as 

of December 
31, 2012 

Assets:           
Loan-Backed and 
Structured Securities 
(NAIC 3-6)           

     Other asset-backed $        909,962 $         - $              - $     (389,245) $        278,202 $                      - $              - $(638,471) $   (160,448) $                   - 
     Derivatives           

Credit default swaps 
tranche - - - 4,480,050 276,740     (3,322,848) - - (650,833) 783,109 

     Preferred and 
     Common Stock 54,603,799 - - (134,859) 723 1,943,266 - - - 56,412,929 

     Total Assets $   55,513,761 $          - $              - $     3,955,946 $        555,665        (1,379,582) $             - $(638,471) $   (811,281) $  57,196,038 
 Liabilities:          
     Derivatives           

Credit default swaps 
tranche (29,661,584) - - (12,839,975) 24,643,895 12,609,790 - - (1,878,740) (7,126,614) 

     Total Liabilities $(29,661,584) $          - $              - $(12,839,975) $   24,643,895 $      12,609,790 $             - $              - $(1,878,740) $  (7,126,614) 

(a) Measurement basis changed from amortized cost to fair value based in NAIC designation. 
(b) Primarily related to a change in the observability of inputs used to determine fair value. 

The following table presents additional information about assets and liabilities measured at fair value for which the Company 
has utilized significant unobservable (Level 3) inputs to determine fair value as of December 31, 2011 and is presented in 
accordance with the 2011 NAIC Instructions: 

Investment   

 Beginning 
balance as of 

January 1, 
2011 

Transfers 
in to Level 

3 (a)   
Transfers out 
of Level 3 (b) 

Total gains 
and (losses) 

included in net 
income 

Total gains 
and (losses) 
included in 

surplus Purchases  Issuances Sales Settlements 

Ending 
balance as of 

December 
31, 2011 

Industrial and 
miscellaneous 

      
$5,530,000 $                - $                - $(2,730,000) $                - $                - $              - $(2,800,000) $                -    $                - 

Other asset-
backed  5,092,454 - (3,811,595) (1,628,131) 1,519,604 - - - (262,372) 909,962 

Preferred and 
Common stock  7,364,199 23,700,900 - - - 23,538,700 - - - 54,603,799 

Derivative 
assets  1,740,110 - - 4,456,054 (6,196,164) - - - - - 

Derivative 
liabilities  (7,740,540) - - 6,273,710 (16,600,046) (2,910,608) - 1,209,211 (9,893,311) (29,661,584) 

Total 
      

$11,986,223 $23,700,900 $(3,811,595) $    6,371,633                      $(21,276,606) $ 20,628,092                $              - $(1,590,789) $(10,155,683)   
    

$25,852,177 

(a) Measurement basis changed from amortized cost to fair value based on NAIC designation. 
(b) Primarily related to a change in the observability of inputs used to determine fair value. 

Realized and unrealized gains (losses) on Level 3 assets and liabilities are primarily reported in either net 
income or change in net unrealized capital gains (losses) based on the appropriate accounting treatment for the 
instrument. 

Purchases, sales, issuances and settlements represent the activity that occurred during the period that results in 
a change of the asset or liability but does not represent changes in fair value for the instruments held at the 
beginning of the year. Such activity primarily consists of purchases and settlements of derivative instruments.  

There were no gains or losses for the year included in net income (loss) attributable to unrealized gains (losses) 
related to assets still held as of the reporting date. 

3. Transfers Between Levels 

The Company reviews the fair value hierarchy classifications each reporting year. Changes in the observability 
of the valuation attributes may result in a reclassification of certain financial assets or liabilities. Such 
reclassifications are reported as transfers in and out of Level 3 at the beginning fair value for the reporting year. 

4. Valuation Techniques and Inputs 

The vast majority of long-term bonds use Level 2 inputs for the determination of fair value. These fair values are 
obtained primarily from industry-standard pricing methodologies based on market observable information. 
Certain structured securities valued using industry-standard pricing methodologies utilize significant 
unobservable inputs to estimate fair value, resulting in the fair value measurements being classified as Level 3. 
The Company also utilizes internally developed pricing models to produce estimates of fair value primarily 
utilizing Level 2 inputs along with certain Level 3 inputs. The internally developed models include matrix pricing 
where the Company discounts expected cash flows utilizing market interest rates obtained from market sources 
based on the credit quality and duration of the instrument to determine fair value. For securities that may not be 
reliably priced using internally developed pricing models, fair value is estimated using indicative market prices. 
These prices are indicative of an exit price, but the assumptions used to establish the fair value may not be 
observable, or corroborated by market observable information, and represent Level 3 inputs.  

The valuation of interest rate swaps is determined using an income approach. The primary input into the 
valuation represents the forward interest rate swap curve, which is generally considered an observable input, 
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and results in the derivative being classified as Level 2. For certain interest rate swaps, the inputs into the 
valuation also include the total returns of certain bonds that would primarily be considered an observable input 
and result in the derivative being classified as Level 2. For certain other swaps, there are features that provide 
an option to the counterparty to terminate the swap at specified dates and would be considered a significant 
unobservable input and results in the fair value measurement of the derivative being classified as Level 3.  
The valuation of interest rate swaptions is determined using an income approach.  The primary inputs into the 
valuation represent the forward interest rate swap curve, which is generally considered an observable input, 
forward interest rate volatility and time value component associated with the optionality in the derivative.  As a 
result of the significant unobservable inputs associated with the forward interest rate volatility input, the 
derivative is classified as Level 3.  
The valuation of inflation indexed swaps is determined using an income approach. The primary inputs into the 
valuation represent the forward interest rate swap curve and consumer price index, which are generally 
considered observable inputs, and results in the derivative being classified as Level 2. 
For single name credit default swaps an income approach is used to determine fair value based on using current 
market information for the credit spreads of the reference entity, which is considered observable inputs based on 
the reference entities of derivatives and results in these derivatives being classified as Level 2.  

For index tranche credit default swaps, an income approach is used that utilizes current market information 
related to credit spreads and expected defaults and losses associated with the reference entities that comprise 
the respective index associated with each derivative. There are significant unobservable inputs associated with 
the timing and amount of losses from the reference entities as well as the timing or amount of losses, if any, that 
will be absorbed by our tranche. Accordingly, the index tranche credit default swaps are classified as Level 3.  

C. Aggregate Fair Value of All Financial Instruments 

The following table sets forth the Company’s financial instruments  fair values, admitted amounts and level of fair 
value amounts as of December 31, 2012: 

 

Type of financial 
instrument 

Aggregate fair 
value Admitted assets Level 1 Level 2 Level 3 

Not 
practicable 
(Carrying 

value) 
Bonds $  30,135,768,056 $    26,603,139,240 $                  - $  26,723,913,033 $3,411,855,023 $                  - 
Preferred and common 
stocks 185,815,187 158,724,330 37,553,975 89,952,156 58,309,056 - 

Mortgage loans 3,729,882,078 3,442,293,597 - - 3,729,882,078 - 

Other invested assets 214,181,413 183,612,169 - 214,181,413 - - 
Reinvested security 
lending collateral 89,892,068 92,349,366 - 89,892,068 - - 

Separate account assets 11,522,539 10,871,101 4,990,668 6,531,871 - - 
Derivative  assets 938,278,440 602,127,852 - 931,005,610 7,272,830 - 
Derivative  liabilities 400,103,473  - 398,988,153 1,115,320 - 

 
The following table sets forth the Company’s financial instruments  fair values, admitted amounts and level of fair 
value amounts as of December 31, 2011: 

Type of financial 
instrument 

Aggregate fair 
value Admitted assets Level 1 Level 2 Level 3 

Not 
practicable 
(Carrying 

value) 
Bonds $  27,653,067,287 $  25,373,096,854   $                - $  24,874,532,307 $  2,778,534,980      $               - 
Preferred and common 
stocks 135,448,943 116,291,865  44,933            78,838,859 56,565,151                     -       
Mortgage loans 3,660,942,337 3,440,730,038 - - 3,660,942,337 - 
Other invested assets 205,348,368 193,172,532 - 205,348,368 - - 
Reinvested security  
lending collateral 
 

314,451,798 321,887,782 - 314,451,798 - - 
Separate account assets 17,353,144 16,930,165 5,111,707 12,241,437 -                   - 
Derivative  assets 1,203,244,511 697,331,055                   - 1,203,244,511                   -                   - 
Derivative  liabilities        459,918,878               -      408,179,034        51,739,844                 - 
 

D.    The carrying value of short-term investments, payables and receivables that are financial instruments approximate 
fair value and therefore are not presented in the tables above.  There were no financial instruments for which it was 
not practicable to estimate fair value.  

 

NOTE #21: OTHER ITEMS 

A. Extraordinary Items 

The Company did not have any other extraordinary items to disclose during the statement year. 

B. Troubled Debt Restructuring for Debtors 

The Company did not restructure any troubled debt for debtors during the statement year. 

C. Other Disclosures 

 During 2012, the Company had impairments of $42,703,318 of which $443,059 were related to subprime structured 
securities and $261,084 were related to Alt-A structured securities. 
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During 2011, the Company changed its reserve valuation system for its term life insurance products and its LTCI 
products from Polysystems, Inc. to AXIS.  The conversion to AXIS facilitated the Company’s ability to enhance 
assumptions and reserve calculation methodology.  The change did not significantly impact the Company’s term life 
insurance and LTCI reserves during the fourth quarter of 2011. 

Assets in the amount of $3,489,745 and $3,499,848 as of December 31, 2012 and 2011, respectively, were on 
deposit with government authorities or trustees as required by law. 

D. Premium Receivable Recoverability 

As of December 31, 2012 and 2011, the Company had admitted assets of $43,842,985 and $39,514,934, 
respectively, in uncollected premiums and agents’ balances in course of collection and accounts receivable for 
uninsured plans. The Company routinely assesses the collectibility of these receivables. Based upon the Company’s 
experience, less than 1% of the balances may become uncollectible and the potential loss is not material to the 
Company’s financial condition. 

E. Business Interruption Insurance Recoveries 

The Company did not receive any business interruption insurance recoveries during the statement year. 

F. State Transferable and Non-Transferable Tax Credits 

(1) Carrying value of Transferable and Non-Transferable State Tax Credits Gross of any Related Tax Liabilities 
and Total Unused Transferable and Non-Transferable State Tax Credits by State and in Total. 

Description of state transferable and non-
transferable tax credits State  

Carrying 
value  

Unused 
amount 

   Film credit CT $ 310,866 $ 310,866 
   Renewable energy NC  115,200  115,200 
   New Market MO  329,758  329,758 
Total  $ 755,824 $ 755,824 

 

(2) Method of Estimating Utilization of Remaining Transferable and Non-Transferable State Credits 

 The Company estimated the utilization of the remaining transferable and non-transferable state tax credits by 
projecting future premium taking into account policy growth and rate changes, projected future tax liability 
based on projected premium, tax rates and tax credits, and comparing projected future tax liability to the 
availability of remaining transferable and non-transferable state tax credits. 

(3) Impairment Loss 

 The Company did not have any impairment losses on state transferable and non-transferable tax credits in 
2012. 

(4) State Tax Credits Admitted and Nonadmitted 

  
Total admitted  Total nonadmitted 

a. Transferable $ 310,866 $ - 
b. Non-Transferable  444,958  - 

 

G. Subprime Mortgage Related Risk Exposure  

(1) The Company defines subprime mortgage related risk exposure as: 

 Fair Isaac Company (“FICO”) developed the FICO credit-scoring model to calculate a score based upon   a 
borrower’s credit history.  FICO credit scores are used as one indicator of a borrower’s credit quality. The 
higher the credit score, the lower the likelihood that a borrower will default on a loan. FICO credit scores 
range up to 850, with a score of 620 or more generally viewed as a “prime” loan and a score below 620 
generally viewed as a “subprime” loan. “A minus” loans generally are loans where the borrowers have FICO 
credit scores between 575 and 660, and where the borrower has a blemished credit history. 

(2) The Company does not hold any direct investments in subprime or Alt-A mortgage loans.  

(3) The Company has direct exposure in other investments with underlying subprime or Alt-A related risk. 

The following table discloses the Company’s subprime and Alt-A exposure: 

 Actual cost 

Book adjusted 
carrying value 

(excluding 
interest) Fair value 

Other than 
temporary 

impairment losses 
recognized 

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

b. Commercial mortgage- 
backed securities - - - - 

c. Collateralized debt 
obligations - - - - 

d. Structured securities     279,121,684       277,955,650    228,385,344 253,584,659 
e. Equity investment in 

SCAs - - - - 
f. Other assets - - - - 
g. Total $     279,121,684 $      277,955,650 $   228,385,344 $            253,584,659 
 

(4) The Company does not have any underwriting exposure to subprime or Alt-A mortgages. 
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H. Retained Assets 

(1) The Company provides a claim form to the beneficiary to choose among various disbursement options which 
include a payment by check, annuity stream or retained asset account, which the Company refers to as a Secure 
Access Account.  Since April 2011, the Company has required the beneficiary to make a positive election of a 
retained asset account in order to credit death benefit proceeds from a life insurance policy or an annuity 
contract to a retained asset account (except in Vermont, whose residents are not eligible for retained assets 
accounts).  Prior to April 2011, in nine states, the Company credited death benefit proceeds from a life insurance 
policy or an annuity contract to a retained asset account only if the beneficiary affirmatively selected a retained 
asset account.  In all other states (except Vermont, whose residents are not eligible for retained asset accounts) 
prior to April 2011, the Company credited death benefit proceeds to a retained asset account if the beneficiary 
affirmatively selected a retained asset account or if the beneficiary failed to select any disbursement options on 
the claim form.   

Depending upon the terms of the underlying insurance policy, the Company credited between 2.5% and 5.5% 
interest during 2012 and 2011 to retained asset accounts.  The Company did not change rates in 2012 and 
2011.    The Company discloses the relevant details about its retained asset program, including disclosure of the 
fact that accounts are not Federal Deposit Insurance Corporation (“FDIC”) insured, in the information provided to 
the beneficiary with the claim form and in the supplemental contract issued when a retained asset account is 
established.  The account balance and credited interest are fully backed by the claims-paying ability of the 
issuing insurance company.  The Company’s secure access program is fully compliant with guidance on retained 
asset account programs, issued in 1995 by the NAIC and the NAIC’s sample bulletin on retained asset accounts 
issued in December 2010. 

(2) The following table sets forth the number and balance of retained asset accounts in force as of December 31, 
2012 and 2011: 

 In Force 
 

As of December 31, 2012 As of December 31, 2011 
 
 Number Balance Number Balance 
a.  Up to and including 12 months 212 $           16,061,108  207 $               17,721,076 
b.  13 to 24 months 172 10,570,924 152   7,528,208 
c.  25 to 37 months 140 6,202,221 124  3,914,338 
d.  38 to 48 months 102 3,235,170 162      4,492,820 
e.  49 to 60 months 159 4,608,797 367    8,182,984 
f.   Over 60 months 1,507 31,724,775 1,295     26,707,890 
g.  Total 2,292 $           72,402,995  2,307 $               68,547,316 

 

(3) The following table presents additional information regarding the changes in the number and balance of retained 
asset accounts, segregated between individual and group contracts, for the year ended December 31, 2012: 

           Individual Group 
 
 Number Balance/Amount Number Balance/Amount 
Number/balance of retained asset 
accounts at the beginning of the 
year 2,307 $              68,547,316 - $                           - 
Number/amount of retained asset 
accounts issued/added during the 
year 234 23,131,534 - - 
Investment earnings credited to 
retained asset accounts during the 
year - 1,799,041 - - 
Fees and other charges assessed 
to retained asset accounts during 
the year - (180) - - 
Number/amount of retained asset 
accounts transferred to state 
unclaimed property funds during 
the year (10) (238,377) - - 
Number/amount of retained asset 
accounts closed/withdrawn during 
the year (239) (20,836,339) - - 
Number/balance of retained asset 
accounts at the end of the year 2,292 $              72,402,995 - $                           - 

 

NOTE #22: EVENTS SUBSEQUENT 

There were no material events that occurred subsequent to December 31, 2012. Subsequent events have been 
considered through February 27, 2013, the date on which the statutory financial statements were issued.  
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NOTE #23: REINSURANCE 

A. Ceded Reinsurance Report 

Section I – General Interrogatories 

(1) Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess of 10% or controlled, either 
directly or indirectly, by the Company or by any representative, officer, trustee, or director of the Company? 

Yes (   )   No ( X ) 

If yes, give full details. 

(2) Have any policies issued by the Company been reinsured with a company chartered in a country other than the 
United States (excluding U.S. Branches of such companies) that is owned in excess of 10% or controlled 
directly or indirectly by an insured, a beneficiary, a creditor or any other person not primarily engaged in the 
insurance business? 

Yes (   )   No ( X ) 

If yes, give full details. 

Section 2 – Ceded Reinsurance Report – Part A 

(1) Does the Company have any reinsurance agreements in effect under which the reinsurer may unilaterally 
cancel any reinsurance for reasons other than for nonpayment of premium or other similar credits? 

Yes  (  )   No  ( X  ) 

a. If yes, what is the estimated amount of the aggregate reduction in surplus of a unilateral cancellation by 
the reinsurer as of the date of this statement, for those agreements in which cancellation results in a net 
obligation of the Company to the reinsurer, and for which such obligation is not presently accrued?  
Where necessary, the Company may consider the current or anticipated experience of the business 
reinsured in making this estimate. 

$0 

b. What is the total amount of reinsurance credits taken whether as an asset or as a reduction of liability, for 
these agreements in this statement?  

$0 

(2) Does the reporting entity have any reinsurance agreements in effect such that the amount of losses paid or 
accrued through the statement date may result in a payment to the reinsurer of amounts that, in aggregate and 
allowing for offset of mutual credits from other reinsurance agreements with the same reinsurer, exceed the 
total direct premium collected under the reinsured policies?  

Yes (   )   No ( X ) 

If yes, give full details. 

Section 3 – Ceded Reinsurance Report – Part B 

(1) What is the estimated amount of the aggregate reduction in surplus (for agreements other than those under 
which the reinsurer may unilaterally cancel for reasons other than for nonpayment of premium or other similar 
credits that are reflected in Section 2 above) of termination of all reinsurance agreements, by either party, as of 
the date of this statement?  Where necessary, the Company may consider the current or anticipated experience 
of the business reinsured in making this estimate. 

$0 

(2) Have any new agreements been executed or existing agreements amended, since January 1 for the year of this 
statement, to include policies or contracts that were in force or which had existing reserves established by the 
Company as of the effective date of the agreement? 

Yes (X )  No  ( ) 

If yes, what is the amount of reinsurance credits, whether an asset or a reduction of liability, taken for such new 
agreements or amendments? 

$0 

On April 15, 2004, the Company entered into two reinsurance agreements with UFLIC pursuant to which it 
ceded, effective as of January 1, 2004, its structured settlement block of business and a block of LTCI assumed 
from MLIC in 2000.  Ceded reinsurance reserves to UFLIC for the structured settlements block of business as 
of December 31, 2012 and 2011 were $4,224,364,773  and $4,261,692,336, respectively, and ceded 
reinsurance reserves for the LTCI block of business as of December 31, 2012 and 2011 were $3,370,526,778  
and $2,983,908,209, respectively.  To secure the payment of its obligations to the Company under the 
reinsurance agreements governing the reinsurance transactions, UFLIC has established trust accounts to 
maintain an aggregate amount of assets with a statutory book value at least equal to the statutory general 
account reserves attributable to the reinsured business less an amount to be held in certain claims paying 
accounts. A trustee administers the trust accounts and the Company is permitted to withdraw from the trust 
accounts amounts due to the Company pursuant to terms of the reinsurance agreements that are not otherwise 
paid by UFLIC.  

The Company entered into a Life Catastrophe reinsurance agreement with multiple reinsurers, effective July 1, 
2012, that indemnifies the Company for losses up to $100,000,000 in excess of $100,000,000. 

Effective December 17, 2012, the Company executed recaptured agreements related to certain reinsurance 
treaties with RGA Reinsurance Company (“RGA”), whereby certain LTC policies were ceded to RGA then 
retroceded back to the Company. The recapture resulted in a statutory gain of $29,751,624, of which fifty 
percent was ceded to BLAIC under a separate reinsurance agreement. 
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B. Uncollectible Reinsurance 

The Company did not write off any reinsurance balances during the statement year. 

C. Commutation of Ceded Reinsurance 

The Company did not commute any reinsurance contracts during the statement year. 

 

NOTE #24: RETROSPECTIVELY RATED CONTRACTS & CONTRACTS SUBJECT TO REDETERMINATION 

The Company did not participate in any retrospectively rated contracts or contracts subject to redetermination during 
the statement year. 

 

NOTE #25: CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES 

Reserves as of December 31, 2011 were $1,327,874,930 for the Company's LTCI line of business. As of December 
31, 2012, $478,284,998 has been paid for incurred claims and claim adjustment expenses attributable to insured 
events of prior years. Reserves remaining for prior years are now $925,161,317 as a result of re-estimation of 
unpaid claims and claim adjustment expenses principally on LTCI as of December 31, 2012.  Therefore, there has 
been a $75,571,385 unfavorable prior-year development during the year ended December 31, 2012.  The Company 
has experienced an increase in the severity and duration of claims associated with observed loss development, 
particularly in older issued policies, partially offset by refinements to its estimated claim reserves. The interest 
accumulated on reserves of approximately $45,000,000 is reflected as part of this unfavorable prior year 
development. Original estimates are increased or decreased, as additional information becomes known regarding 
individual claims.  As of December 31, 2012, the Company did not have any retrospectively rated policies. 

 

NOTE #26: INTERCOMPANY POOLING ARRANGEMENTS 

The Company did not participate in any intercompany pooling arrangements during the statement year. 

 

NOTE #27: STRUCTURED SETTLEMENTS 

The Company has not purchased structured settlement annuities from any other insurer. 

 

NOTE #28: HEALTH CARE RECEIVABLES 

A. Pharmaceutical Rebate Receivables 

The Company did not have any pharmaceutical rebate receivables as of December 31, 2012. 

B. Risk Sharing Receivables 

The Company did not have any risk sharing receivables as of December 31, 2012. 

 

NOTE #29: PARTICIPATING POLICIES 

The Company does not have any participating policies. 

 

NOTE #30: PREMIUM DEFICIENCY RESERVES  

As of December 31, 2012, the Company did not have any premium deficiency reserves. 

 

NOTE #31: RESERVES FOR LIFE CONTRACTS AND ANNUITY CONTRACTS 

During 2012, the NAIC adopted the Valuation of Life Insurance Policies and Regulation (known as “Regulation 
AXXX”) which impacts reserving for certain Universal Life insurance policies with secondary guarantees for new and 
in-force business.  As a result of the new reserving requirement, in October  2012, the Company announced 
discontinuation of sales of term universal life insurance products and reintroduced a term life insurance product.   
Regulation AXXX did not have a significant impact on the Company’s capital and surplus as of the date of adoption. 

(1) The Company waives deduction of deferred fractional premiums upon death of the insured and returns any 
portion of the final premium beyond the end of the month of death. Reserves for surrender values in excess of 
reserves otherwise required are established in Exhibit 5. 

(2) For all traditional life policies, the substandard extra reserve equals one-half of the annual gross extra premium 
and for all interest-sensitive life policies, the substandard extra reserve equals one-twenty-fourth of the annual 
valuation cost of insurance. 

The reserve for substandard structured settlement policies is based on a standard mortality plus a flat extra 
calculated at issue to produce the life expectancy determined during the underwriting process. 

The reserve for substandard immediate annuities issued in 2005, other than Structured Settlement policies, is 
based on a standard mortality plus a flat extra calculated at issue to produce the present value of future 
benefits using the rated up age determined during the underwriting process. 

(3) As of December 31, 2012, the Company had $9,024,113,581 of insurance in force for which the gross 
premiums were less than the net premiums according to the standard of valuation set by the State of 
Delaware. Reserves to cover the above insurance totaled $103,581,697 as of December 31, 2012 and are 
reported in Exhibit 5. 
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(4) For immediate annuity reserves, Tabular Interest (Page 7, Line 4) has been determined from basic data. The 
Tabular Interest for all other lines of business has been determined by formula as described in the instructions 
for Page 7. Tabular Less Actual Reserve Released (Page 7, Line 5) has been determined by formula as 
described in the instructions for Page 7.  The Tabular Cost (Page 7, Line 9) has been determined by formula 
as described in the instructions for Page 7. 

(5) For funds held on deposit, interest on funds (Exhibit 7, Line 3) was the actual interest credited to the funds. For 
other funds not involving life contingencies under Exhibit 7, Line 3, interest has been determined by formula or 
from basic data. 

(6) The details for other increases (net) under Page 7, Line 7 are: 

      Ordinary   Group 
                   Credit life 

group and 
individual 

Life 
insurance 

  
    Industrial 

life 
Life 

insurance 
Individual 
annuities 

Suppl. 
contracts 

  
Item Total Annuities 

7.01  Variable                                               
products  $   (56,985) $               - $                - $      3,008 $         306 $              - $             - $  (60,299) 

7.02  Non-Interest                              
sensitive life 
products  - - - - - - - - 

7.03  Interest 
sensitive life 
products  10,649,555 - 10,649,555 - - - - - 

7.04  Other net 
adjustments (660,922) - - - - - - (660,922) 

7.99 Total $9,931,648 $               - $10,649,555 $      3,008 $         306 $              - $             - $(721,221) 
 

The details of other net changes in reserves under Exhibit 7, line 4 are: 

Item Total 

Guaranteed 
interest 

contracts 
Annuities 

certain 
Supplemental 

contracts 

Premium and 
other deposit 

funds 
4.01  Other net 

adjustments $(13,316,511) $                 - $(11,563,902) $    (1,752,609) $                   - 

4.99 Total $(13,316,511) $                 - $(11,563,902) $    (1,752,609) $                   - 
 

 

NOTE #32: ANALYSIS OF ANNUITY ACTUARIAL RESERVES AND DEPOSIT TYPE LIABILITIES BY WITHDRAWAL 
CHARACTERISTICS 

Withdrawal characteristics of annuity actuarial reserves and deposit-type contract funds and other liabilities without 
life or disability contingencies were as follows for the statement year: 

  General account 

Separate 
account with 
guarantees 

Separate account 
nonguaranteed Total 

% of  
Total 

A. Subject to discretionary withdrawal:      
 (1) With fair value adjustment $        97,619,082 $         466,484 $                        - $         98,085,566 0.60% 
 (2) At book value less current 

surrender charge of 5% or more 1,980,767,350 - - 1,980,767,350 12.20 
 (3) At fair value - - 4,990,103 4,990,103 0.03 
 (4) Total with adjustment or at fair 

value (total of 1-3) 2,078,386,432 466,484 4,990,103 2,083,843,019 12.83 
 (5) At book value without adjustment 

(minimal or no charge or 
adjustment) 5,051,241,145 7,363,931 - 5,058,605,076 31.17 

B. 
Not subject to discretionary 
withdrawal 9,091,980,207 - - 9,091,980,207 56.00 

C. Total (gross: direct + assumed) 16,221,607,784 7,830,415 4,990,103 16,234,428,302 100.00% 

D. Reinsurance ceded 4,224,364,773 - - 4,224,364,773  

E. Total net1 (C)-(D) $ 11,997,243,011 $      7,830,415 $          4,990,103 $  12,010,063,529  
 1Reconcilliation of total annuity actuarial reserves and deposit fund liabilities. 
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F.  Amount 

Life & Accident & Health Annual Statement: 

1.    Exhibit 5, Annuities Section, Totals (net) $ 10,003,945,918 
2.    Exhibit 5, Supplementary Contracts with Life Contingencies 

Section, Total (net) 156,065,374 

3.    Exhibit 7, Deposit-Type Contracts, Line 14, column 1 1,837,231,719 

4.    Subtotal 11,997,243,011 

Separate Accounts Annual Statement: 

5.    Exhibit 3, Line 0299999, column 2 12,820,518 

6.    Exhibit 3, Line 0399999, column 2 - 

7.    Policyholder dividend and coupon accumulations - 

8.    Policyholder premiums - 

9.    Guaranteed interest contracts - 

10.  Other contract deposit funds - 

11.  Subtotal 12,820,518 

12.  Combined Total $ 12,010,063,529 

G. Federal Home Loan Bank (“FHLB”) Agreements  

(1) The Company is a member of the FHLB Pittsburgh.  Through its membership, the Company has issued funding 
agreements to FHLB Pittsburgh in the amount of $492,910,700, which relates to total liabilities of $493,334,410.  
As of December 31, 2011, the amount of funding agreements issued to FHLB Pittsburgh was $492,910,700, 
which relates to total liabilities of $493,401,670.  The Company uses these funds in an investment spread 
strategy, consistent with its other investment spread programs.  The Company records the funds under SSAP No. 
52, Deposit Type Contracts, consistent with its accounting for other deposit type contracts.  It is not part of the 
Company’s strategy to utilize these funds for operations, and any funds obtained from the FHLB Pittsburgh for use 
in general operations would be accounted for under SSAP No. 15, Debt and Holding Company Obligations, as 
borrowed money.   

FHLB Pittsburgh implemented a Maximum Borrowing Capacity cap in 2012.  For insurance company members 
this cap is equal to the lesser of the weighted value of eligible securities delivered/controlled by FHLB Pittsburgh 
or 10 percent of the member’s statutory admitted assets.  This amount may be further limited by the Company’s 
qualifying securities collateral available to be pledged to the FHLB Pittsburgh. 

The table below indicates the amount of FHLB Pittsburgh stock purchased, collateral pledged, assets and 
liabilities related to the agreement with FHLB Pittsburgh as of December 31, 2012 and 2011. 
 

 
   Current Year  Prior Year 
(2) FHLB stock purchased/owned as part of the 

agreement 
 
$ 

 
48,756,200 

 
$ 

 
47,239,600 

(3) Collateral pledged to the FHLB  477,270,774  561,850,766 
(4) Funding capacity currently available  See above description  See above description  
(5) Total reserves related to funding agreement  493,334,410  493,401,670 
(6) Agreement assets and liabilities     
 General Account:     
 a. Assets  492,910,700  492,910,700 
 b. Liabilities  493,334,410  493,401,670 
 Separate Account:     
 c. Assets  -  - 
 d. Liabilities  -  - 

 
 

NOTE #33: PREMIUM AND ANNUITY CONSIDERATIONS DEFERRED AND UNCOLLECTED 

Deferred and uncollected life insurance premiums and annuity considerations as of December 31, 2012 were as 
follows: 

Type  Gross   Net of loading 
(1) Industrial $ - $ - 
(2) Ordinary new business 4,643,440  4,896,645 
(3) Ordinary renewal 37,807,786  128,689,713 
(4) Credit life -  - 
(5) Group life -  - 
(6) Group annuity -  - 
(7) Totals $  42,451,226 $ 133,586,358 

 
 

NOTE #34: SEPARATE ACCOUNTS  

A. Separate Accounts Activity 

(1) The Company has separate account assets and liabilities related to single premium deferred annuities, variable 
deferred annuities, and modified guaranteed annuities.  Separate account assets are carried at amortized cost or 
fair value and are offset by liabilities that represent the policyholders’ equity in those assets.  The Company earns 
mortality and expense risk fees from the separate accounts and assesses withdrawal charges in the event of early 
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withdrawals.  Certain separate account variable annuity contracts include a guaranteed minimum death benefit 
(“GMDB”) which is backed by investments held in the general account. 

Assets supporting the Company’s single premium deferred annuity and variable deferred annuity contracts of 
$4,990,668 and $5,111,904 as of December 31, 2012 and 2011, respectively, are considered legally insulated and 
not subject to claims of the general account.  

(2) As of December 31, 2012 and 2011, the Company separate account statement included legally insulated assets of 
$21,712,508 and $21,307,874, respectively. The assets legally insulated from the general account as of December 
31, 2012 are attributed to the following products/transactions: 

Product/Transaction  Legally insulated assets  
Separate account assets 

(Not legally insulated) 

Group Modified Guaranteed Annuity $ 3,604,527 $ - 

Group Variable Deferred Annuity  4,990,732  - 

Fixed Deferred Annuity  13,117,249  - 

Total $ 21,712,508 $ - 
 

(3) As of December 31, 2012, the general account of the Company had a maximum guarantee for separate account 
liabilities of $275,950. The Company does not assess an explicit risk charge to the contract holder related to 
minimum guarantees, but rather an overall risk and expense charge which includes compensation for providing the 
guarantees.  To compensate the general account for the risk taken, the separate account has been paid risk 
charges as follows for the past three years: 

a. 2012 $ -  
b. 2011  -  
c. 2010  16,736  

 

 The general account of the Company had not paid any amounts toward the separate account guarantees for the 
past three years. 

B. General Nature and Characteristics of Separate Accounts Business 

Guaranteed separate accounts represent a closed block of fixed deferred annuities and single and flexible premium 
modified guaranteed annuity products whose assets are valued at amortized cost and the reserves are computed 
using Commissioner’s Reserve Valuation Method. 

Nonguaranteed separate accounts represent variable annuities with assets and liabilities valued at fair value.  The 
Company bears no market or default risk for these assets. 

Information regarding the Separate Accounts of the Company is as follows for the statement year: 

 

 

 

 

 

 

 

 

    
Nonindexed 
guarantee 
less than / 

equal to 4% 

Nonindexed 
guarantee 
more than 

4% 

Non- 
guaranteed 

separate 
accounts 

  

    

    

  Indexed Total 
(1) Premiums, considerations or deposits for year ended 

12/31/12 $               - $                 - $                     - $                - $                    - 

Reserves at 12/31/12 
(2) For accounts with assets at:   

     

a. Fair value $               - $                 -   $                     - $    4,990,103 $      4,990,103      
b. Amortized cost -      7,363,931 - 466,484 7,830,415 
c. Total reserves1 $               - $   7,363,931 $                     - $    5,456,587 $    12,820,518    

(3) By withdrawal characteristics:      

a. Subject to discretionary withdrawal $               - $   7,363,931 $                     - $       466,484 $      7,830,415 
b. With fair value adjustment - -  - - - 
c. At Book value without fair value adjustment and with 

current surrender charge of 5% or more - -  - - - 

d. At fair value - -        - 4,990,103 4,990,103 
e. At book value without fair value adjustment and with 

current surrender charge less than 5% - -  - - - 

f.  Subtotal                -     7,363,931                      -     5,456,587     12,820,518 
g. Not subject to discretionary withdrawal - - - - - 
h. Total $               - $    7,363,931                       $                     - $    5,456,587   $    12,820,518 

1Line 2(c) should equal 3(h).      

(4) Reserves for asset default risk in lieu of AVR $               - $                    - $                     - $                    - $                      - 
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C. Reconciliation of Net Transfers to (from) Separate Accounts 

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

a. Transfers to separate accounts (Page 4, Line 1.4) $ -
b. Transfers from separate accounts (Page 4, Line 10)  2,936,318
c. Net transfers to (from) separate accounts (a. - b.)  (2,936,318)

(2)   Reconciling Adjustments:   
a. Transfers to separate accounts-reinsured                     -
b. Transfer amortization of contributed surplus                    -
c. Total                     -

(3)   Transfers as Reported in the Summary of Operations of the Life,   
Accident & Health Annual Statement  (1c + 2) = (Page 4, Line 26) $ (2,936,318)

          

NOTE #35: LOSS/CLAIM ADJUSTMENT EXPENSES 

The balance in the liability for unpaid accident and health claim adjustment expenses as of December 31, 2012 and 
December 31, 2011 was $75,621,394 and $67,324,228, respectively. 

The Company incurred $14,956,745 and paid $6,442,685 of claim adjustment expenses in the current year, of which 
$5,430,322 of the paid amount was attributable to insured or covered events of prior years. The Company did not 
increase or decrease the provision for insured events of prior years. 

The Company took into account estimated anticipated salvage and subrogation in its determination of the liability for 
unpaid claims/losses and reduced such liability by $0. 
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE  Genworth Life Insurance Company

 54.3 
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�������� �������� �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������������ ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� �������	

��� 
�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	��� � �!� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� � "��#���� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����$� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� %� ��	%��� #�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	
 ��� #�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	� �%����� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	� �%����� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	� �%����� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� %� ��	%��� #�� ����������� ������ �������� �� �� �� �� �� ���������� �����������

�������� �$#���� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� ����%�"���  %� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� �&�� "����� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� $���
�� #�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���
� �� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �������� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �� ��� �  �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������ � ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �������������$� 	�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���
� �� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��%�  �� "�� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� ���
�� �!� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����
� ��� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������ �  '� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �� �� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��	��'���� � 	�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ����%�"���  %� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� ��������  � ����������� ������ ����������� �� �� �� �� �� ����������� �����������

�������� ������	� ��%����� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� �����
� ��� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���%���� � ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� '����� %����� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

��������  �������������� 	�� ����������� ������ �������� �� �� �� �� �� ���������� �����������

�������� �� %����� %�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �������������$� 	�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����������	�"� %�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����������	�"� %�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���
� �� �  '� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��� ��� ��#&��  '� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ����%�"���  %� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �� ��� �  �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��	 ������� �!� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� �� �� �� ��� �!� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �� �'	� ���&����� �� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

��������  �#����	 ����� �!� ����������� ������ �������� �� �� �� �� �� ���������� �����������

�������� ����� �  '� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� ���� ��� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� "���$���� �(� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� 
�&���"��%�� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��������� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� 
	������� #�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �� ����$� %�� ����������� ������ ����������� �� �� �� �� �� ����������� �����������

�������� ���� ��� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����
� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��	 ���	�����$� 	�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� #����	�$� 
 � ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��	�� ������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ����
� 
�� ����������� ������ ������������ �� �� �� �� �� ������������ �����������

�������� ���%�����  �� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

��
�
5
=8



������������	����
�����������������
�������������������������� ��!�"#��$

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

� � �� ����� + , - . !���%�����/��0�1�&��2�� ��3�3���4���"��� �5 �+

�������")�� !�3�

*

!��$

5

�����

����
�$#�

(����
� 6����3

�������
��������

/��0�
1�&��2�� ��3�3�

��4���"����
�7 &�3��%
�  ���3
��������

8

�����&�9�3�
1�&������
�� ������

:(� �����;

��

!�����������<��
:�"����9�����;2

�  ������

��
!�����������<��
�����������
��"#����$�
�"#���"����
�� �%��9�3

��

!�#���&�9�3�
(������3����������

��3������

�*

����&�
����%��
�7 ���%�
!���%����
/��0�1�&��

1�&�����
���3���3
/��&3��%�

(������
����

�##�����&
��

1�&������
�������� ���	
��� ��� ����������� ������ �������� �� �� �� �� �� ���������� �����������
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!
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�������� !�����
�� "�� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� 	�������������� �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����
�� ��� ����������� ������ ����������� �� �� �� �� �� ����������� �����������

�������� ��������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��"������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��"������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

��������  ����������� �#� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� ��!
$
��$
�� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �����	���� ��� ����������� ������ ���������� �� �� �� �� �� ����������� �����������

�������� "��������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	��%����� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	��	������ ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� %������ ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� %������ ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

��������  �������!����	� �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �
&����� "�� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ���������!���	� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��������� �'� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ��������� �#� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� !��������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ������� 
� ����������� ������ ���������� �� (�����) �� �� �� ���������� �����������

�������� 	�
���� �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� 	�
���� �� ����������� ������ ���������� �� ������ �� �� �� ���������� �����������

�������� ���
�!���	���	�� ��� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� ����	���
�������� ��� ����������� ������ ���������� �� (���) �� �� �� ���������� �����������

�������� �����!��� ��� ����������� ������ ���������� �� ���� �� �� �� ���������� �����������

�������� #�&���� "�� ����������� ������ ���������� �� (������) �� �� �� ����������� �����������

�������� ���%	��� �� ����������� ������ ���������� �� �� �� �� �� ���������� �����������

�������� �	������ ��� ����������� ������ ���������� �� ������ �� �� �� ���������� �����������

�������� ������ �	� ����������� ������ ���������� �� ������� �� �� �� ���������� �����������

�������� ����%�������� �	� ����������� ������ ���������� �� ������ �� �� �� ���������� �����������

�������� ����	���������� ��� ����������� ������ ���������� �� ������ �� �� �� ���������� �����������

�������� ���������� �*� ����������� ������ ���������� �� (�����) �� �� �� ���������� �����������

�������� ��
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���������	������� � � ��� ����������� ��������� ����������� ����������� ����������� ��  �����! �� �� ������ ������ ��� �������� �������� ��"��"����� ��"��"�����

������������ 	������#������������� � � ��� ����������� ��������� ����������� ����������� ����������� ��  �����! �� �� ������ ������ �	� �������� �������� ��"��"����� ��"��"�����

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

��������(��� 	����$���	�$�������� � � � ����������� ��������� ����������� ����������� ����������� �� �� �� �� ������ ������ ''� �������� �������� ��"��"����� ��"��"�����

�����%������ 	���������%�������������)*+),������ � � ��� ���������� ��������� ����������� ����������� ���������� �� ������ �� �� ������ ������ �	� �������� �������� ��"��"����� ��"��"�����

������������ �	��	��	��	� � � ��� ���������� ��������� ���������� ���������� ���������� �� ���� �� �� ������ ������ �	� ������� ������� ��"��"����� ��"��"�����

������������ �	��	��	��	� � � ��� ����������� ��������� ����������� ����������� ����������� ��  �����! �� �� ������ ������ �	� �������� �������� ��"��"����� ��"��"�����

������������ ����-�$�#	���������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ���� �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

������������ ��������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ��� ������� �������� ��"��"����� ��"��"�����

������������ ��������� �� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ��� ������� �������� ��"��"����� ��"��"�����

�����&������ ����	���	������������� � �� ��� ���������� ��������� ���������� ���������� ���������� ��  ���! �� �� ������ ������ �	� ������� �������� ��"��"����� ��"��"�����

�����-������ ����������������������	���� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ''� ������� ������� ��"��"����� ��"��"�����

������������ �����$��������$������ � � ��� ���������� ��������� ���������� ���������� ���������� �� ���� �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

������������ �����$��������$������ � � ��� ����������� ��������� ����������� ����������� ����������� ��  �����! �� �� ������ ������ $�� �������� �������� ��"��"����� ��"��"�����

������������ �����	����������	������������	����������	������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ $�� ������� ������� ��"��"����� ��"��"�����

������������ ���������������������������������� � � ��� ���������� �������� ���������� ���������� ���������� �� ���� �� �� ������ ������ '�� ������ �� ��"��"����� ��"��"�����

������������ ����	���������������	����������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ''� �������� �������� ��"��"����� ��"��"�����

������������

������#��������&�����������������#��������&�

���������� � � ��� ����������� ��������� ����������� ����������� ����������� ��  ��! �� �� ������ ������ �	� ������� �� ��"��"����� ��"��"�����

�����-��'��� ����	�������������	����� � � ��� �������� ��������� ���������� ���������� �������� �� ������ �� �� ������ ������ $�� ������� ������� ��"��"����� ��"��"�����

�����-������ ����	�������������	����� � � ��� ���������� ��������� ���������� ���������� ���������� ��  ������! �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

�����-��.��� ����	�������������	����� � � ��� ���������� ��������� ����������� ����������� ���������� �� ���� �� �� ������ ������ ''� �������� �������� ��"��"����� ��"��"�����

�����-������

����	�������������	���������	������������	����

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

�����-������ ����	�������������	����� � � ��� �������� ��������� �������� �������� �������� �� ��� �� �� ������ ������ ''� ������� ������� ��"��"����� ��"��"�����

�����.��/��� ����	��	��$�0���	�� � � ��� ���������� ��������� ���������� ���������� ���������� �� ���� �� �� ������ ������ '�� ������� �������� ��"��"����� ��"��"�����

�����.������ ����	��	��$�0���	������	��	��$�0���	�� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ''� �������� �� ��"��"����� ��"��"�����

�����%������ ����	���$����� � � ��� �������� ��������� �������� �������� �������� ��  �����! �� �� ������ ������ ��� ������� ������� ��"��"����� ��"��"�����

������������ ����	�������������������� � � ��� ���������� ��������� ���������� ���������� ���������� ��  ������! �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

������������ ����	��������������� � � ��� ���������� ��������� ���������� ���������� ���������� ��  �����! �� �� ������ ������ ��� ������� �������� ��"��"����� ��"��"�����

�����(������ �	���#�������������
������ � � � ���������� ��������� ����������� ����������� ���������� �� ������� �� �� ������ ������ $�� �������� �������� ��"��"����� ��"��"�����

��������1��� ���$��������������� � � � ���������� ��������� ���������� ���������� ���������� �� �� �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

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

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

������������ .�����������	��������������������� � � ��� �������� ��������� ���������� ���������� �������� �� ������ �� �� ������ ������ �	� ������ ������� ��"��"����� ��"��"�����

������������ .�����������	��������������������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ ��� ������� �������� ��"��"����� ��"��"�����

������������ .�����������	�������������������� � � ��� �������� ��������� ���������� ���������� �������� �� ���� �� �� ������ ������ �	� ������� ������� ��"��"����� ��"��"�����

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

������������ .�	��������������&���������� � �� ��� ���������� ��������� ���������� ���������� ���������� �� ������ �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

������������ ���	���&����������� � � ��� ����������� ��������� ����������� ����������� ����������� ��  �����! �� �� ������ ������ ''� �������� �������� ��"��"����� ��"��"�����

������������

��������������������������������������

������������������ � � ��� ���������� �������� ���������� ���������� ���������� �� �� �� �� ������ ������ $'��� ������� �� ��"��"����� ��"��"�����

������������ �	����	�������������������	���	������� � � ��� ����������� ��������� ����������� ����������� ����������� �� ������� �� �� ������ ������ ''� �������� ���������� ��"��"����� ��"��"�����

������������ �	����	���������������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ��� �� �� ������ ������ $�� ������� �������� ��"��"����� ��"��"�����

������������

�	�������������	������������	������

�������	����������� � � ��� ����������� ��������� ����������� ����������� ����������� ��  ���! �� �� ������ ������ $�� ������� �� ��"��"����� ��"��"�����

��������#��� &	��&�'&��&����
� � � ��� ����������� ��������� ����������� ����������� ����������� ��  �������! �� �� ������ ������ �	� �������� ���������� ��"��"����� ��"��"�����

������������ �&������	$��	������&������	$��	����� � � ��� ���������� ��������� ����������� ����������� ���������� �� ������ �� �� ������ ������ $�� ������� �� ��"��"����� ��"��"�����

�����$������ ���$���������� � � ��� ���������� ��������� ���������� ���������� ���������� ��  �����! �� �� ������ ������ ��� �������� �������� ��"��"����� ��"��"�����

�����$������ ���$������	������������ � � ��� ���������� ��������� ����������� ����������� ���������� �� ���� �� �� ������ ������ ''� �������� �������� ��"��"����� ��"��"�����

��������(��� �������������������� � � � ����������� ��������� ����������� ����������� ����������� �� �� �� �� ������ ������ ��� �������� �������� ��"��"����� ��"��"�����

������������ �����	�������&���������� � � ��� ���������� ��������� ���������� ���������� ���������� �� ������� �� �� ������ ������ �	� ������� �������� ��"��"����� ��"��"�����

������������ �����������#	������$�#� � �� ��� ���������� �������� ���������� ���������� ���������� ��  �����! �� �� ������ ������ �	� �������� �������� ��"��"����� ��"��"�����

������������

�����������#	������$�#������������#	�����

�$�#� � �� ��� ���������� ��������� ���������� ���������� ���������� �� �� �� �� ������ ������ ''� ������� �� ��"��"����� ��"��"�����

������������
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